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Terms of reference

That General Purpose Standing Committee No. 5 inquire into and report on the environmental, economic
and social impacts of coal seam gas (CSG) activities, including exploration and commercial extraction
activities, allowable under the NSW Petroleum (Onshore) Act 1991 (the Act), and in particular:

1. The environmental and health impact of CSG activities including the:

a. Effect on ground and surface water systems,

b. Effects related to the use of chemicals,

c. Effects related to hydraulic fracturing,

d. Effect on Crown Lands including travelling stock routes and State forests,

e. Nature and effectiveness of remediation required under the Act,

t. Effect on greenhouse gas and other emissions,

Relative air quality and environmental impacts compared to alternativ fossil fuels.

2. The economic and social implications of CSG activities including those which affect:

a. Legal rights of property owners and property values,
Food security and agricultural activity,

b
c. Regional development, investment and employment, and State competitiveness,
d. Royalties payable to the State,

e

Local Government including provision of local/regional infrastructure and local planning
control mechanisms.

3. The role of CSG in meeting the future energy needs of NSW including the:
a. Nature and extent of CSG demand and supply,
b. Relative whole-of-lifecycle emission intensity of CSG versus other energy sources,
c. Dependence of industry on CSG for non-energy needs (eg. chemical manufacture),
Installed and availability costs of CSG versus other stationary energy sources,

Proportion of NSW energy needs which should be base load or peaking supply and the
extent to which CSG is needed for that purpose,

f. Contribution of CSG to energy security and as a transport fuel.

4. The interaction of the Act with other legislation and regulations, including the L.and Acquisition
(Just Terms Compensation) Act 1991.

5. The impact similar industries have had in other jurisdictions.'

1 1.C Minutes No. 29 (9/8/2011) Item 8, 325.
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Chair’s foreword

I am pleased to present the Committee’s report on coal seam gas, which contains 35 recommendations.
I urge the Government to implement all of the Committee’s recommendations.

This Inquiry received nearly 1,000 submissions and took evidence from approximately 130 witnesses.
The evidence highlights a number of recurrent themes. With particular reference to property rights,
there is a marked lack of equity between landholders and mining companies with regard to land access.
The Committee therefore recommends that the Petrolenn (Onshore) Act 1991 be reviewed with a view to
strengthening landholder rights and achieving a fair balance between the rights of landholders and coal
seam gas operators. The practices of coal seam gas companies are variable at best, and on the whole
have been less than acceptable. This was the case not only with regard to negotiating land access, but
also with regard to community consultation.

The actions of successive NSW governments also leave room for improvement. Governments have
not done enough to provide accessible and factual information about the development of the industry,
which has contributed to a high level of alarm amongst communities affected by coal seam gas
exploration. In addition, it is clear that the industry’s development has outpaced the ability of
governments to regulate it, particularly in relation to technical practices such as the storage and disposal
of ‘produced’ water and fraccing fluids. To address the concerns around fraccing, the Committee
recommends that the ban on fraccing remain in place until the National Industrial Chemicals
Notification and Assessment Scheme assesses the safety of fraccing chemicals. The Government also
needs to do more to monitor the industry and ensure compliance with the regulatory regime. The
Committee makes a number of recommendations in this regard including the establishment of a new
Industry Unit, Compliance Unit and Complaints Hotline, as well as a Petroleum Ombudsman, with the
attendant requirement for more resources that would flow from these recommendations. In addition,
the Committee recommends that the NSW Government implement a domestic gas reservation policy,
under which a proportion of the coal seam gas produced in New South Wales would be reserved for
domestic use. Such a policy could assist to contain price increases, enhance energy security, and reduce
the State’s dependence on coal for power generation.

On behalf of the Committee, I extend my gratitude to the people who made written submissions to the
Inquiry. I also acknowledge the efforts taken by the individuals who attended the public hearings and
site visits across the State. We appreciate your efforts to provide the Committee with the benefit of
your knowledge, as well as to share your concerns and experiences.

In particular, I wish to thank Mr John Whitehouse, Solicitor and Fellow in Environmental Studies at
Macquarie University, who briefed the Committee at the beginning of the Inquiry and gave us the
benefit of his experience as an expert in mining and environmental law.

Finally, I wish to thank each of my fellow Committee members for their constructive approach to this
complex Inquiry.

Hon Robert Brown MIL.C
Committee Chair
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Summary of key issues

A key theme throughout this report is the level of uncertainty surrounding the potential impacts of the
coal seam gas industry. The many unanswered questions include: will the industry threaten the quality
and quantity of water resources? How dangerous is fraccing? Are there other potential health and
environmental impacts? Is coal seam gas a cleaner energy source than other fossil fuels? And what are
the economic benefits for New South Wales?

More data needs to be gathered to assess the potential impacts of the coal seam gas industry. In order
to do this, we need to allow the exploration phase to proceed. Exploration necessarily involves drilling.
While exploration and drilling are of great concern to many community members, they are unavoidable
if we are to assess whether it is safe for the industry to proceed to production. For example, without
drilling, we cannot assess the industry’s potential to contaminate or deplete water resources.

The key issues considered in this report, and the Committee’s recommendations, are summarised in the
following pages.

Water

A key question faced during this Inquiry was whether coal seam gas activities could contaminate or
deplete water resources. The scientific evidence on this question is contested. The Committee considers
that the uncertainty about the likelihood of these impacts occurring underscores the need for more data
to be gathered and analysed in regions where exploration is taking place. To this end the NSW
Government should actively engage with the Commonwealth’s Independent Expert Scientific
Committee, and request that regional-scale water assessments be finalised as a matter of urgency in
regions where exploration is taking place (Recommendation 1). In addition, some of the data needed to
assess cumulative water impacts is held by coal seam gas companies and is considered by some coal
seam gas companies to be commercial in confidence. Gaining access to this data should be a priority
for the Commonwealth’s Independent Expert Scientific Committee (see also Recommendation 1).

Fraccing

Inquiry participants expressed particular concerns about fraccing and its potential to heighten the risks
of water contamination and depletion. It would be premature for the Government to lift its
moratorium on fraccing before the chemicals used are tested, and a stringent regulatory framework is
put in place. The Committee recommends that the moratorium on fraccing remain in place until the
National Industrial Chemicals Notification and Assessment Scheme concludes its assessment and the
NSW Government considers any findings (Recommendation 9). The Committee is also concerned that
any leaks or spills of fraccing fluids or produced water could contaminate water resources. The
Committee therefore recommends that the open storage of fraccing fluids and produced water be
banned (Recommendations 8 and 10).

Remediation

Coal seam gas companies must be held accountable for remediation in the event of deleterious
environmental impacts. The Committee recommends that an effective model be developed to hold coal
seam gas companies to account for the full costs of remediating any potential environmental impacts,
such as water contamination or depletion, even if such impacts occur decades into the future
(Recommendation 11). The Committee also suggests that the Government consider expanding the
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monitoring of decommissioned wells, such as by conducting inspections at intervals of five years up to
20 years (Recommendation 7).

Community engagement

A number of Inquiry participants, and key stakeholders such as local councils and indigenous
communities, are disgruntled about the lack of genuine community engagement in relation to the coal
seam gas industry in New South Wales. In many instances community consultation appears to have
been inconsistent, poorly timed and restrictive. As one means to improve its engagement with regional
communities, the Committee recommends that the NSW Government establish regional ‘shop fronts’
(Recommendation 13). The ‘shop fronts’ should be staffed by Government officers who would educate
landholders on their rights and responsibilities when dealing with coal seam gas operators
(Recommendation 20), as well as regionally-based compliance officers (Recommendation 33).

Land access and compensation

Many Inquiry participants are concerned that coal seam gas companies will take an aggressive approach
to enforcing their access rights. Despite evidence to the contrary from several coal seam gas companies,
the Committee cannot dismiss the evidence that some operators have attempted to pressure
landholders for access, nor the possibility that companies may force access in the future. As such, the
Committee believes that the Petrolenm (Onshore) Act 1991 must to be reviewed with a view to
strengthening landholder rights (Recommendation 16).

Many Inquiry participants expressed concern about the access agreements that landholders must sign
before any exploration activity can be undertaken. An important step forward in redressing the unequal
bargaining positions of landholders and licence holders, is for the Government to lead the development
of a template access agreement to cover both the exploration and production phases
(Recommendations 17 and 18). Landholders should also be given the opportunity to seek legal advice
on access agreements and be reimbursed for reasonable costs of seeking this advice (Recommendation
19). In addition, if a landholder is required, or requests, to engage in arbitration over access, the
reasonable costs of this process should be reimbursed by the relevant coal seam gas company
(Recommendation 21).

There appears to be limited guidance for landholders when determining appropriate compensation for
hosting coal seam gas activities on their properties. The Committee therefore recommends that the
template access agreement for exploration and production take a default position whereby the
landholder be compensated in the sum of $5,000 per well head per annum (Recommendation 22).

Agriculture

Numerous Inquiry participants said that coal seam gas development cannot coexist with agriculture and
food production in many areas across the State, and called for ‘no go’ zones to be established. However
other Inquiry participants, such as the NSW Government, called for ‘balanced coexistence’ between
resource development, agricultural production and environmental protection. To achieve ‘balanced
coexistence’ the Government has developed Strategic Regional Lland Use Plans. The Committee is
concerned that only two Plans have been completed to date, and recommends that the development of
the remaining Plans, including for coastal areas, be expedited (Recommendation 24).
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Economic benefits

The evidence on the economic benefits of the coal seam gas industry is contested. Some Inquiry
participants suggested that the coal seam gas industry could deliver thousands of new jobs and billions
of dollars in investment to regional areas, and generate billions of dollars in royalties. However, other
Inquiry participants countered that the industry’s economic benefits have been overstated. In order to
maximise the industry’s economic benefits for New South Wales, the Committee recommends that the
five-year royalty holiday for coal seam gas production should be abolished (Recommendation 27), and
regional areas where most coal seam gas activity is occurring should have a greater share of royalties
(Recommendation 28).

Energy security, prices and greenhouse gas emissions

Opinions differed on the potential for coal seam gas to provide a cheap, secure and relatively clean
energy source. To ensure that any coal seam gas development in the State assists in containing price
increases and enhancing energy security, the Committee recommends that a portion of the coal seam
gas produced in New South Wales be reserved for domestic use (Recommendation 29).

The evidence on the greenhouse gas emissions of coal seam gas is also contested, particularly when
fugitive emissions are taken into account. While it is impossible to reach a definitive conclusion, the
Committee considers that af worst the greenhouse gas emissions of energy produced from coal seam gas
are likely to be equal to those from coal. The Committee believes that the dispute around greenhouse
gas emissions should not prevent the development of the industry in New South Wales.

Breaches of environmental regulations

A number of Inquiry participants alleged environmental pollution by coal seam gas companies. While
the Committee is mindful that many of these allegations are anecdotal and unproven, they are
nevertheless alarming. It has been revealed that a previously-dismissed concern, namely the pollution of
the Pilliga Forest by Eastern Star Gas, was ultimately proven correct. The Committee considers it
inexcusable that this pollution went undetected by NSW Government authorities. Given this example
of the NSW Government’s failure to adequately police the industry, the Committee is sceptical that all
coal seam gas companies are meeting their licence conditions, particularly given the large geographic
area in which exploration activity is occurring.

Regulation

Inquiry participants identified a number of claimed deficiencies in the regulatory regime including
fragmentation across government agencies, inadequate monitoring and enforcement, ineffective
complaints handling, and insufficient resourcing. In addition, there is a potential conflict of interest in
the role played by the Department of Trade and Investment, Regional Infrastructure and Services
(DTIRIS). To address these deficiencies, the Committee has therefore made several recommendations,
drawing on Queensland’s experience of regulating the coal seam gas industry.

The Committee recommends that a new Industry Unit be established within the Division of Resources
and Energy, DTIRIS (Recommendation 32). The Unit should function as a ‘one-stop-shop’ on coal
seam gas issues responsible for issuing licences, driving policy development and acting as a ‘knowledge
bank’ within Government. In addition, a new Compliance Unit should be established in the
Environment Protection Authority with responsibility for monitoring coal seam gas activities,
investigating incidents, and taking enforcement action where required (Recommendation 33). The Unit
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should be staffed by specialist officers including hydrogeologists and geologists. The establishment of a
Compliance Unit would address the potential conflict of interest in the role of DTIRIS by removing
the monitoring, enforcement and complaints functions. A dedicated Complaints Hotline should also be
established to answer calls from community members seeking to report concerns, and refer complaints
to the Compliance Unit for possible investigation and enforcement action if necessary
(Recommendation 34). In addition, a Petroleum Ombudsman should be established to oversee the
industry, which could potentially improve community confidence in the industry
(Recommendation 31).

Moratorium on production approvals

The Committee believes that New South Wales has a unique opportunity to get things right before
allowing the industry to develop further. Because the coal seam gas industry is in its infancy in New
South Wales, an effective regulatory regime can be implemented before the industry is allowed to
proceed to full-scale production. The Committee recommends that no further production approvals are
issued until the deficiencies in the regulatory framework are addressed and a comprehensive, effective
and transparent regulatory regime is put in place (Recommendation 35).
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Summary of recommendations

Recommendation 1 27
That the NSW Government request the Commonwealth Government’s Independent Expert
Scientific Committee to:

. work closely with the coal seam gas industry to overcome barriers to data-sharing,
and
. fund the conduct of regional-scale water assessments in New South Wales and the

development of models of cumulative water impacts as a matter of priority.

Recommendation 2 27
That the NSW Government consider tightening the Draft Code of Practice for Coal Seam Gas
Exploration so that the suggested measures around water testing and monitoring, including
documenting existing water bores, drilling monitoring bores, regularly monitoring water impacts
and paying for independent water testing, are required rather than gptional.

Recommendation 3 28
That the NSW Government amend the Draft Code of Practice for Coal Seam Gas Exploration to
require information on baseline data to be made publically available.

Recommendation 4 60
That the NSW Government progress as a priority the project being undertaken by the Office of
Water to assess the potential volume of produced water from the coal seam gas industry.

Recommendation 5 60
That the NSW Government not approve any coal seam gas activity without a solid waste
management plan included in the relevant approval.

Recommendation 6 62
That the NSW Government ensure that aquifer interference requirements are introduced for any
wells drilled into coal seams, including exploration wells.

Recommendation 7 63
That the NSW Government consider expanding the monitoring of decommissioned wells. This
could extend to inspections at intervals of five years up to twenty years.

Recommendation 8 63
That the NSW Government ban the open storage of produced water.

Recommendation 9 76
That the NSW Government continue the current ban on fraccing until the National Industrial
Chemicals Notification and Assessment Scheme assesses fraccing chemicals for their intended
use and toxicity according to international standards, and the NSW Government considers any
findings of this assessment.

Recommendation 10 76
That the NSW Government ban the open storage of fraccing fluids, and require coal seam gas
companies to store fraccing fluids securely prior to treatment and disposal.
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Recommendation 11 87
That the NSW Government develop an effective model to ensure that coal seam gas companies
are held responsible for covering the full costs of remediating any environmental impacts,
particulatly any long-term environmental damage.

Recommendation 12 91
That the NSW Government require, in the preparation of a Review of Environmental Factors,
referral to the Office of Environment and Heritage.

Recommendation 13 127
That the NSW Government establish ‘shop fronts’ to provide information and advice in the
regions most affected by coal seam gas development.

Recommendation 14 128
That the NSW Government require the Department of Trade and Investment, Regional
Infrastructure and Services to notify relevant local councils as soon as a petroleum exploration
licence application is made over their local government areas.

Recommendation 15 128
That the NSW Government implement the community consultation process as outlined in the
Draft Code of Practice for Coal Seam Gas Exploration at the point of exploration licence application
and on renewal.

Recommendation 16 137
That the NSW Government review the Pefrolenm (Onshore) Act 1991 with a view to strengthening
landholder rights and achieving a fair balance between the rights of landholders and coal seam
gas operators in relation to land access, and considering harmonisation with the Mining Act 1992
if possible.

Recommendation 17 145
That the NSW Government amend the Petrolenn (Onshore) Act 1991 to require a licence holder to
enter into an access agreement with a landholder for coal seam gas production.

Recommendation 18 146
That the NSW Government lead the development of a template access agreement in conjunction
with the NSW Farmers’ Association and the Australian Petroleum Production and Exploration
Association, as a matter of priority. The template access agreement should:

o be comprehensive and cover both the exploration and production of coal seam gas,
and
° include a clear statement about the right of landholders to seek legal advice.
Recommendation 19 146

That the NSW Government require coal seam gas operators to reimburse landholders for
reasonable legal costs incurred in the review of an access agreement.

Recommendation 20 146
That the NSW Government recruit officers to inform landholders of their rights and
responsibilities when dealing with coal seam gas companies and locate these officers in regional
‘shop fronts’.
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Recommendation 21 149
That the NSW Government require coal seam gas companies to reimburse landholders for the
reasonable costs of arbitration to resolve disputes about access agreements.

Recommendation 22 155
That the NSW Government ensure that the template access agreement for exploration and
production take a default position whereby the landholder be compensated in the sum of $5,000
per well head per annum.

Recommendation 23 170
That the NSW Government require an Agricultural Impact Statement to be prepared for all
exploration licence applications.

Recommendation 24 171
That the NSW Government expedite the development of the remaining strategic regional land
use plans for the Central West, Southern Highlands, Murrumbidgee, Alpine, Western and coastal
regions.

Recommendation 25 182
That the NSW Government prepare and publish projections of the employment opportunities
that could be created by the coal seam gas industry in regional areas.

Recommendation 26 187
That the NSW Government continue to publish forward estimates of the royalties expected to be
paid by the coal seam gas industry.

Recommendation 27 188
That should the coal seam gas industry proceed in New South Wales, the NSW Government
should require coal seam gas companies to pay the full royalty rate from the first date of
production under a petroleum title, and that coal seam gas companies be advised of this at the
time of their exploration licence application or renewal.

Recommendation 28 188
That should the coal seam gas industry proceed in New South Wales, the NSW Government
should collaborate with the Local Government and Shires Associations of NSW to develop a
‘Royalties for Regions’ program similar to that operating in Western Australia.

Recommendation 29 194
That should the coal seam gas industry proceed in New South Wales, the NSW Government
should implement a domestic gas reservation policy, under which a proportion of the coal seam
gas produced in New South Wales would be reserved for domestic use, similar to the policy in
Western Australia.

Recommendation 30 203
That the NSW Government include in all conditions of consent a requirement for petroleum
production to minimise fugitive emissions and to comply with an upper limit of 0.1 per cent
fugitive emissions.

Recommendation 31 221
That the NSW Government establish a position for a Petroleum Ombudsman.
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Recommendation 32 221
That the NSW Government establish an Industry Unit within the Division of Resources and
Energy in the Department of Trade and Investment, Regional Infrastructure and Services to
provide a coordinated response to coal seam gas developments in New South Wales. The Unit

should:
° issue licences for coal seam gas development,
o drive policy development on the coal seam gas industry, and
. provide a repository of knowledge within Government about coal seam gas issues.
Recommendation 33 222

That the NSW Government establish a Compliance Unit within the Environment Protection
Authority. The Unit should:

° undertake regular monitoring of coal seam gas operations,

° address community complaints, investigate incidents and take enforcement action
where required, and

o be comprised of specialist compliance officers, as many of whom as possible should
be located in regional ‘shop fronts’.

Recommendation 34 222
That the NSW Government establish a dedicated Complaints Hotline within the Compliance
Unit. The Hotline should:

o answer calls from community members seeking to report concerns about potential
environmental pollution or the behaviour of coal seam gas companies, and
° refer complaints to the Compliance Unit for investigation and possible action.
Recommendation 35 223

That the NSW Government issue no further production licences until a comprehensive
framework for the regulation of the coal seam gas industry is implemented.
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Chapter1  Introduction

This Chapter provides an overview of the inquiry process, including the methods the Committee used
to facilitate participation by members of the public, government agencies and relevant organisations. It
also includes a brief outline of the report structure.

Conduct of the Inquiry

1.1

1.2

1.3

1.4

1.5

1.6

1.7

Terms of reference

The Inquiry’s terms of reference were adopted on 5 August 2011 under the Committee’s
power to make a self-reference.

The terms of reference required the Committee to examine the environmental, health,
economic and social impacts of coal seam gas activities, as well as the role of coal seam gas in
meeting the future energy needs of New South Wales.

Issues for consideration included the impact of coal seam gas activities on ground and surface
water systems, greenhouse gas and other emissions, air quality, food security and agricultural
activity. Regulatory issues were also considered, including the legal rights of property owners,
and the capacity of current legislation, notably the Petroleum (Onshore) Act 1991, to provide
adequate regulation for the coal seam gas industry.

The terms of reference are reproduced in full on page iv.

Submissions

The Committee invited submissions by advertising in the Sydney Morning Herald, the Daily
Telegraph and the Newcastle Herald on 10 August 2011, and The Land on 11 August 2011. The
Committee also advertised in regional publications including the Sowthern Highlands News, the
lawarra Mercury, the Hunter Valley Town and Country Magazine, the Byron Echo, the Casino
Richmond River Express, the Lismore Northern Star and the Country Leader Magazine. A media
release announcing the Inquiry was also sent to all New South Wales media outlets. In
addition the Committee wrote to key stakeholders inviting them to make a submission to the
Inquiry. The closing date for submissions was 7 September 2011, but the Committee
continued to accept submissions after this date.

The Committee received a total of 911 submissions and 29 supplementary submissions from a
range of stakeholders including the State and local governments, community and
environmental groups, the coal seam gas industry, farmers and other landholders. The
Committee received hundreds of submissions from individuals, a good majority of who were
concerned about the impact of coal seam gas on their communities, and their health and
wellbeing.

A list of submissions is available at Appendix 1.
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1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

1.16

1.17

1.18

Proformas

The Committee received 184 identical statements from individuals. While each of the five pro-
formas used differed in content, all relayed concerns about the development of the coal seam
gas industry and its impact.

A list of people who sent pro-forma submissions is available at Appendix 2.

Hearings

The Committee held seven public hearings. Hearings were held at Parliament House on 17
November 2011, 8 December 2011 and 12 December 2011. Other hearings were held at
Alstonville on 21 September 2011, Taree on 31 October 2011, Narrabri on 16 November
2011 and Mittagong on 9 December 2011.

The Committee heard evidence from a range of interested people and organisations, including
the NSW Government, several local councils, various community groups, industry
associations, coal seam gas companies, and many landholders and local residents.

A list of witnesses who appeared at hearings is available at Appendix 3. Transcripts of the
hearings are available on the Committee’s website www.parliament.nsw.gov.au/gpsc5.

The Committee is grateful to the hundreds of individuals and organisations that participated in
the Inquiry and who provided such valuable evidence to the Committee.

Site visits

On 20 September 2011 the Committee travelled to Chinchilla, Queensland. During this visit,
the Committee took an aerial tour of coal seam gas fields and inspected a coal seam gas
development operated by the Queensland Gas Company. The Committee also met with
Chinchilla residents affected by coal seam gas development.

On 21 September 2011 the Committee travelled to Casino and met representatives from
Metgasco who accompanied Committee members on an inspection of a well site. From
Casino the Committee travelled to Kyogle and attended a morning tea with concerned local
residents organised by the Group Against Gas Kyogle.

Prior to the public hearing in Taree on 31 October 2011, the Committee hosted a morning tea
attended by several community organisations that are opposed to coal seam gas activity on the
Mid North Coast and in the Gloucester Valley.

On 15 November 2011 the Committee travelled to Gunnedah and visited the Santos Kahlua
pilot site, located North West of Gunnedah. Following this, the Committee flew to Narrabri
and undertook an aerial tour of the Eastern Star Gas operations in the Pilliga Forest.

On 9 December 2011, the Committee travelled to the Camden gas field with representatives
from AGL Energy. The Committee was shown examples of coal seam gas development
coexisting alongside the farming industry and housing development.
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The Committee would like to thank the organisations and individuals who contributed to the
success of these visits.

Briefings

On 7 October 2011 Mr John Whitehouse, Solicitor and Fellow in Environmental Studies at
Macquarie University and expert in mining and environmental law, provided a briefing to the
Committee on the legislative and regulatory framework applying to the coal seam gas industry.

On 15 October 2011 the Committee received a briefing from two Narrabri landholders, Mr
Owen Lane and Mr Peter Gett, who described their personal experience of having an access
agreement enabling coal seam gas development to take place on their land.

Transcripts of both  briefings are available on the Committee’s website
www.patliament.nsw.gov.au/gpsc5

Key stakeholders

A number of key stakeholder groups have emerged as the coal seam gas industry has
developed within New South Wales.

As a principal stakeholder the NSW Government is responsible for regulating the coal seam
gas industry. Several agencies are directly involved in providing regulation, planning,
environment protection, energy and investment, including: Department of Planning and
Infrastructure, Department of Trade and Investment, Regional Infrastructure and Services
(including the Department of Primary Industries and the Division of Resources and Energy)
and the Office of Environment and Heritage.

The local government sector was represented during the inquiry by the Local Government
and Shires Associations of NSW, the peak bodies for local government within New South
Wales. The Associations represent 152 general-purpose councils, the special-purpose county
councils and the regions of the NSW Aboriginal Land Council. In addition several regional
councils who have experienced the presence of the coal seam gas industry presented the views
of their local community.

There are five major gas companies that have been involved in the exploration or production
of coal seam gas in New South Wales: Metgasco, Eastern Star Gas, Dart Energy Limited,
AGL Energy Limited and Santos. The Committee received evidence from these companies
and the peak national body representing the oil and gas exploration and production industry,
the Australian Petroleum Production and Exploration Association (APPEA).

Several community groups provided submissions to the Committee and attended hearings as
witnesses or members of the public gallery. Those who made formal representations
included: Stop Coal Seam Gas (Sydney and Illawarra), Lock the Gate Alliance, Richmond
Wilson Combined Water Users’ Association, Scenic Hills Association, Keerong Gas Squad,
Barrington-Gloucester-Stroud Preservation Alliance, Group Against Gas Kyogle and Friends
of the Pilliga. In addition, the Committee received submissions from several recognised
environmental groups.
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1.28

1.29

1.30

1.31

1.32

1.33

1.34

1.35

1.36

1.37

The farming community was also mobilised by the emergence of the coal seam gas industry
and the Committee received submissions from many individual landholders. The NSW
Farmers’ Association, the state farming organisation representing the interests of commercial
farmers in New South Wales, also provided evidence, along with the Country Women’s
Association of New South Wales.

Report structure

Chapter 2 provides an overview of what coal seam gas is, what it can be used for, where it is
found and how it is extracted. The regulatory framework for the exploration and extraction of
coal seam gas is also briefly outlined, along with a summary of recent government
announcements.

Chapter 3 examines the scientific evidence considered by the Committee in their efforts to
determine whether coal seam gas development could jeopardise the quality and quantity of our
water resources. The Chapter highlights the need for further investigation to enable fully
informed decisions to be made on future of the coal seam gas industry.

Chapter 4 continues to examine water related concerns including the interconnectivity of
aquifers, well integrity, depletion of water resources and the proper disposal of produced
water and solid waste.

Chapter 5 addresses hydraulic fracturing (fraccing) a technique that has caused great concern
in the community, particularly in relation to the chemicals used in fraccing fluids and the
impact these may have on the health of humans and livestock.

Chapter 6 explores the potential impacts of coal seam gas activities on the natural
environment, including placement of infrastructure and wells on crown lands. The Chapter
raises the concerns of Inquiry participants about the adequacy of the approvals process,
including the environmental assessment of coal seam gas projects.

Chapter 7 outlines the views of the community around the coal seam gas industry. This
Chapter explores some of the reasons for these concerns but also outlines the views of those
that support the development of the coal seam gas industry.

Chapter 8 discusses the level of engagement the coal seam gas industry has had with the
community and suggests methods the industry could adopt to improve consultation with the
community and other key stakeholders, including local government and indigenous
communities.

Chapter 9 considers the legal rights of landholders, including the Government’s authority to
approve prospecting on their land, and the development of access agreements with coal seam
gas operators. Other landholder issues are also discussed including compensation, the process
of arbitration, and the impact of coal seam gas development on property values.

Chapter 10 examines the potential consequences of coal seam gas development on agriculture
and food production. The Chapter looks at the feasibility of the coal seam gas industry
coexisting alongside the agricultural industry. It also explores the practicality of implementing
‘no go’ zones that are off limit to the coal seam gas industry.
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Chapter 11 explores the significance of the predicted economic benefits provided by the coal
seam gas industry in New South Wales, particularly its job creation potential in regional areas.
The Chapter also examines the current scheme of providing royalties to the State.

Chapter 12 considers the role of coal seam gas in meeting our energy needs into the future
while maintaining energy affordability. This Chapter also examines the claims of industry
proponents that coal seam gas is a clean green energy source that is capable of decreasing
greenhouse gas emissions.

The final Chapter, Chapter 13, examines various regulatory issues including the robustness of
the regulatory framework and the adequacy of monitoring, compliance and complaints
measures.
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Chapter 2  Background

This Chapter provides background information on coal seam gas, including what it is, where it is
located and how it is extracted. The Chapter also includes a brief overview of the regulatory framework
for the exploration and extraction of coal seam gas.

What is coal seam gas?

21

2.2

2.3

Coal seam gas, also referred to as coal seam methane or coal bed methane, is an
unconventional natural gas that occurs naturally within the pores or fractures of coal seams.”
Coal seams can be found at depths ranging from 300 to 1,000 metres.” While coal seam gas is
generally at least 95 percent methane," it can also contain other gases including carbon dioxide,
carbon monoxide, nitrogen, and other hydrocarbons other than methane (for example, ethane,
propane and butane).5 Coal seam gas is used for industrial and domestic uses, as well as in gas
turbines to generate electricity.’

The main difference between conventional or unconventional gas is the geology of the
reservoirs from which they are extracted. Conventional gas is obtained from underground
reservoirs, largely comprised of porous sandstone, and can be released through a well without
the need to pump.” Unconventional gas, including coal seam gas, shale gas and tight gas, is
contained in complex geological systems that limit the migration of the gas without
technological intervention.®

When coal seam gas is discovered, the scale, quantity and recoverability of the resource is
estimated and categorised based on the level of certainty associated with its recovery.” In
August 2011, Australia’s proved and probable (2P) coal seam gas reserves were estimated to
be 38,000 PJ of which 2,910 PJ are located in New South Wales. "

10

CSIRO, What is coal seam gas?, 2 November 2011, accessed 29 February 2012,
<www.csiro.au/news/coal-seam-gas>

CSIRO  What is coal seam gas?, 2 November 2011, accessed 29 February 2012,
<www.csiro.au/news/coal-seam-gas>

CSIRO  What is coal seam gas?, 2 November 2011, accessed 29 February 2012,
<www.csiro.au/news/coal-seam-gas>

Patliament of Australia, The development of Australia’s coal seam gas resonrces, Patliamentary Library
Background Note, 28 July 2011, p 1.

Parliament of Australia, The development of Australia’s coal seam gas resources, Parliamentary Library
Background Note, 28 July 2011, p 1.

CSIRO  What is  coal seam  gas?, 2 November 2011, accessed 26 March 2012,
<www.csiro.au/news/coal-seam-gas>

CSIRO  What is coal seam gas?, 2 November 2011, accessed 29 February 2012,
<www.csiro.au/news/coal-seam-gas>

Society of Petroleum Engineers, SPE Petroleum Resources Management System Guide for Non-Technical
Users, accessed 26 March 2012, <www.spe.org/industry/docs/PRMS_guide_non_tech.pdf>

Australian Competition and Consumer Commission, State of the Energy Market 2071,
9 December 2011, p 77-79.
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2.4

2.5

2.6

2.7

Coal seam gas production is relatively new in Australia and the first coal seam gas was

gas p Y h 8
produced commercially in Queensland in 1996." The rate of growth of coal seam gas
production is expected to increase substantially in the coming years.

How is coal seam gas extracted?

Coal seam gas is held in place within coal seams by water pressure. To release the gas, the
water must be extracted by drilling a well that reaches down into the coal seam, reducing the
pressure and allowing the gas to flow."”” The gas is then processed to remove water and piped
to compression plants for injection into gas transmission pipelines.”” Once operational, a coal
seam gas well may produce gas for between 10 to 20 years."*

Individual wells can take from three days to three weeks to set up, drill and complete. The
time required will vary, depending on well depth, the geology of the area and the rig used.”
Drilling for petroleum is not a new technology, with the first exploratory oil well drilled in
Australia over 150 years ago.'

Coal seam gas wells are lined with two layers of steel casing and cement is pumped between
the layers.'” A well is designed to isolate aquifers'® and prevent water and gas from moving
from one sub-strata to another."” The following diagram illustrates a basic coal seam gas well™:

20

Geoscience Australia, Australian Mines Atlas, accessed 1 March 2012,
<www.australianminesatlas.gov.au/education/fact_sheets/coal_seam_gas.html>.

CSIRO, What is coal seam gas?, accessed 29 February 2012, <www.csiro.au/news/coal-seam-gas>

Australian Petroleum Production and Exploration Association (APPEA) Coal Seam Gas — industry
introduction, accessed 1 March 2012, <www.appea.com.au/csg/industry-facts/fact-sheels/969-csg-
industry.html>

APPEA,  Coal  Seamr  Gas —  industry  introduction,  accessed 1  March 2012,
<www.appea.com.au/csg/industry-facts/fact-sheels/969-csg-industry.html>.

APPEA, Coal Seam Gas — industry introduction, accessed, 1 March 2012, <www.appea.com.au>
<www.appea.com.au/oil-a-gas-in-australia/history/1800-1958.html> (accessed 12 April 2012)
NSW Government, Draft Code of Practice for Coal Seam Gas (CSG) Exploration, March 2012, p 15.

NSW Government, Draft NSW Aquifer Interference Policy — Stage 1, March 2012. Note: The Draft
Policy defines an aquifer as a geological structure or formation, or an artificial landfill that is
permeated with water or is capable of being permeated with water.

APPEA, Coal Seam Gas — industry introduction, accessed 1 March 2012, <www.appea.com.au>
Submission 447, Australian Petroleum Production and Exploration Association (APPEA), p 3.
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Figure1 Basic schematic of a coal seam gas well

Hey Features

T 1 Variable speed electric motor
willh pump drive assembly is
mounted on wellhead.

2. Surface Conductor (steel) passes
through toepsail into solid
sandstons. Itis drilled first and
cemented into place to provide a
stable foundaticn for subsequent
drilling (by preventing the hole
from collapsing).

surface |

L 3. Surlace Casing (steel) passes
throwgh the entire Pilliga
sandstona layer, Itis cemented
into place so that good quality
water from the Pilliga cannot
drain away, and to ensure poor
guality walter from deeper layers
cannot enter te Pilliga.

4. Production Casing {steel) runs all
the way from the surface to the
target coal seam. It is cemented
into place and further ensures
that water cannol move fram
one layer of the earth to another
layer.

i h

W

PR L

;

Shaft driven pump is used to
pump water from the well, Gas
flows up through the well to the
surface.

=

G, The well extends below the
production casing through the
target coal seam into the rock
[‘basement’) balow the coal.
Water and gas flow from the
target coal into the well. Water
from the target coal seam
contains around 1% dissolved
solids and, without processing, is
not suitable for agricultural or
other uses.

Different drilling techniques are used to extract coal seam gas, depending on the geological
setting of the coal seams as well as the ease of the gas flow.”’ The technique of hydraulic
fracturing (fraccing) may be used to increase the permeability of a coal seam and improve gas
flow. This process involves high pressure injection of a sand/water slurry, which may include
chemicals, into the coal seams to fracture the seam and hold the fractures open, enabling the
gas to be released.”

21

22

Patliament of Australia, The development of Australia’s coal seam gas resources, Patliamentary Library
Background Note, 28 July 2011, p 2.

Parliament of Australia, The development of Australia’s coal seam gas resonrces, Parliamentary Library
Background Note, 28 July 2011, p 2.
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2.9

2.10

Another method used to extract coal seam gas is multi-lateral, in-seam drilling. This technique
can be used to target several coal seams from a single well head on the surface. Horizontal legs
are drilled laterally within each seam for a distance of several kilometres, allowing for greater
production from fewer surface installations, minimising the need for fraccing. The following
diagram illustrates multi-lateral or in-seam drilling: *

Figure 2 Multi lateral surface to in-seam (SIS) well accessing several streams

Where is coal seam gas in New South Wales?

There has been a dramatic increase in petroleum title applications in the State over the past
few years, representing exploration work programs valued at up to $30 million per year.” The
number of petroleum exploration licences in New South Wales has risen from 11 in 1993% to
47 in December 2011,” and there are currently 7 petroleum exploration licence applications
under consideration.” More than 20 companies currently hold exploration licences.”® Over the
period 2010 to 2031, reserves for coal seam gas in New South Wales are projected to increase
to 16,718 PJ, of which 13,785 PJ will be from the Gunnedah Basin.”

23

24

25

20

27

28

29

Submission 406, Dart Energy Ltd, p 5.

NSW Government, Trade and Investment, Resources and Energy, accessed 13 March 2012,
<www.dpi.nsw.gov.au/minerals/resources/petroleum/activity-in-nsw>.

NSW Government, Trade and Investment, Resources and Energy, accessed 13 March 2012,
<www.dpi.nsw.gov.au/minerals/resources/petroleum/activity-in-nsw>.

Answers to supplementary questions, received 13 December 2011, Mr Mark Paterson,
Director-General, Department of Trade and Investment, Resources and Energy, Question 4, p 4.
NSW Government Resources & Energy, accessed 14 March 2012
<www.dpi.nsw.gov.au/minerals/titles/status-reports/Petroleum-TitlesCurrent2012-03.pdf>.
Answers to supplementary questions, received 13 December 2011, Mr Paterson, Director-General,
Department of Trade and Investment, Resoutces and Energy, Question 4, p 4.

Australian Energy Market Operator, Gas Statement of Opportunities (GSOO) 2011, Chapter 6,
page 6-0.

10

Report - May 2012



211

212

2.13

2.14

GENERAL PURPOSE STANDING COMMITTEE NO. 5

The most active coal seam gas exploration activity to date has taken place in the Hunter
Region, Gloucester Basin, Gunnedah Basin, Southern Coalfield (near Camden) and the
Clarence Moreton Basin in north eastern New South Wales.” Petroleum exploration licences
have been issued in several other regions, including the Illawarra, Central Coast and Sydney
where there has been more limited exploration activity.

Technological advancements, including improved techniques to identify and drill for coal
targets, have stimulated the emergence of the coal seam gas industry in New South Wales.”
However, industry activity has been mostly limited to exploration, with only a small number
of coal seam gas projects given approval to commence production, including:

. Camden Gas Project (Stages 1 and 2) - AGL Energy Limited
. Gloucester Gas Project - AGL Energy Limited
. Narrabri Gas Project - Santos

o Richmond Valley Power Station and Casino Gas Project - Metgasco.”
Only two these developments, Camden and Narrabri, are currently producing coal seam gas.

The AGL-owned Camden Gas Project is the largest producer of coal seam gas in New South
Wales. In 2009, it produced 5.6 PJ*’ and is aiming to supply around six percent of the New
South Wales domestic gas market.”* The Narrabri Gas Project, operated by Santos, is also
producing small amounts (0.2 PJ) of coal bed methane which is being used to power the Wilga
Park Power Station.”

Regulation

2.15

2.16

State governments are primarily responsible for assessing and approving coal seam gas
projects. The Commonwealth Government may play a role in certain limited circumstances
(outlined below), while local governments have virtually no role to play.

The Crown owns the oil and gas under the surface of all land in New South Wales, and the
NSW Government on behalf of the Crown licenses explorers to prospect for that oil and gas.
The primary Act of Parliament governing coal seam gas exploration is the Petroleum (Onshore)
Act 1991 (the Act). It provides the legislative framework under which explorers obtain
petroleum exploration licences and other petroleum titles, namely assessment leases,
production leases and special prospecting authorities.

30

31

32

33

34

35

Submission 642, New South Wales Government, p 6.

Australian Energy Market Operator, GSOO 2011, Chapter 3, page 3-18.

NSW Department of Primary Industries, What is coal seam gas?, accessed 7 March 2012,
<www.dpi.nsw.gov.au/minerals/community-information/ coal-seam-gas /what-is-coal-seam-gas>
Geoscience Australia, Awstralia’s 1dentified Mineral Resources 2010, p 23, accessed 1 March 2012,
<www.ga.gov.au/image_cache/GA19253.pdf>.

Submission 344, AGL Energy Limited, p 1.

Department of Primary Industries, Coal seam methane in NSW, accessed 20 January 2012,
<dpi.nsw.gov.au/minerals/geological/ overview/regional/sedimentaty-basins/methanensw>.
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2.18

2.19

The Act is administered by the Department of Trade and Investment, Regional Infrastructure
and Services. Several other agencies are responsible for oversight of the industry including the
Department of Planning and Infrastructure, Department of Primary Industries, Division of
Resources and Energy, and the Office of Environment and Heritage.

The Commonwealth Government is only required to assess and approve a coal seam gas
project if it is considered to involve a matter of national environmental significance, defined
under the Environment Protection and Biodjversity Conservation Act 1999 (Cth). The Department of
Sustainability, Environment, Water, Population and Communities administers this Act.
Matters of national environmental significance include threatened species and ecological
communities, migratory species, wetlands of international importance (RAMSAR wetlands),
the values of declared World Heritage properties, and the value of National Heritage places.
The Committee notes that the role of the Commonwealth Government’s new Independent
Expert Scientific Committee on Coal Seam Gas and Coal Mining is considered in Chapter 3.

While certain councils recognise coal seam gas activity in their Local Environmental Plans, the
NSW Government, as the regulatory authority for coal seam gas, can overrule council
decisions about whether to allow coal seam gas development in their Local Environmental
Plans.

Petroleum titles

2.20

2.21

2.22

Petroleum activities in New South Wales must be conducted under a petroleum title. In
making an application for a petroleum title, a potential explorer must provide supporting
information of the proposed work program, and evidence of their financial standing and
technical qualifications. There are three types of petroleum title specified under the A¢z

. Petroleum exploration licence (PEL)
. Petroleum assessment lease (PAL)

. Petroleum production licence (PPL)*

Each licence requires a separate approval process and the granting of an exploration licence
does not guarantee that a production licence will be granted.

Exploration

A petroleum exploration licence, issued by the Department of Trade and Investment,
Regional Infrastructure and Services, provides the explorer with the exclusive right to
prospect for petroleum. A petroleum exploration licence can cost up to $15,000,” and may be
issued for a period of up to six years,” after which it may be renewed. A petroleum
exploration licence can be given for one and up to 140 blocks which are defined by

36

37

38

Parliament of NSW, NSW Parliamentary Library Research Service e-brief 1/2011, Regulation of the
coal seam gas industry in Australia by Lenny Roth, January 2011, p 2.

NSW Government, Minerals & petroleum titles — Fees under the Petroleuns (Onshore) Act 1991.
Petrolenm (Onshore) Act 1991, s 31.

12
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longitudinal and latitudinal boundary lines.” Petroleum exploration licences are granted with
conditions which include requirements relating to reporting, environmental protection,
rehabilitation and security deposits."’

Once an explorer has been granted an exploration lease, the explorer will conduct a ‘desktop’
analysis to develop their strategy and identify areas for potential activity. This may be followed
by seismic studies to model the sub-surface. Core holes may also be drilled to determine how
much coal is present and where it is located. If the exploration process is proving successful,
the explorer may move to drilling pilot test wells to determine if there is enough coal seam gas
to proceed to production. A pilot test well may operate for over a year and several wells may
be needed to prove the existence of petroleum."

If petroleum is discovered, the explorer must immediately inform the Minister.” Following
this the Minister may require the licence holder to apply for an assessment or production lease
within a specified time frame.®

Exploration activities identified as having a minimal impact do not require specific approval.
Higher impact activities, activities in sensitive areas, and activities that have the potential to
affect threatened species or ecological communities require additional approval and coal seam
gas companies are required to prepare a Review of Environmental Factors.” If the Division
of Resources and Energy considers that the environmental impacts are likely to be significant,
they may request that an Environmental Impact Statement be prepared.®

In addition, some petroleum exploration activities may be declared State Significant
Development and require approval by the Minister for Planning and Infrastructure.*

Assessment

A petroleum assessment lease is an interim stage title midway between a petroleum
exploration lease and a petroleum production lease. A petroleum assessment lease provides
approval for the explorer to continue exploration on the land covered by the lease and
provides retention of rights where petroleum has been discovered and is expected to be
commercially viable in the future. The holder is allowed to recover petroleum in the course of

40

41

42

43

44

45

46

Mr John Whitehouse, Solicitor and Fellow in Environmental Studies, Macquarie University,
Evidence, 7 October 2011, p 1.

Department of Primary Industries, Approval Process and conditions for CSG exploration, accessed
7 March 2012, <www.dpi.nsw.gov.au/minerals/community-information/coal-seam-gas/how-is-
csg-regulated>.

NSW Government, Draft Code of Practice for Coal Seam Gas, March 2012, p 5.
Petrolenm (Onshore) Act 1991, s 27.
Petroleum (Onshore) Act 1991, s 32.

Department of Primary Industries, Petrolenm Exploration (incl. CSG) — Requirements for an exploration
project  under  the  Petrolewm  (Onshore) — Act 1991, accessed 15  March 2012,
<www.dpi.nsw.gov.au/minerals/environment/petroleum#For-Petroleum-Assessment-Leases>.
Department of Primary Industries, ESG2: Environmental Impact Assessment Guidelines for exploration,
mining and petrolenm production activities subject to Part 5 of the Environmental Planning and Assessment Act
1979, March 2012, p 3.

State Environmental Planning Policy (State and Regional Development) 2011, Schedule 1, Clause 0.
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2.28

2.29

2.30

assessing the viability of commercial mining."” Petroleum assessment leases cost between
$10,000 to $15,000* and can be issued for up to six years.49 It is limited however to only four
blocks.”

Production

A petroleum production lease provides the lease holder with the exclusive right to conduct
petroleum mining operations on the land included in the lease, along with the right to
construct and maintain the required infrastructure, including buildings, dams, pipelines,
telephone lines, electricity power lines, tanks, pumping stations, tramways, railways and other
structures and equipment.”’ The coal seam gas operator must place a notice in a State-wide
newspaper that they have lodged or intend to lodge an application for petroleum production.”
The area covered by the lease is limited to four blocks™ and the lease will have a term not
exceeding 21 years.™

Prior to obtaining a petroleum production lease, a coal seam gas operator must receive
planning approval for the proposed development under the Environmental Assessment Act 1979
through the Department of Planning and Infrastructure.” Unlike the exploration phase where
an Environmental Impact Assessment may or may not be required, an Environmental Impact
Statement must always be obtained for petroleum production.”

The coal seam gas operator may also need to include an Agricultural Impact Statement if the
development has the potential to affect agricultural resources or industries. The Agricultural
Impact Statement will be assessed by the Department of Planning and Infrastructure to
determine the value of the agricultural resources and associated enterprises affected, the
agricultural impact of the project, and whether the impacts are unacceptable and should be
avoided.”

47

48

49

50

51

52

53

54

55
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57

Petroleum (Onshore) Act 199, s 33.

NSW Government, Minerals & petroleum titles — Fees under the Pezroleuns (Onshore) Act 1991.
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If development consent is provided, conditions will be imposed to minimise potential
environmental impacts. In addition, rehabilitation and environmental performance conditions
will be attached to the petroleum production lease as prescribed under the Petrolenn: (Onshore)
Act 1991.°

Recent State and Commonwealth announcements

2.32

2.33

2.34

The NSW Government announced in May 2011 that it intended to implement a Strategic
Regional Land Use Policy to °...strike the right balance between our important agricultural,
mining and energy sectors — while ensuring the protection of high value conservation lands’.”
Transitional arrangements were announced that were effective immediately, including a 60 day
moratorium on the approval of new petroleum exploration licences to allow for stakeholder
consultation. As at 12 December 2011, the NSW Government had not issued any new
licences for production or exploration,” or renewed any existing licences.” The Government
announced further changes in July 2011 which included a ban on the use of BTEX chemicals
during coal seam gas drilling, a ban on the use of evaporation ponds relating to coal seam gas,
a moratorium on fraccing until 31 December 2011 and new water licencing requirements.”

In December 2011, the Government extended the moratorium on fraccing until April 2012,
allowing for the completion of an independent review process of fraccing standards and well
design.”” This moratorium only applies to new fraccing approvals. The Committee notes that
no fraccing operations have been undertaken since the ban came into place. The review of
fraccing standards and well design is due for release in April 2012.

On 6 March 2012, the NSW Government released several documents under the banner of the
Strategic Regional Land Use Policy. This Policy is intended to strengthen the regulation of the
coal seam gas industry.”* The documents released included:

. Draft Code of Practice for Coal Seam Gas Exploration

o Guideline for community consultation requirements for the exploration of coal and petroleum, including
coal seam gas
. Guideline for agricultural impact statements

. Draft NSW Aquifer Interference Policy — Stage 1

58

59

60

61

62

63

64

Department of Primary Industries, Petroleum Production, accessed 14 March 2012
<www.dpi.nsw.gov.au/minerals/community-information/ petroleum-production.

Hon Brad Hazzard MP, Minister for Planning and Infrastructure, ‘NSW Government adopts
rigorous strategic approach to regional land use planning’, Media Release, 21 May 2011.

Mr Paterson, Evidence, 12 December 2011, p 21.
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Hon Chris Hartcher MP, Minister for Resources and Energy, ‘NSW Government has listened and
acted: Tough new conditions for coal and coal seam gas’, Media Release, 21 July 2011.

Hon Chris Hartcher MP, Minister for Resources and Energy, ‘NSW Government extends fraccing
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2.35

2.36

2.37

2.38

2.39

. Draft Strategic Regional Land Use Plans (Upper Hunter and New England North West
regions).

The Government has allowed a period of eight weeks until 3 May 2012 for stakeholders,
including members of the community, to comment on all draft documentation. In addition,
the Government has scheduled several public forums and ‘drop in’ sessions throughout the
State.”

In relation to Strategic Regional Land Use Plans, the Government intends to develop plans
for all regions in New South Wales where there is high value agricultural land and increasing
activity in the coal and coal seam gas industries.

In addition to the above instruments, the Government also announced details of a new
assessment process, called the ‘Gateway’, which aims to protect high-value agricultural land.
Applications for coal seam gas development on or within two kilometres of property that has
been identified as strategic agricultural land will be assessed by an independent panel of
experts through a Gateway assessment process before they can proceed.”

Federally, the Commonwealth Government announced in November 2011 that it would
provide funding of $150 million to establish an Independent Expert Scientific Committee that
will provide advice and research on coal seam gas, with particular emphasis on water
resources. An Interim Committee was appointed in January 2012 which will remain in place
until the permanent Committee is formally established.” In addition, the Commonwealth
established a new National Partnership Agreement with the States, requiring them to take into
account the advice of the Independent Expert Scientific Committee in assessment and
approval processes, along with $50 million in incentive payments to deliver on this outcome.”
In March 2012, the NSW Government signed up to the National Partnership Agreement,
which will entitle New South Wales to $17.5 million in incentive payments.”’

In December 2011, the Standing Council on Energy and Resources, comprising Australia’s
energy and resources Ministers, convened for the first time. Ministers agreed to a work
program for developing a national harmonised regulatory framework for coal seam gas based
on key areas of community concern, including water management and monitoring, well
integrity and aquifer protection, and monitoring of hydraulic fracturing and chemical use. The
framework is due for completion in September 2012.”
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Chapter 3  Scientific evidence

This Chapter examines a key question facing this Inquiry: whether coal seam gas development will
endanger our water resources. The scientific evidence on this issue is contested. Inquiry participants
disagree about the likelihood of the industry leading to contamination of water resources or depletion
of water supplies. Many Inquiry participants also hold grave fears about the fraccing process and
whether it exacerbates the risks to water supplies. The industry’s track record in other jurisdictions does
not help to answer these questions, as it is difficult to make direct comparisons.

What is clear is that more work needs to be done to answer these fundamental questions. Some Inquiry
participants, including the coal seam gas companies and the Government, argue that we need the
exploration phase to gather the data we need to answer these questions. Large sections of the
community, however, are unconvinced; they are skeptical of the exploration process, which can have
the look and feel of fully-fledged production, and argue that exploration poses too high a risk to
proceed. Many of these Inquiry participants called for a moratorium on exploration so we can fully
assess the potential impacts of the industry before proceeding. The calls for a moratorium highlight two
different approaches to managing the risks posed by the coal seam gas industry: the precautionary and
adaptive management approaches. The thinking behind these two approaches underpins much of the
debate on whether to allow the industry’s development to proceed.

The scientific evidence on water impacts

3.1 The Committee heard conflicting evidence on a key question posed by the coal seam gas
debate, which is: what is the likely impact of coal seam gas activities on water resources?
Many Inquiry participants fear that coal seam gas activities could ‘crack’ aquifers, resulting in
aquifer cross-contamination. They also worry that many of the impacts on our water systems
will not be evident until decades later, when it is too late to take preventative measures. The
fraccing process has heightened community concerns around the coal seam gas industry, and
the Committee heard a wealth of evidence on the potential dangers posed by the fraccing
process. This section examines the evidence from Inquiry participants on the science
underlying much of the coal seam gas debate.

3.2 The Committee notes that if some of the risks to water resources posed by coal seam gas
development were realised, the consequences may be disastrous — such as the contamination
of water used for drinking and agricultural purposes, as well as the potential to deplete the
water supplies available to all water users. These risks, including the possible impacts of
fraccing, are considered in the next chapter.

Operation of ground and surface water systems

3.3 Inquiry participants hold very different views on whether we have a good understanding of
ground and surface water systems. This understanding is critical if we are to accurately model
the potential impacts of coal seam gas activities. Supporters of the industry, such as the coal
seam gas companies, tend to claim that we have a good understanding of water systems. When
questioned on whether we have a good understanding of what happens below ground, such as
ground water systems, Mr Jason Needham, Exploration Operations Manager, Dart Energy,
said: “There is good science behind it [the workings of the subsurface|; the science is
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3.4

3.5

3.6

3.7

well-established ... There is definitely a really good understanding of the subsurface’.” This
point was supported by Mr Peter Henderson, Managing Director, Metgasco: “The industry and
its science are already well understood...”.”

On the other hand, numerous Inquiry participants insist that more work needs to be done to
understand the workings of our water systems. The NSW Farmers’ Association expressed
their concern at the ‘paucity of groundwater data’ and described our ability to manage the
impacts of the coal seam gas industry as ‘grossly inadequate’.”’In relation to groundwater,
NSW Farmers’ Association observed that ‘being largely inaccessible to direct observation,
groundwater mapping only can be achieved through modeling processes involving bore data,

remote sensing and geological study’.”

Some Inquiry participants said that while we may have a good understanding of the principles
underpinning the operation of ground and surface water systems, more work needs to be
done around specific issues such as aquifer interconnectivity. According to Ms Jon-Maree
Baker, Executive Officer, Namoi Water:

The aquifers are well understood at alluvium level. The interconnectivity that you are
talking about between alluvial and coal seam gas areas I do not believe is well
understood. Nor do I believe that it is well researched. In our endeavours to establish
concrete scientific independent information, we certainly are not turning up a
significant amount of studies.”

The Committee also heard that our understanding of aquifer connectivity has changed in
recent years as new data has emerged. According to Associate Professor Willem Vervoort and
Dr Floris van Ogtrop, Hydrology Research Laboratory, Faculty of Agriculture, Food and
Natural Resources, The University of Sydney:

. almost every underground rock layer is connected to other layers. Sometimes this
connection is only slight, but in many cases the connections are significant ... Initially
it was thought that connections were very limited, for example the Great Artesian
Basin was seen as totally separate from the overlying aquifers in the Namoi. However,
work in the 1990’s and the 2000’s has shown that extraction of water from the
overlying production (irrigation aquifers) has caused a slow mixing with Great
Artesian Basin water.”

They recommended that the NSW Government pursue a ‘very cautious approach’ to granting
further licences until ‘more understanding can be gained about the connectivity of different
underground aquifers in NSW ...”.""
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In relation to aquifer connectivity, Dr Stuart Khan, Senior Lecturer, Water Research Centre,
University of New South Wales, said that ‘a major data gap is understanding the hydraulic data
and the interconnectedness between much of Australia’s aquifers’.’”® He called for detailed
study of the individual aquifers affected by coal seam gas development:

... I think that what at least we could be doing is taking a very close look at particular
aquifers on a case-by-case basis ... and trying to understand the interconnectivities of
those aquifers as best as possible.”

Dr Khan cautioned that before proceeding with coal seam gas development, we should
attempt to fill our ‘knowledge gaps’, particularly those around water resources.”

Many Inquiry participants highlighted the need to do more work to understand the operation
of the specific water systems in the areas where coal seam gas development is planned.
Dr Francesca Andreoni, Strategic Planning Manager, Namoi Catchment Management
Authority, said that unanswered questions remain even in the well-studied Namoi region:

... the geology and the hydrology of the Namoi catchment is complex. Whilst it is one
of the better studied catchments in Australia, there are still some real challenges in
understanding the relationships between aquifers, how the groundwater is interacting
and also the interactions between surface and groundwater, which are quite complex.8!

The NSW Government acknowledged the need to study the workings of specific water
systems, observing that potential water impacts ‘... cannot be generalised across the
landscape. It is therefore very important that site specific data be used to assess the likely
impacts of a CSG extraction ..."."

The Committee was informed of initiatives that are underfoot to address the ‘data gaps’ in
understanding the workings of water systems. For example, in calling for groundwater
modelling on a national scale, NSW Farmers referred to the National Groundwater
Information System being developed by the Water Division of the Australian Bureau of
Meteorology. NSW Farmers called on the NSW Government to seek an urgent briefing on
the applicability of this project to New South Wales.*’

In addition, the National Water Commission is undertaking a project to assess potential local
and cumulative impacts of coal seam gas on groundwater resources. The Commission noted
that these this project is ... intended to assist in the management of CSG”.**
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3.14

3.15

3.16

3.17

3.18

On many occasions Inquiry participants referred to the Namoi Water Study being undertaken
by the Namoi Catchment Management Authority. Dr Andreoni noted that the aim of the
Namoi Water Study is to fill the data gaps regarding aquifers and groundwater in the Namoti
catchment:

The idea of the Namoi Water Study, which ends in March, is that it will give us 3D
modelling of the aquifers and the groundwater across the catchment. That is why we
see that as a really important piece of information to inform the sorts of decisions we
might be making around coal seam gas. Ideally, we want to have as good a handle as
possible on some of the relationships between aquifers and aquitards and where there
are restriction points in the catchment et cetera.®

Coal seam gas companies indicated that they are aware of the need to gather further data to
underpin the development of the coal seam gas industry. For example, Santos noted that it is
undertaking an ‘extensive scientific program’ in the area around Gunnedah/Narrabrti including
initial assessment of the groundwater system, a baseline study of water bores, and a
comprehensive water management study.*’ Santos advised that it will seek ‘independent
scientific peer review of these studies and their conclusions’. In addition, Santos is also
contributing $500,000 to the Namoi Water Study.”’

Santos also advised that it has entered into a partnership with the University of Queensland to
develop the industry’s knowledge base:

Santos, in partnership with the University of Queensland and QGC have committed
up to $20 million to create a Centre for Coal Seam Gas to further increase the
knowledge and skills base of the growing coal seam gas industry. The Centre for Coal
Seam Gas aims to be the pre-eminent global authority on the industry ...88

Some sections of the industry appear to accept that they are responsible for ensuring that the
key scientific questions are settled. This view was encapsulated by Mr James Baulderstone,
Vice President, Eastern Australia, Santos: ‘Our job is to continue to act reasonably and put the
data out there and, at the end of the day, we believe the science will prevail”.*’

As noted in Chapter 1, the Commonwealth Government has established a new Independent
Expert Scientific Committee on Coal Seam Gas and Coal Mining,. Its aim is to ‘fill the gaps in
scientific understanding’ about the impacts on water resources of coal seam gas and large coal
mining developments.” The Independent Expert Scientific Committee is tasked with
commissioning and coordinating:

° “no regrets” research that leverages existing research work and capabilities’ to address
‘key scientific questions’ about the impact of coal seam gas
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. ‘regional scale water assessments’ in areas where there is coal seam gas extraction and
coal mining, which will assist in assessing the cumulative impacts of multiple projects

. research to support the Committee in providing ‘advice on specific projects’ that are
being considered by the States.”

At the Committee’s December hearing the NSW Government did not appear receptive to the
idea of Commonwealth Government involvement in coal seam gas research, with Mr Mark
Paterson, Director General, Department of Trade and Investment, Regional Infrastructure
and Services, indicating that he viewed the Commonwealth measures as ‘interference’:

We do not know all of the detail of what has been announced at the national level but
certainly it appears to be a duplication of effort and an additional overlay in
mechanisms ... I do not know what hand of power the Commonwealth proposes to
use to underpin its interference in these mechanisms.”

Subsequent to this evidence the NSW Government signed up to the National Partnership
Agreement on Coal Seam Gas and Large Coal Mining which is the mechanism for establishing
the Independent Expert Scientific Committee.”” Under the agreement the NSW Government
agreed to take the Independent Expert Scientific Committee’s views into account in their
assessment and approval decisions,” and as a result is entitled to $17.5 million in incentive
payments. The NSW Government has announced that it will ask the Independent Expert
Scientific Committee to provide advice on applications that affect strategic agricultural land.”

Cumulative impacts

In addition to the need for further research on water systems, with particular reference to the
systems in specific regions, Inquiry participants called for further research on the cumulative
environmental impacts of the industry. One of the most compelling pieces of evidence on this
issue came from Geoscience Australia, which was contracted by the Commonwealth
Government to provide advice on the potential groundwater impacts of three separate coal
seam gas proposals in the Surat and Bowen Basins, Queensland. The advice from Geoscience
Australia concluded that ‘... the overriding issue in CSG development is the uncertainty

surrounding the potential cumulative, regional scale impacts of multiple developments’.%
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3.22

3.23

3.24

3.25

3.26

3.27

In support of this view, the National Water Commission cautioned that the ‘potential impacts
of CSG developments, particularly the cumulative effects of multiple projects, are not well
understood’.”’

The Local Government and Shires Associations of NSW also expressed concern that
cumulative impacts are not being assessed:

Many communities in NSW have more than one exploration or mining project
occurring at the same time. However, with each proposal being received, processed
and considered in relative isolation of the others, it is the concern of Local
Government that the collective impact of such proposals is not assessed ...”8

To address the need to assess cumulative impacts, Geoscience Australia recommended the
development of a ‘... regional-scale, multilayer groundwater flow model which incorporates

data from both private and public sector sources’.”

The Committee notes that some work is already being undertaken to assess potential
cumulative impacts. For example, the Committee heard of work being undertaken by the
Namoi Catchment Management Authority, to enable assessment of cumulative risks in
relation to extractive industries. Dr Andreoni described how the Authority’s cumulative risk
assessment framework for extractive industries would work in assessing multiple resource
industry proposals:

The framework is consistent with the Australian standard for risk assessment based on
those four broad steps of establishing the context, identifying the risk, analysing the
risk and evaluating the risk. The idea is that it is spatially represented and you could
run and rerun different scenarios. So if you have three open cuts, four coal seam gases
and one longwall, or whatever it is you choose to test, you could run that scenario
based on all these underpinning layers that describe the natural resoutces assets of the
catchment and the associated risks with a range of types and sizes of mining or
extractive industry developments. The output of that would be a statement of
cumulative risk for each scenario that one chooses to test as well as for each individual
development and an associated map. So it is taking advantage of all the spatial data,
modelling and technology that nowadays we can use. 1%

The Namoi Catchment Management Authority noted that they need the data gathered
through the Namoi Water Study to underpin this type of tool.

The Commonwealth’s Independent Expert Scientific Committee on Coal Seam Gas and Coal
Mining was established in part to address the need to assess cumulative impacts. One of the
Committee’s core responsibilities is to commission regional scale water assessments on the
cumulative impacts of multiple projects within an area."”"
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In relation to the Commonwealth initiative, Mt Neil Dobbin of Rabobank said that:

Since our submission was made to this Inquiry it has been pleasing to see that a
number of safeguards and recommendations have been adopted. These safeguards
include bioregional scientific assessments as overseen by an independent scientific
committee. In our view it is an important step in building the scientific knowledge and
identifying impacts on water resources ... 102

Access to data held by coal seam gas companies

One of the barriers to assessing the impacts of multiple coal seam gas projects is that much of
the data is collected and held by coal seam gas companies. Some Inquiry participants
suggested that as this data is seen as commercial in confidence, coal seam gas companies are
reluctant to share it.

Geoscience Australia concluded that individual coal seam gas companies cannot be expected
to adequately assess cumulative assessments, because they cannot access the necessary data.
According to the Geoscience Australia advice, cumulative impact assessments by project
proponents ‘... are unavoidably inadequate because of the inability of individual proponents
to access commercial-in-confidence data from a number of sources. We do not consider that
individual proponents can be in a position to develop regional scale models which incorporate
confidential drilling and production data from other sources’.'” Geoscience Australia
concluded that in relation to a regional-scale, multi-state and multi-layer model of the
cumulative effects of multiple developments, ...concerted Commonwealth and State action

will be necessary to develop such a model as a high priority’.'"*

Ms Baker of Namoi Water took the view that a lack of data-sharing hinders the development
of high-quality science on the environmental impacts of the coal seam gas industry:

A majority of the data rests with the coal seam gas companies. That will be included in
the Namoi Water Study, but the data is actually lacking because there are so many
gaps between the science and where the data is held.105

In addition, the NSW Farmers’ Association noted that the Government does not have access
to the data collected by the coal seam gas companies when making decisions on the industry:

The most detailed study of hydrogeology is currently undertaken by
mining/CSG/exploration companies, but NSW Farmers understands that this data is
treated as proprietary and is not currently made available to Government for planning
and management purposes.!00
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3.33 NSW Farmers recommended that proponents be required ‘to submit hydrogeological data
collected in relation to their projects’ for inclusion in groundwater modelling systems."” On
this issue, they said that:

Proponents may resist such proposals, arguing that such data is commercial in
confidence, since the hydrogeology affects the economic viability of projects ... NSW
Farmers believe that the commercial in confidence argument is tenuous and that
interference with a critical strategic national resource demands the highest level of
transparency.108

3.34 Santos indicated that they are willing to share their data with those conducting the Namoi
Water Study: ‘... Santos will share information gathered during its exploration and appraisal
program with the study. The comprehensive groundwater sampling regime that Santos is
undertaking in the Gunnedah Basin will be vital to the [Study]...”."”

Baseline monitoring

3.35 Baseline data is essential for building our understanding of the impacts of the coal seam gas
industry on water resources. Baseline data is measurements of water quality and quantity that
is collected prior to the commencement of a coal seam gas activity, which may be exploration
and/or production. When coal seam gas activities commence, water resources will be
monitored against the baseline measurement to identify any impacts of coal seam gas activity
on water resources. The NSW Government highlighted the importance of baseline
monitoring, noting that it is very important to ... incorporate appropriate monitoring
programs and establish reporting mechanisms to enable rapid responses to address any
unforeseen impacts...”.""

3.36 Inquiry participants across the board agree on the importance of baseline modeling as a
yardstick against which to identify, and respond to, any unacceptable impacts. For example,
Dr Andreoni said:

Baseline information is critical not just when you are assessing or deciding what to do.
More importantly, once you have decided to proceed with a particular activity ... it is
then monitoring going forward through time that will tell you whether things are
proceeding as you expect them to and will allow you to adaptively manage that
situation. Without establishing a baseline, you cannot then tell what has changed or
not and thus what might be driving that change.!!!

3.37 Other witnesses also pointed to the importance of baseline monitoring but for a different
reason: that is, to prove that damage to a landholder’s property was caused by coal seam gas
activities. Ms Marylou Potts, a legal practitioner who has experience in dealing with coal seam
gas issues, said that:

107 Submission 335, p 14.
108 Submission 335, p 14.
109 Submission 337, p 28.
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111 Dr Andreoni, Evidence, 16 November 2011, p 69.
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... before any activity goes on with the miner a baseline study is done. That baseline
study would be hydrogeological; hydrochemical; interconnectivity between the coal
seam aquifer and any overlying aquifers, but not just for water; an agronomist to
determine what cultivated land there is on the property before the activities begin; a
vet to look at animal health for air and water pollution issues; and a doctor, because in
order to establish an evidentiary basis from which a landholder can take any action for
negligence or nuisance they need evidence. That evidence needs to be able to establish
damage. Damage can only be established if you have a baseline and monitoring.1!2

The NSW Farmers’ Association called for baseline monitoring to apply not just to individual
properties where wells are being drilled but also to neighbouring properties. NSW Farmers
recommended ‘that the NSW Government require all CSG companies to fund independent,
forensic water testing for landholders and neighbouring landholders before, during and after

the exploration and/or extraction/production activities’.'"

However, it is impossible to conduct a baseline assessment without adequate, reliable data to
provide a clear picture of the situation prior to any coal seam gas activity being undertaken.
In the words of the Environmental Defender’s Office: ‘Without sufficient baseline data on
environmental systems, it is impossible to accurately ascertain the true impact of processes

associated with CSG extraction’.!™*

There is uncertainty about whether there is enough reliable data at present to conduct baseline
assessments. In a written response to a question on the extent of baseline data on alluvial
water supplies, the NSW Government advised that in some areas, there is good quality data
available now:

There is reliable groundwater level and water quality data dating back to the 1980s for
many alluvial aquifers.

Private bores constructed in the Great Artesian Basin have been monitored for a
much longer period, some extending back to the early 1900s.1>

When questioned on the adequacy of the existing water monitoring data, Ms Baker informed
the Committee that significant data was held by the NSW Office of Water, and that work
would need to be done to look into whether more data is needed for a baseline assessment.''®

Measures to gather data on water impacts
The NSW Government has taken steps towards requiring explorers to conduct more rigorous

testing and monitoring of potential impacts on water resources during the exploration phase.
The Draft Code of Practice for Coal Seam Gas Exploration states that:
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. ‘The explorer should offer to document the state of existing water bores and test the
quality and quantity of shallow groundwater on the property before pilot production (or
any other activity that will involve moving or removing groundwater). Laboratory results
from these surveys plus other groundwater monitoring data collected during the
exploration program should be made available to the landholder’.

o ‘Some explorers drill their own monitoring bores to obtain a good baseline of
groundwater characteristics underlying a property ... Regular water monitoring should
continue during the lifetime of the project (including production should it occur)’.

. ‘Some explorers may agree to reimburse landholders for engaging an independent water
expert to undertake testing to provide baseline data should problems arise in the

117
future’.

Further, the Draft Code states that before project approval and development, which the
Committee interprets to mean before proceeding to production, coal seam gas companies are
‘required to undertake baseline assessment of aquifers and the potential impacts of CSG

118
development on water resources’.

The NSW Government has also announced that it is instituting measures to address concerns
around cumulative impacts. The Government has said that it is ‘developing a cumulative
impact methodology within six months which will address the cumulative health and amenity

impacts of resource proposals’.'"’

Committee comment

The evidence to the Committee indicates that more data needs to be gathered, and more
studies need to be done to analyse this data, in order to understand the science underpinning
our water systems. In particular, we need more data on specific water systems and the
interconnectivity of aquifers, if any, in these systems, and the potential cumulative impacts of
multiple coal seam gas projects. The Committee supports further data-gathering as a priority
in regions where coal seam gas exploration is taking place. This is particularly important in
those areas where exploration is at an advanced stage, or indeed where applications have been
made to move to production.

There seems to be a dearth of information on the potential cumulative impacts of multiple
coal seam gas projects. The Committee draws attention to the advice of Geoscience Australia
that the ‘overriding’ issue with the coal seam gas industry is assessment of its cumulative
impacts. However, the Committee notes that access to data on cumulative impacts is
considered by some coal seam gas companies to be commercial in confidence and comes from
multiple sources. The Committee agrees with the conclusion reached by Geoscience Australia
that the Commonwealth and State Governments must take concerted action as a matter of
urgency to develop models of cumulative impacts.
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The Committee encourages the NSW Government to actively engage with the Independent
Expert Scientific Committee in setting its research priorities. In particular, the Committee
should request that regional-scale water assessments be finalised as a matter of urgency in
those regions of New South Wales where exploration is taking place or where applications
have been made to move to production, and where detailed catchment-wide studies of water
systems have not been conducted. In addition, the NSW Government should request that
research on cumulative impacts be accorded a high priority.

The Committee notes that much of the data needed to answer key questions on potential
water impacts is held by coal seam gas companies. It appears that some companies consider
this data to be commercial in confidence and are unwilling to share it. The Committee believes
that access to this data is crucial to assessing the cumulative impacts of the coal seam gas
industry. The information provided on the Commonwealth’s Independent Expert Scientific
Committee has not addressed this issue of data-sharing. The Committee considers that the
Independent Expert Scientific Committee should deal with this issue up-front, given that the
data held by coal seam gas companies should assist in filling the knowledge gaps around coal
seam gas activities, and in particular build our understanding of the cumulative impacts of
multiple coal seam gas projects.

Recommendation 1

That the NSW Government request the Commonwealth Government’s Independent Expert
Scientific Committee to:

e work closely with the coal seam gas industry to overcome barriers to data-sharing, and

e fund the conduct of regional-scale water assessments in New South Wales and the
development of models of cumulative water impacts as a matter of priority.

3.49

The Committee welcomes the steps taken by the NSW Government in the Draft Code of
Practice for Coal Seam Gas Exploration to encourage coal seam gas companies to undertake more
rigorous testing and monitoring of potential impacts on water resources. The Committee is
concerned, however, that the Draft Code may set the bar too low. The NSW Government
should consider tightening the Draft Code of Practice for Coal Seam Gas Exploration so that the
suggested measures around water testing and monitoring, including documenting existing
water bores, drilling monitoring bores, regularly monitoring water impacts and paying for
independent water testing, are required rather than optional. In addition, the Committee
considers that rather than simply providing for baseline data on water testing to be made
available to individual landholders, this information should be made publically available.

Recommendation 2

That the NSW Government consider tightening the Draft Code of Practice for Coal Seam Gas
Exploration so that the suggested measures around water testing and monitoring, including
documenting existing water bores, drilling monitoring bores, regularly monitoring water
impacts and paying for independent water testing, are required rather than optional.
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Recommendation 3

That the NSW Government amend the Draft Code of Practice for Coal Seam Gas Exploration to
require information on baseline data to be made publically available.

3.50

3.51
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Impact of similar industries in other jurisdictions

The impact of coal seam gas in other jurisdictions, such as Queensland and the USA, is an
obvious starting point in assessing the potential impact of the industry in New South Wales.

One way to answer the question of whether the coal seam gas industry is a safe industry is to
look at the industry’s track record in other jurisdictions, namely Queensland or the USA.
However, there are two main caveats on how much we can learn from these jurisdictions.
First, some of the most severe potential impacts of coal seam gas activities, such as impacts on
water quality or quantity, may not be apparent for decades, and the industry might not have
existed for long enough for these impacts to have appeared. Second, coal seam gas extraction
is often compared to shale gas extraction in the USA, but there are significant differences
between the two types of gas extraction that may lead to different risk profiles.

Track record in other jurisdictions

There is a widespread view among many Inquiry participants that the coal seam gas industry is
a new industry. They argue that it should not be permitted to commence operations until it
has proved its safety. The coal seam gas industry, however, counters that it is in fact a well-
established industry. For example, Metgasco indicated that coal seam gas technology is ‘not
new’ and that coal seam gas ‘... has been produced internationally for more than 30 years and
for 16 years in Australia’.'’” Metgasco pointed to the US experience of the gas industry as
demonstrating the safety of the technology:

Let us recognise that wells have been drilled through aquifers for hundreds of years
for a range of reasons, including for water bores, oil and gas production, mining
exploration and geothermal requirements. The technology is clearly not new.
We should recognise that the United States of America has had more than four
million onshore gas wells drilled and that is the world’s third biggest food producer.
Clearly, it is possible to have coal seam gas operations and for them to co-exist with
other land uses and to achieve both food and energy security.!2!

In relation the industry’s history in Australia, Santos informed the Committee that they had
been operating in Queensland for nearly 20 years, and that in that time ... there has been no

. . . 122
adverse impact to the environment, humans or animals’.

The NSW Government also rejected concerns that the coal seam gas industry is a new
industry, and that the science is not well understood. In rejecting these concerns Mr Paterson
pointed to the industry’s history in Queensland:
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Mr Henderson, Evidence, 8 December 2011, p 30.
Mr Henderson, Evidence, 8 December 2011, p 37.
Answers to supplementary questions, received 30 January 2012, Mr Baulderstone, p 1.
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The evidence given immediately prior to our coming to this table suggests that the
industry, certainly in Australia, has existed for 15 or so years. So is it a new industry?

Is it new to New South Wales? Has the science changed since it came across the
border?123

Mr Paterson contended that many of the community’s fears about coal seam gas development
are based on circumstances in other jurisdictions that cannot be translated to New South
Wales:

It is unfortunate that much of the anxiety in the community has been generated by ill-
informed speculation, people watching movies that speculate on circumstances that
may have occurred in entirely different situations in other countries and trying to
translate that to New South Wales...124

Another Inquiry participant, Dr Khan, was questioned on whether he was aware of coal seam
gas activity in Australia ever resulting in severe environmental impacts, namely cross-
contamination of aquifers. Dr Khan responded by referring to the principles of risk
assessment, and observed the industry had not been operating in Australia for long enough to
assess the potential for it to result in low-frequency, high-consequence events’:

When we talk about risk assessment, coming again from experience in the water
industry, what we pay close attention to are the low-frequency, high-consequence
events. You might have had a number of experienced people attend the inquiry and
say: Never in my 15-year career have I heard of this happening. It does not mean that
we should not pay careful attention to it.!?>

Dr Khan went on to highlight the importance of managing the potential risks posed by such
‘low-frequency, high-consequence events™

If you had asked me one year ago had I ever heard of a tsunami damaging a nuclear
power plant I would have said no, that has never happened in my career. It is
important to understand that some of the biggest and most important risks to manage
are incidents which occur every 50 or 100 years — not every 15 years — and they are the
things we need to not lose focus on.!2

A number of Inquiry participants said that they looked to the industry’s track record in other
jurisdictions in order to inform their views on coal seam gas development, because of the
difficulty in obtaining reliable information on the coal seam gas industry in Australia. When
questioned on why the submission from Stop CSG Sydney had not drawn on Australian data,
the group’s representative Ms Jacinta Green responded that:

I asked our local mining company and I tried to ask the Government ... If the data in
our submission is from overseas that is the only place I could find answers. That is
one of the problems. I have been asking questions to the best of my ability ... but it is
incredibly hatrd to get answers.127
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Ms Green acknowledged that in the absence of reliable data from Australia, many people in
the community rely on anecdotal evidence, especially in media articles, to form their views on
the coal seam gas industry: “There is a lot of fear in the community and a lot of it is because it
is hard to find the real documents. It is anecdotal evidence but it is anecdotal evidence of why
people are scared ..."."*"

Similar evidence was given by Wollongong City Council, which had experienced difficulty in
finding reliable evidence on the impacts of the coal seam gas industry. The Council remarked
that the lack of reliable information heightens community concerns:

Council has searched extensively for reliable, peer reviewed literature on the
environmental impacts of CSG activity in Australia, or elsewhere. Very little
information of this type has been found. Many anecdotal and interest group reports
can be found, but much of this information cannot always be independently verified.
The relevance of reports of the situation overseas, or indeed in other parts of
Australia, to the potential impacts in NSW must also be questioned. The lack of
credible, independent information about this industry in NSW does not help in
allaying the community’s concerns.!?

Differences between the extraction of coal seam gas and shale gas

The coal seam gas industry claims that it is unhelpful to attempt to gauge the safety of the coal
seam gas industry in Australia by comparing it to the shale gas industry. This is because of
differences between the processes for extracting coal seam gas and shale gas. The industry
contends that much of the community concern about coal seam gas development has arisen
due to misinformation and erroneous comparisons with the extraction shale gas. This
viewpoint was typified by comments from Mr Henderson of Metgasco: ‘We want decisions
made on fact, not rumours and misrepresentation. We would like to see some balance in the
debate’.”™ Mr Henderson noted that: “The industry started on the back foot and did not
anticipate the effect of movies such as Gasland and so forth. We are on the back foot now in
terms of trying to explain to the community that we are a safe industry and that there are

benefits to everybody in our proceeding’.”’

Mr Robbert de Weijer, Chief Executive Officer, Australia, Dart Energy, was also concerned
about the misinformation circulating in the community. He observed that the industry needs
to do more to explain itself:

. some of the responses pushed by certain groups are somewhat misleading, not
telling the full story or sometimes even plain wrong... I also realise that the industry
needs to explain more to build trust and earn its social licence to operate and, as a
company, we are very much committed to achieving exactly that ...132

Of particular concern to the industry are erroneous comparisons between the extraction of
coal seam gas and the extraction of shale gas in the USA. Mr Rick Wilkinson, Chief Operating

128

129

130

131

132

Ms Green, Evidence, 8 December 2011, p 52.

Submission 901, Wollongong City Council, p 2.
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Officer, Eastern Australia of the Australian Petroleum Production and Exploration
Association (APPEA), noted that:

The coal seam gas industry has to contend with the constant problem that examples
are taken, not from Australia where there are very few shale gas wells, but from
America where it is a different technology at different depths ... So, as an industry we
are constantly pointing out areas where facts from shale gas have been held up as
examples of coal seam gas and there has been at least one example I am aware of
where testimony has been put forward where the words “shale gas” have been
replaced by “coal seam gas”, and I think that is misleading.!33

There are a number of key differences between the extraction of coal seam gas and shale gas.
Shale is harder than coal, which tends to be soft. Shale is located at depths of 3,000-
5,000m"*while coal seams are much shallower at depths of 700-900m."”> Because shale is
harder and located deeper than coal, approximately 5-10 times more horsepower is required to
fracture a shale well than to fracture a coal seam gas well."

Mr Mike Roy is a technical expert who was nominated by the industry association, APPEA, to
give evidence on the technical aspects of the coal seam gas industry. Mr Roy explained that
shale wells can be fractured as many as 20 times, over up to 30 days, with a ‘massive’ amount
of horsepower used to stimulate a fracture (between 25,000-30,000 horsepower).””” A much
larger amount of water is used in the fracturing process for shale: up to 1.6 megalitres of water
per fracture. For a coal seam gas well, it takes less horsepower to fracture a well (6,000
horsepower) and less water (200,000-600,000 litres) over a much shorter period of up to three
days.

When comparing the risks of coal seam gas extraction to the extraction of other sources of oil
and gas, Mr Henderson of Metgasco advised that ‘in a lot of cases, coal seam methane is a
very simple form of the oil and gas industry. That is why, for someone in the oil and gas

. . . . 138
industry, we see the risks, in comparison, as low or modest’.

Committee comment

Notwithstanding the industry’s assurances that it has not caused any detrimental
environmental impacts in Australia, the Committee considers that the industry has not been
operating for long enough in Queensland to determine the potential for such impacts to
emerge. This is particularly the case when we are talking about long term impacts on water
resources which may not appear for decades. However, the Committee notes that an
hydrogeologist and other experts who appeared before the Committee were, despite their
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extensive experience over many years, unaware of any instance of cross-contamination of
aquifers in Australia due to coal seam gas drilling for exploration or production.'”

The Committee wishes to highlight the significant differences between extraction of coal seam
gas and shale gas, particularly with regard to the fraccing process. The Committee urges all
stakeholders in the debate to refrain from using emotive language and making unsubstantiated
claims, and to base their representations on the science.

Calls for a moratorium on coal seam gas

3.69

3.70

3.71

3.72

Many of the submissions to this Inquiry called for the Government to implement a
moratorium on coal seam gas activity in this State, including exploration activity. These calls
are driven by the fear that it is too risky to proceed at present, given the unknowns
surrounding the industry. These Inquiry participants argued that a moratorium will provide
the breathing space we need to get things right: that is, to gather the data required to propetly
assess potential impacts, and to get the right regulatory framework in place. They argue that
the exploration phase presents unacceptable risks, and in addition, that it is particularly
important to get things right before the industry proceeds from its current, largely exploratory
phase to full-scale production.

On the other hand, coal seam gas companies and the Government advised that the risks of
the exploration phase are minimal. They, and indeed a number of community representatives,
say that the exploration phase must proceed so we can gather the data needed to assess
potential environmental impacts, and in particular to answer the key question of water
impacts. The industry also argued that the exploration phase will enable coal seam gas
companies to do more detailed project planning, and to find out important things the
community wants to know before considering whether to support a coal seam gas
development in their area, such as the number of proposed gas wells.

This section outlines the arguments for and against proceeding with the exploration phase.

Support for a moratorium

Many of the hundreds of submissions to this Inquiry called for a moratorium on coal seam gas
activity in New South Wales. These calls centred on a moratorium on exploration, given that
most of the coal seam gas activity in New South Wales is still at the exploratory phase.
However in some cases it is not clear if these Inquiry participants would support coal seam gas
exploration or production under any circumstances.

139
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Inquiry participants who support a moratorium believe that the industry is developing too
quickly, and that we need to ‘take a breath’ before allowing the industry to proceed. In the
words of Dr Mariann Lloyd-Smith, Senior Adviser, National Toxics Network:

We need time to draw breath, to think about what we are going to do, how we are
going to manage this industry if it is to go ahead and to look at those areas where the
industry just should not go ahead.!4

A crucial issue for many Inquiry participants is the need to obtain reliable scientific evidence
on the potential impacts of the industry before proceeding. This point was made by Ms Fiona
Simson, President of the NSW Farmers’ Association:

We are waiting with bated breath to see whether the framework to be delivered in
New South Wales will require the industry to prove its claims against stringent
scientific scrutiny, even if that proof takes time and money to piece together. From
our perspective we have only one chance to get this right. Without that proof,
proceeding to jeopardise our water and some of our best agricultural and food
producing lands is irresponsible at best and complicit at worst.!4!

Mr Drew Hutton, President of the Lock the Gate Alliance, argued that it is only through a
moratorium that we will have the time to gather much-needed scientific data on potential coal
seam gas impacts:

... you cannot get the precautionary principle enacted with proper science and with
independent science without a moratorium. A moratorium has to be placed now so
that governments can set up truly independent bodies, like the National Water
Commission and State Water commissions, that are propetly resourced to do this job
well. Underground water is the key issue here.142

Other Inquiry participants raised concerns not just about environmental impacts, but impacts
on the health of the community. For example, Doctors for the Environment recommended a
moratorium ‘for the protection of human health...” until health risk assessments have been
undertaken.'”

A number of the individuals who made submissions to the Inquiry also supported a
moratorium. For example, 53 Inquiry participants submitted identical statements that
supported ‘a full moratorium on all forms of coal seam gas drilling until the environmental,
social and health impacts have been rigorously and independently assessed’.'* Another
thirteen participants submitted identical statements calling for ‘a Royal Commission into all
aspects of coal seam gas mining’ and ‘a moratorium on coal seam gas mining pending the
outcome of the Royal Commission’.'* A typical view is that encapsulated by Mrs Judith
Deucker, who said:
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The expansion of the CSG industry is so uncontrolled as to cause alarm to all
Australians. There has been no consideration of the impact of engineering on this
scale on landholders and communities. Please declare a moratorium on all these
developments ...146

The Committee was told by the NSW Irrigators’ Council that the risks associated with the
exploration phase, particularly the risks from drilling into aquifers, are too great to proceed at
present, and that we should wait until such time as the technology allows us to avoid the risks
associated with drilling. Mr Andrew Gregson, Chief Executive Officer, said:

At the moment in order to understand what is happening particulatly in an aquifer ...
you actually need to drill a hole into it ... there is a risk associated with that.

Our argument in most circumstances would be that the risk is too great. As my
colleague alluded to earlier, what is the rush? Coal seam gas or the coal seam itself or
any other mineral deposit is not going anywhere ... let us wait until such time as the
technological constraints are broken through and we can analyse what the impacts will
be without having to risk those impacts in the first place.!47

In March 2012 the NSW Legislative Council completed its consideration of the ‘Coal Seam
Gas Moratorium Bill 2011°. The Bill proposed to prohibit exploration and production of coal
seam gas in the Sydney metropolitan area, and to impose a 12-month moratorium on
exploration and production in the rest of the State. The Bill was defeated.'**

Support for the exploration phase to proceed

However, as noted previously, the coal seam gas companies describe their industry as a well-
established industry, backed up by solid and well-understood science. They argue that it is
therefore safe to allow industry development to proceed, particularly because they believe that
the initial exploration phase involves minimal environmental impact.

The NSW Government concurred that with the view that the exploration phase poses
minimal risk to the environment. Mr Brad Mullard, Executive Director, Mineral Resources
and Energy, Department of Trade and Investment, Regional Infrastructure and Services,
noted that ‘it is recognised that very small test production has minimal environmental
impact’.'"

On the key question of whether exploration poses a risk to aquifers, Mr Wilkinson of the
industry body APPEA said that exploration ‘cannot and will not” damage aquifers:

In my view exploration cannot and will not damage aquifers because the exploration
wells are single, isolated wells, two or three at the most in area, and their purpose is to
produce water, to produce gas and to make the measurements.!>0
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While many Inquiry participants support a moratorium, a number of other Inquiry
participants, including community representatives, acknowledge that we need the exploration
phase to proceed in order to determine the potential impacts of the industry.

The NSW Government believes that it would be a mistake to limit exploration on the grounds
that the purpose of exploration is not just to assess potential coal seam gas reserves, but also
to assess potential environmental impacts, and in particular the impacts on the hydrology of a
region. According to Mr Mullard:

A lot of people misunderstand what exploration is about. It is actually about two
aspects. One is about assessing the resource. Just as importantly, if not more
importantly, it is about assessing environmental impacts ... what you actually end up
with if you suddenly say certain land is quarantined from exploration is an inability to
actually assess the issues that you are actually concerned about, which is what is the
impact of extraction of gas on the hydrology.!5!

Further, Mr Mullard declared that giving farmers a right of veto over exploration would have
deleterious environmental consequences, as it would limit the area for studying potential
environmental impacts: ‘... if you cannot undertake exploration within this broader zone you
potentially are having a detrimental impact in not being able to assess the full environmental

: 152
impacts’.”

On the issue of calls for a moratorium on coal seam gas activity, the NSW Government took
the view that a moratorium ‘is not considered to be appropriate and would have a significant

impact on the economic viability of the industry’."*’

Cr Robyn Faber, Mayor of Narrabri Shire Council, said that the data gathered from
exploration, and in particular pilot wells, was essential to develop models of potential water
impacts:

I do not support a moratorium because if you do not do anything you will not find
anything out. The problem we have is that we have people doing all these lovely
models of water aquifers with inadequate information. Even the Namoi Water Study
is relying on information being fed into it from exploration wells and monitoring of
those wells in terms of aquifers... We should be using the exploration phase of coal
seam gas with requirements that data must be monitored and fed back into studies to
ensure that we can get accurate assessment.'>*

Cr Keith Rhoades, State President, Local Government Association of NSW and Mayor of
Coffs Harbour, acknowledged the importance of the exploration phase in gathering data, and
said that in order to determine the potential impacts of the coal seam gas industry, we need ‘to
be able to drill, to explore, to find out and get the accurate data that is required ... You cannot
take it out of a book...”."”’
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When appearing as Mayor of Gunnedah Shire Council, Cr Adam Marshall said that in regard
to gathering data on water impacts: ‘Critical to getting that data is to test what is under the
ground... there will need to be ultimately some drilling’.'” Cr Marshall described it as ‘ironic’
that some people were in favour of Government drilling but were opposed to drilling by coal
seam gas companies, given that they often use the same drilling contractors. He remarked that:

The same people are drilling holes under the same guidelines but we tend to have this
impression that if a company drills it is bad and if government drills it is okay. What is
critical is it does not matter who drills, it is important that we have the right
regulations in place and that they are policed.!>’

Mr Henderson of Metgasco opposed a moratorium because ‘one area is not like another and it
is through the drilling of exploration wells we collect data to develop the specific knowledge
required’.”” He said that a moratorium will “... simply put the industry on hold for the period

it is in place. It will not increase knowledge’.m

Santos took a similar view, advising that we need exploration, and in particular pilot testing,
ifwe are to understand the science of the coal seam gas industry. According to
Mr Baulderstone:

What is now needed to provide the data necessary is the aquifer systems that undetrlie
the surface aquifers within the coal seams that we are targeting, and that is the next
phase of work that needs to be done. That is why our pilot tests are so important.!60

Santos advised that its ‘exploration and appraisal program in NSW will take three years to
complete. It involves drilling just 50 wells with a capital expense for this program of $500

million. Without that investment the science available to regulators will be incomplete’.'!

The National Water Commission agreed that pilot testing is a vital part of the exploration
phase, because exploration alone tends to involve drilling to collect core samples of rock or
coal and test them to see if they are suitable for commercial production. This type of data is
unlikely to answer the key question of whether depressurisation resulting from coal seam gas
activity will have an impact on adjoining aquifers. The Commission noted that ‘it is only at
[the pilot testing] stage that water is pumped off the coal seams, resulting in

depressurisation’.“’Z

In addition, APPEA claimed that a moratorium would be counterproductive because the data
gathered through the exploration phase is needed to answer the community’s questions about
proposed coal seam gas projects, such as the number of wells involved, the location of
pipelines and the volume of produced water:
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Cr Adam Marshall, Mayor, Gunnedah Shire Council, Evidence, 16 November 2011, pp 8-9.
Cr Marshall, Evidence, 16 November 2011, p 9.

Mr Henderson, Evidence, 8 December 2011, p 37.

Mr Henderson, Evidence, 8 December 2011, p 44.

Mr Baulderstone, Evidence, 17 November 2011, p 4.

Answers to supplementary questions received 30 January 2012, Mr Baulderstone, Santos, p 2.

Answers to supplementary questions, received 9 February 2012, Mr James Cameron, Chief
Executive Officer, National Water Commission, p 1.
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. more often than not the exploration phase is about fact gathering and data.
So when the community asks what I think are reasonable questions: How many wells?
Where are the pipelines? How much water is being produced? In fact, the answers
come from the exploration phase, where the rocks are tested and the gas and water is
flowed, in order to collect that data.

So a moratorium is actually very counterproductive because a moratorium which is
waiting for answers which can only be collected from exploration, gets you into a
situation where you cannot move forward.!63

Coal seam gas companies were also questioned on the likely costs if a moratorium was
imposed. APPEA noted that a moratorium would increase industry costs because rigs would
be stood down, and it would also lead to uncertainty, making New South Wales less attractive
as an investment destination:

... it increases the cost because now we have to stand down rigs and put them aside
. It creates uncertainty and with an overseas investor, uncertainty is considered to be
an important issue... If we [NSW] ate seen as high risk, too hard, too much trouble,

that capital will go to another State or another country. It is easy for global capital to
do that.164

Precautionary and adaptive management approaches

The discussion about the need for a moratorium draws on two different approaches to
scientific risk: the precautionary and adaptive management approaches. In the coal seam gas
debate, these approaches are particularly relevant to managing the industry’s potential
environmental impacts. The evidence to the Committee included discussion about the merits
of the precautionary and adaptive management approaches, which approach we should be
pursuing in New South Wales, and indeed if these approaches are mutually exclusive.

The precautionary approach is enshrined in the New South Wales environmental protection
framework through the Protection of the Environment Administration Act 1991. The Act provides
that:

In the application of the precautionary principle, public and private decisions should
be guided by:

(@) careful evaluation to avoid, wherever practicable, serious or irreversible damage to
the environment, and

(i) an assessment of the risk-weighted consequences of various options.. .15

A number of Inquiry participants suggested that the application of the precautionary approach
in relation to the coal seam gas industry requires undertaking a sound scientific assessment of
potential impacts before allowing the industry to go ahead, including thorough research and
evidence-gathering, to gain a clear picture of the level of risk involved.
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Mr Wilkinson, Evidence, 12 December 2011, p 35.
Mr Wilkinson, Evidence, 12 December 2011, p 35.
Protection of the Environment Administration Act 1991, Part 3,5 6, cl 2 a.
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Under the adaptive management approach, policies and practices are continually improved by
learning from the outcomes of previous work.'® The process is iterative, and the management
approach evolves as new knowledge comes to hand, and indeed as community expectations
may change.

The adaptive management approach has guided the development of the coal seam gas
industry in Queensland. The adaptive management approach is incorporated in legislation
including the Environmental Protection Act 1994 (Qld) and the Warter Act 2000 (Qld). According
to the Queensland Government, adaptive management ‘... is a system to monitor and
instigate change where required’ as ‘technologies develop over time’.'”” The Queensland
Government states that ‘adaptive management frameworks are widely used to address
unknown and unintended impacts ...".

Adaptive management was much-maligned by many Inquiry participants due its close
connection with the Queensland experience. Many Inquiry participants see what has happened
in Queensland as synonymous with the perils of allowing the industry to develop too fast in
the absence of sufficient Government regulation. Indeed, many Inquiry participants perceived
the adaptive management approach as confirmation that the Government is ‘playing catch-up’
in its approach to the coal seam gas industry.

Mr Drew Hutton, President of the Lock the Gate Alliance, described the pitfalls of the
adaptive management approach in Queensland:

In Queensland’s case the environmental approvals combined with the system of
adaptive management, which basically means “if you make mistakes we will change
the regulatory system to accommodate you.” They also arranged to fill the enormous

gaps in their knowledge by asking the companies to do the basic research as they went
168

Ms Simson of the NSW Farmers’ Association, also criticised what she described as the ‘suck it
and see’ mentality that she claimed underpins the adaptive management approach:

Instead they are continuing to advocate adaptive management, commonly known as
the “suck it and see” approach. They want to press ahead, as they have done in
Queensland, on the basis that they will be able to mitigate effects after or as they
happen.1?

When questioned on whether the NSW Government believes that the precautionary principle
should guide the development of the coal seam gas industry in New South Wales, Mr Paterson
did not refer to the definition of the precautionary principle as set out in the Act. Instead,
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Commonwealth Government, Connected Water: Managing the linkages between surface water and ground
water, accessed 20 March 2012,
<www.connectedwater.gov.au/framework/adaptive_management.html>.

Queensland Government, ‘Adaptive environmental management regime for the coal seam gas
industry’, Fact sheet, 23 June 2011, accessed 17 February 2012
<www.derm.qld.gov.au/factsheets/pdf/environment/en7.pdf>.

Mr Hutton, Evidence, 17 November 2011, p 22.
Ms Simson, Evidence, 17 November 2011, p 14.
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Mr Paterson said: “We do not sit with a definition called the precautionary principle as defined

as X in relation to how we deal with issues’.!”

Mr Paterson would not commit as to whether the Government is being guided by the
precautionary principle: ‘I do not think that I am here in a position to articulate on behalf of
the New South Wales Government whether it adopts a precautionary principle in relation to
its considerations. There are many potential definitions of the precautionary principle so I am
not being obtuse ...'"" However, Mr Paterson did ‘emphatically’ confirm that the
Government is adopting a ‘cautious approach’.'”

A number of Inquiry participants, such as Mr Hutton, strongly argued that coal seam gas
development should be guided by the precautionary principle: ‘It [the precautionary principle]

is a very strong principle and one that should underpin certainly all major development’.'”

However, it was pointed out that the precautionary and adaptive management approaches
need not be mutually exclusive. In relation to the approach that should be pursued in New
South Wales, the National Water Commission recommended both a precautionary and
adaptive management approach to the coal seam gas industry. That is, based on the
precautionary principle, that projects only be allowed to proceed after careful consideration of
the risks involved, and that ‘... the onus of the burden should be on the developer to provide

a level of confidence that development can occur without any unacceptable impacts’.'™

If a proponent can demonstrate that a project presents an acceptable level of risk,
Mr Cameron said that in accordance with the adaptive management approach, that project
should be allowed to proceed, provided there are clear mechanisms that can be activated if
undesirable impacts emerge:

The Commission has argued that a precautionary and adaptive management approach
should be adopted ... where exploration approvals are made, they are to be made on
the basis of cateful consideration of the likely impact of those developments and
activities, with appropriate decision points and thresholds identified about the
circumstances in which, if those activities create outcomes that were unanticipated,
management arrangements can be adapted to address those concerns.!”

The Environmental Defender’s Office observed that an adaptive management approach can
only work if the NSW Government applies the lessons learned during the industry’s roll-out
to all coal seam gas activities: ‘Protections applied to new CSG applications should also apply
to existing operations, reflecting a clear, consistent approach that requires adaptive

management by industry’.'”
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When he announced the delivery of the Strategic Regional LLand Use package, the Hon Chris
Hartcher MP, Minister for Resources and Energy, advised that ‘... there is no “business as
usual” with new controls applying to all current and future exploration licences’.'”” This means
that when the Strategic Regional Land Use package is finalised, the new measures will be
applied to all applications to conduct coal seam gas activities such as fraccing, water
extraction, or drilling wells.

Committee comment

The Committee acknowledges the hundreds of Inquiry participants who called for a
moratorium on coal seam gas development in New South Wales. These calls are motivated by
a fear of the potential impacts of the coal seam gas industry, particularly on water resources,
and the concern that we do not have sufficient scientific evidence on some aspects of the coal
seam gas industry.

The Committee supports a combination of the precautionary and adaptive management
approaches in mitigating the impacts of the coal seam gas industry in New South Wales. We
believe that the industry cannot proceed to production in the absence of robust scientific
evidence that it poses an acceptable level of risk, and that if undesirable impacts do emerge,
that we have measures to mitigate these impacts.

The exploration phase, however, is crucial to gathering data on hydrogeology and geology.
The Committee therefore believes that exploration should continue in order to gather the
necessary data, and that this will involve drilling through aquifers, subject to any aquifer
interference assessment (see Chapter 4, Recommendation 6). While drilling is of great concern
to many community members, it is unavoidable if we are to assess whether it is safe for the
industry to proceed to production.
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Hon Chris Hartcher MP, Minister for Resources and Energy, ‘More stringent controls apply to all
CSG licences’, Media release, 6 March 2012,
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Chapter4  Water

Many Inquiry participants urged the Government to take all possible steps to prevent the coal seam gas
industry from threatening water resources. Their concerns include the industry’s potential to
contaminate water supplies; whether the water extracted by the industry will reduce the amount of
water available to other users; and how to dispose of the significant volume of saline water and solid
waste produced by coal seam gas operations. This Chapter examines these concerns and the response
of the NSW Government and industry to these issues.

Risks to water resources

4.1

4.2

4.3

4.4

Inquiry participants raised three main concerns about the possible impacts of coal seam gas
development on water resources. First, that coal seam gas activity could contaminate water
used for drinking or agricultural purposes. Contamination could potentially occur through the
injection of chemicals into aquifers during drilling or fraccing, or due to drilling or fraccing
causing previously unconnected aquifers to ‘crack’, leading to aquifer cross contamination.
Water quality could also be compromised by depressurisation of aquifers. Other risks include
surface accidents such as spills or leaks of drilling or fraccing fluids, or of produced water,
which could then flow into surface water or leach into groundwater. Another concern is the
potential for coal seam gas activities in drinking water catchments, especially those catchments
that supply drinking water to Sydney, to contaminate drinking water supplies.

Second, Inquiry participants raised concerns that coal seam gas activities could deplete the
amount of water available for other users. A decrease in the amount of available water could
occur due to the large volume of water to be extracted by the industry or through depletion of
aquifers and consequent lowering of the water table.

The third concern regarding the impact of coal seam gas development on water resources is
how to dispose of produced water. The term ‘produced water’ refers to the low-quality salty or
brackish water extracted from coal seams, and is also referred to as ‘coal seam water’. A
further issue is how to deal with the solid waste (or ‘brine’) that is generated when
contaminants are removed from produced water in the process of treating it for re-use.

Underscoring these concerns is the fact that, as the National Water Commission suggests, the
industry may have to potential to result in ‘significant, long-term, and adverse impacts’ on
water resources.'” In its assessment of the risks to groundwater, the National Water
Commission said that the industry represents a ‘substantial risk to sustainable water
management given the combination of material uncertainty about water impacts, the
significance of potential impacts, and the long time period over which they may emerge...”."”
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Impact of coal seam gas activities on water quality and quantity

4.5

4.6

4.7

4.8

Inquiry participants raised a number of concerns about the potential impact of coal seam gas
activities on the quality and quantity of water resources. On the issue of water quality, Inquiry
participants agree that there is at least some degree of connection between aquifers, although
there is no consensus on the extent of this connectivity. Because aquifers are connected,
Inquiry participants are concerned that water resources could be contaminated due to
chemicals introduced by, or naturally-occurring chemicals disturbed by, coal seam gas
activities. Contamination could also occur due to the mixing of salty coal seam water with
water from other aquifers. In addition, there are concerns that coal seam gas activities, such as
fraccing, could ‘crack’ aquifers, and this could heighten the risk of cross-contamination
occurring. Concerns were also raised about well integrity, and whether the design and
construction of coal seam gas wells are of a high enough standard to protect water resources
from contamination.

In relation to the issue of water quantity, participants raised concerns that the substantial
volume of water to be extracted by the coal seam gas industry could deplete water resources.
It was also suggested that depressurisation of aquifers could lead to a lowering of the water
table and cross-contamination of aquifers. A number of Inquiry participants insisted that to
prevent the coal seam gas industry from taking more than its fair share of water, the water
extracted by the industry must be accounted for in water licensing frameworks.

Aquifer connectivity and potential water contamination

As outlined in the previous Chapter, several Inquiry participants asserted that there is some
degree of connection between coal seams and other aquifers, but argued that the extent of
these connections is unknown. Inquiry participants raised concerns that the connections
between the coal seams and other aquifers could lead to contamination of water sources.
Contamination could occur due to the chemicals involved in drilling and fraccing, and indeed
the saline water in the coal seam itself, mixing with the water in other aquifers. Ms Judi
Sheedy, a Gunnedah representative of the NSW Farmers’ Association, expressed her fears that
coal seam gas activities could contaminate water resources given the connectivity between coal
seams and other aquifers:

The risk of interconnectivity and contamination of all water sources is significantly too
high to allow this industry to proceed without appropriate scientific and objective
research. Even APPEA admits that there will be interconnectivity.!80

In addition to the potential for aquifer contamination to occur as a result of the chemicals
introduced during drilling or fraccing, or the mixing of salty coal seam water, it was suggested
that the introduced chemicals might mobilise naturally-occurring toxic chemicals within an
aquifer. According to Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of
New South Wales:
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Ms Judi Sheedy, Executive Councillor and Chair of Gunnedah District Council, NSW Farmers’
Association (Boggabri, Gunnedah, Pottinger District Councils), Evidence, 16 November 2011,
p 39.
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I think that some of the things that you are injecting are there to change the water
quality within the aquifer ... When you start to adjust the pH and also the oxidation
reduction conditions within an aquifer you start to mobilise natural chemicals within
the aquifer, so you can have minerals, things like arsenic, fluoride, cadmium, mercury
... Things that have been precipitated and are in a solid form for thousands of years
may actually end up within the watertable or within the aquifer.18!

Dr Khan noted that the mobilisation of naturally-occurring toxic chemicals could contaminate
presently ‘pristine’ aquifers.'™

Increased risk of aquifer connectivity

Inquiry participants expressed concern that coal seam gas operations could ‘crack’ aquifers,
increasing the risk of greater aquifer connectivity and potential contamination of water
resources. One means by which coal seam gas activities could ‘crack’ aquifers is through the
drilling of coal seam gas wells. In relation to the risks involved in drilling wells, Dr Khan
noted that:

Drilling through aquifers, impervious rock and coal seams risks
‘interconnecting’ otherwise confined aquifers. In such circumstances, aquifers
holding large volumes of pristine water can be contaminated by mixing with other
contaminated waters ... 183

It was also suggested that the risk of aquifer cross-contamination may be heightened by the
fraccing process. According to the National Water Commission: “The practice of hydraulic
fracturing, or fraccing, to increase gas output, has the potential to induce cross-contamination

between aquifers, with impacts on groundwater quality’.'™

The evidence to the Committee indicated that while it is possible for drilling or fraccing to
create connections between previously unconnected aquifers, and thus to result in cross-
contamination of aquifers, this was unlikely to occur for two main reasons. First, increased
connectivity is not in the interests of coal seam gas companies, and they have instituted
monitoring processes to prevent this from occurring. Second, the drilling of coal seam gas
wells is not dissimilar to the common practice of drilling water bores, although the drilling of
coal seam gas wells involves a greater level of risk.

The Committee was told that it is in the best interests of coal seam gas companies to avoid
cross contamination of aquifers, because rapid aquifer recharge would stop gas from flowing
from the coal seams and make a well unviable for gas extraction. This point was made by Mr
James Baulderstone, Vice President, Eastern Australia, Santos, who also indicated that there
had been no instances of aquifer cross-contamination in Santos’ Queensland operations:
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Clearly, if there are connections [between aquifers] our business does not work.
If there are cross connections then water will continue to flow, there will not be
pressure to coal, gas will not flow.

So in some ways we are self interested in ensuring that our development does not
hook into any ongoing aquifers, otherwise we do not have a business.... I can say that
on Santos properties and in our business over the last 40 years, and 15 years in
Queensland, no examples of cross-contamination have occurred.!8

When questioned on this evidence, Dr Khan observed that while rapid aquifer recharge due to
interconnectivity would be undesirable, it could happen due to ‘unanticipated’ water
movements:

The point is that we need to think about not just what is anticipated but what is
unanticipated. I acknowledge that coal seam gas companies do not want things that
are going to minimise or reduce the efficiency of coal seam gas extraction to occur.180

The Committee notes an hydrogeologist and other experts who appeared before the
Committee were, despite their extensive experience over many years, unaware of any instance
of cross-contamination of aquifers in Australia due to coal seam gas drilling for exploration or
production.'”’

On the potential for fraccing to ‘crack’ aquitards, Santos claimed that if fraccing is conducted
propetly, it does not lead to cross contamination:

Fracturing techniques are highly localized and designed to only affect the targeted coal
seams. Properly conducted the fracturing techniques do not cause cross
contamination of aquifers and especially not those which are separated from the coal
seams by several hundred metres of rock, as is the case with Santos’ NSW acreage. 188

Mr Baulderstone also said that because fraccing is taking place in coal, which is a relatively soft
material, less force is required and there is less risk of ‘cracking’ an aquitard: °...there is no
violent fracturing, so there is no risk to cross-contamination of different aquifers that are
often hundreds of metres apart.....'""

The Committee received evidence on the issue of fraccing from two technical experts
nominated by the industry association, namely the Australian Petroleum, Production and
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44

Report - May 2012



4.19

4.20

4.21

4.22

4.23

GENERAL PURPOSE STANDING COMMITTEE NO. 5

Exploration Association (APPEA): Mr Mike Roy, a technical expert for well construction and
fraccing, and Mr Ross Naumann, a drilling expert. Mr Roy acknowledged that a fraccing
operation could inadvertently shatter an overlying formation, particularly if it was sandstone,
on the basis that'...where the rock stresses are very similar to that of the coal seams...you can
fracture’.” However, the Committee was told that if such an incident occurred there are
monitoring processes in place to allow a fraccing operation to be terminated immediately. Mr
Naumann said of the monitoring process:

When you are pumping the frack you have real-time monitoring and you will have
surface and down-hole pressure gauges and everyone sits back in what is called the
frack van and watches their little computer screens and sees what is going on. If you
see a variation to your expected profile — say, for instance, a sudden dive in pressure
that was indicating you were having additional fluid loss, which would say you were
maybe breaking out of the zone, you can terminate your job immediately.!"!

In addition, Mr Naumann observed that if an operator was required to terminate a fracture,
‘...there is really a very small chance of sending any frack proppant up into an overlying zone’
because the ‘pad, which is the part of the frack fluid does not have any sand in it’ and this
would prevent the proppant from entering the overlying formation.'”?

It was also suggested that the drilling of gas wells is unlikely to ‘crack’ aquitards because it is
similar to the drilling of water bores through aquifers, which is a commonplace and widely
accepted practice. According to Mr Peter Henderson, Managing Director, Metgasco:

The drilling of wells through aquifers is not new and certainly not unique to the coal
seam gas industry. Millions of water bores and minerals and gas wells have been
drilled around the world. There are decades of experience and standard practices in
place to protect aquifers.1%3

Mr Henderson said that he had confidence that ‘... our coal seam gas operations can be

managed safely without impact on other ground or surface water applications’.lg4

Dr Khan acknowledged that some of the same considerations apply to drilling water bores as
to drilling coal seam gas wells. However he argued that the risks involved in drilling a coal
seam gas well are heightened due to the greater volume of water involved, the depth of the
aquifers and the need to drill through multiple layers of aquifer and rock, as well as the
potential involvement of activities such as fraccing.'”

Witnesses were asked if they were aware of any instances in Australia of coal seam gas
activities causing aquifers to ‘crack’. Several witnesses informed the Committee that they were
not aware of any examples of this occurring. For example, in relation to the AGL Energy site
at Camden, the only coal seam gas project in production in New South Wales, Mr Brad
Mullard, Executive Director, Mineral Resources and Energy, Department of Trade and
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Investment, Regional Infrastructures and Services (DTIRIS), advised that there had been no
cross contamination of aquifers.'”

Under questioning Mr Mullard said that he was aware of a report by the US Environment
Protection Agency which suggested that in the USA, aquifers had been contaminated by coal
seam gas development. However Mr Mullard observed that it was an interim report and the
conclusions were not final."”’

The view that the coal seam gas industry is unlikely to cause connections between previously
unconnected aquifers was supported by Geoscience Australia. Advice prepared by Geoscience
Australia in relation to proposed projects in Queensland’s Surat Basin concluded that in terms
of the potential impact on aquifers as a result of groundwater extraction, ‘there is a low
likelihood of cross-contamination, as the majority of inter-aquifer transfer will involve the
migration of higher quality water from adjacent underlying and overlying sandstone aquifers

into coal measures containing lower quality water’.'”

Well integrity and protecting water resources

Well integrity is crucial to protecting water resources from contamination, and also plays a role
in preventing aquifer depletion. In New South Wales ‘every gas well is encased in two or more
layers of steel tube with cement pumped between the layers to remove the risk of aquifer
interconnectivity’.'” Well integrity is about ensuring that well design and construction is
sufficiently robust to ensure that wells retain their integrity not just for the present, but into
the future. Even when coal seam gas wells reach the end of their productive life and are
decomissioned, they are sealed off and remain in the ground. Therefore rigorous standards
need to be in place to ensure that the steel does not corrode, and the cement does not break
down, which would potentially lead to water contamination by enabling water to move from
one strata to another.

Giving evidence on the steps that the Government is taking to protect water resources,
Mr Mullard said: ‘... the most important thing ensuring that you are not contaminating
aquifers is to ensure you have well integrity’.” The NSW Government advised that well
integrity plays an important role in ensuring that ‘shallow groundwater resources are not
contaminated in any way by CSG drilling/fracture stimulation practices or depleted by being

drained into the coal seam”.*"!

A number of witnesses raised concerns about well integrity. Ms Rosemary Nankivell, from the
Caroona Coal Action Group and Mullaley Gas Pipeline Accord, stated that:
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Another emerging issue is the maintenance of wells. Steel rusts, cement deteriorates
and the integrity of these wells is compromised by the natural movements of the
earth. Long after the gas companies have gone, New South Wales will be left with the
maintenance of these wells at considerable ongoing expense.?0?

Namoi Water also highlighted the importance of well construction standards:

The variable core hold casing techniques in use are being questioned overseas ... Is
the Government assured that industry best practice is enough to prevent interference
and will not degrade over time 500-100 years resulting in contamination of the
overlying aquifers??03

Mr Milton Judd, representing Friends of the Pilliga, raised concerns that poor-quality cement
is being used to construct the wells, and that it may degrade over time, especially if there is any
earth movement:

The other thing I am worried about is the integrity of the cement. I have samples.
I did not bring them here. The cement they are using to plug the wells is very poor.
Even though it might be cemented all the way down, what I am wortied about is the
long-term integrity of it, particulatly if they start fraccing. Even so, we do get earth
movements around here from time to time.?04

Despite the concerns of Inquiry participants, the coal seam gas industry insists that wells are
constructed to the highest standards. APPEA advised that:

CSG wells are the lifeblood of the CSG industry and represent a major investment by
CSG companies. A great deal of effort goes into their construction... Relative to
water bores CSG wells are constructed and completed to a significantly higher
standard to ensure well isolation and control.20>

In relation to the requirements for rehabilitating discontinued wells, the NSW Government
advised that ‘discontinued wells must be sealed completely from bottom to top using cement

plugs to prevent leakage of gas or water, both underground and at the surface”.””

Mr Michael O’Brien, Chief Operations Officer, Metgasco observed that the industry’s history
demonstrated that wells could be decommissioned without any future risks to groundwater:

The oil and gas industry has been operating for more than 150 years. So there is
extensive history of decommissioned wells and the industry is not seeing a lot of
historical failures of the decommissioned wells ... 207
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This view was supported by AGL Energy. AGL observed that coal seam gas is a type of
‘sweet’ gas, and noted that for ‘sweet’ gas, ‘wells dating back many decades have confirmed
that cement integrity and casing integtity has minimal degradation...”.*”

When questioned on well integrity and remediation, Santos explained that its wells are
constructed according to ‘best practice’ standards:

CSG wells should be constructed and ultimately remediated in accordance with best
practice engineering standards developed over many decades in the oil and gas
industry. This involves the use of proven steel and cement protective barriers during
the productive phase and the sinking of high-grade cement plugs through the full well
depth up to 1.5 metres below the surface when the wells are ultimately abandoned.
This process has been undertaken many thousands of times around the world and is
recognised as safe and sustainable.20?

AGL Energy also emphasised that when a well is decommissioned the entire well is filled with
cement, ‘... greatly reducing any potential for water cross flow or gas migration back to

surface’. !’

Mr O’Brien was questioned about the potential for degradation of the steel and concrete used
to construct wells. Mr O’Brien advised that the steel casing in a well should not corrode for an
‘extensive’ time period, particularly because when a well is sealed there is limited opportunity
for oxygen to enter the well. However, he noted that if there was corrosion due to oxygen
coming from adjacent waters, the corroded steel would expand and that this could actually
assist the rehabilitation.””' In relation to the quality of cement used in wells, he indicated that it
is a particular grade of impermeable concrete that would ‘flow and fill all the voids’ in a well.

Commenting on the requirements in New South Wales for the decommissioning of a coal
seam gas well, AGL Energy observed that these requirements are ‘... at a standard that

exceeds other Australian States and in general most other international regulatory agencies’.*"”

The NSW Government advised that it has commissioned an independent review into the
standards and design of coal seam gas wells.”"> Mr Mullard told the Committee that:

There has been a series of activities undertaken, the most important of which is really
developing standards for well integrity ... Guidelines and specifications are being
developed for government which will apply to ensure well integrity. New guidelines
for fracking are being developed by technical experts. The idea behind that is that
when the moratorium is lifted there is much greater regulation and controls to ensure
that we do have appropriate standards for well integrity and fracking.?!4
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Further detail on the review of standards for well integrity and fraccing is provided later in this
Chapter.

Depressurisation of aquifers

The depressurisation of aquifers has the potential to impact on both water quality and
quantity. Depressurisation involves the lowering of water levels, and consequently pressure
levels, within an aquifer. During the Inquiry the Committee heard that coal seam gas activities,
namely the drilling of wells and the extraction of water from the coal seams, may result in the
depressurisation of aquifers.

According to the National Water Commission, aquifer depressurisation can lead to changes in
the pressure of adjacent aquifers with resultant reductions in water availability and surface
water flows, as well as land subsidence affecting surface water systems.””

Depressurisation can also have a deleterious impact on water quality within an aquifer.
According to Dr Khan, depressurisation can lead to changes in flow within an aquifer, causing
changes in chemistry and potential contamination:

Extracting large quantities of water will lead to depressurisation of
groundwater systems ... The extraction of large volumes of water will significantly
impact pressure gradients ... In some cases, the underground direction of flow may
be altered, which can lead to changes in water chemistry ... In this way, pristine
aquifers can quickly become contaminated ...210

Extracting water from within an aquifer may also lead to depressurisation in shallower aquifers
or surface water systems. According to the National Water Commission:

. it is generally accepted that deep groundwater pumping can induce downward
leakage from upper aquifers in most cases. The resultant drawdown in shallow
aquifers depends on the degree of connection between them and the deeper aquifers
and the period of time over which pumping occurs.?!?

Dr Khan observed that depressurisation of aquifers may allow contaminated surface waters to
flow into deeper aquifers:

Could depressurisation of a groundwater aquifer result in rapid movement of surface
waters and potentially contaminated surface waters into an aquifer? Yes, it can occur
where there are extraction wells and movement under the ground ... Changing
pressures will change directions of flow. If you depressurise one area, water will flow
towards that area.?18

215

216

217

218

Submission 100, p 1.
Submission 330, pp 2-3, emphasis as per original.

Answers to questions on notice taken during evidence 12 December 2011, Mr James Cameron,
Chief Executive Officer, Australian Government National Water Commission, p 2.

Dr Khan, Evidence, 8 December 2011, p 33.

Report - May 2012 49



LEGISLATIVE COUNCIL

Inquiry into coal seam gas

4.46

4.47

4.48

4.49

4.50

Witnesses were questioned on whether there is any evidence to show that extracting water
from a deep aquifer, such as a coal seam, has led to depressurisation and lowering of water
levels in shallower aquifers. The National Water Commission advised the Committee that
several studies in irrigation areas, including a study conducted by the Commonwealth
Scientific and Industrial Research Organisation (CSIRO), ‘... have shown that vertical leakage
does occur as a result of deep groundwater pumping...’.m The Commission noted that the
degree of drawdown in the shallower aquifers depends on factors including the extent of
connectivity between aquifers.

In addition to depressurisation, Dr Khan advised that the lowering of water levels can lead to
increased salination and mobilisation of naturally-occurring toxic chemicals within an aquifer:

Lowering of water levels in adjacent aquifers may affect water quality in those
aquifers. Exposure of naturally-occurring chemicals to an oxygen-rich environment
may cause chemical change to the minerals that affect solubility and mobility.
Increased solubility will lead to increased salination of the water, and may also involve
the mobilisation of toxic chemicals such as chromium, strontium, lead, iron, arsenic,
fluoride and selenium.220

The Committee heard that in some instances the water in aquifers can be centuries old, and
that it is not known when, or if, these aquifers may recharge if they are depleted by coal seam
gas activities. Ms Jon-Maree Baker , Executive Officer, Namoi Water, observed that:

Those old water sources do not recharge the same way that the alluvial aquifers do.
It takes hundreds of years for them to recharge and they may not recharge at all.??!

In support of this point, Associate Professor Willem Vervoort and Dr Floris van Ogtrop from
the Hydrology Research Laboratory at The University of Sydney observed that:

Groundwater is extremely slow moving, can be very deep underground, and is often
under pressure. There is increasing understanding that impacts on groundwater take a
long time to become evidence. Deeper groundwater often moves slower (to millions
of years old in the GAB [Great Artesian Basin].222

Despite the significant concerns raised by Inquiry participants, in relation to the potential
impact of groundwater extraction on both the quantity and quality of groundwater,
Geoscience Australia concluded that any impacts are “... likely to be reversible over medium
to long term timeframes (decades to centuries), depending on the specific aquifer and the
management strategies applied”.”’
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Drinking water catchments

Some Inquiry participants, particularly those in the areas around Wollongong and the
Southern Highlands, insisted that drinking water catchments must be off-limits to coal seam
gas activities, especially those catchments that supply drinking water to Sydney, due to the
potential for coal seam gas activities to contaminate drinking water supplies. According to
Dr Peter Turner of the Northern Illawarra Sustainability Alliance:

With respect to the threat to key catchment areas ... Apex Energy holds petroleum
exploration licences that overly the metropolitan, Woronora and Warragamba special
areas that supply high-quality water to Greater Sydney so probably approximately five
million people depend on the quality of water coming out of those catchment areas ...
it seems reasonable to suggest we should not be gambling with our water security or
that of our children.?*

Ms Caroline Graham of Rivers SOS supported this view, and remarked on the irony of
exploration being allowed in the restricted-access Special Areas controlled by the Sydney
Catchment Authority:

We have Special Areas, which are gated and have padlocks and you and I get fined
$11,000 or more if we set foot in them, but they are apparently being approved for
coal seam gas extraction .... It is being protected because it filters water flowing into
rivers and into the catchment... Drinking water catchments should be protected.
Because Sydney has by far the biggest population of course our Special Areas in the
metropolitan catchment should be protected.??>

The Sydney Catchment Authority has statutory responsibility for the protection of the
drinking water catchments that supply Sydney, the Blue Mountains, Illawarra, Shoalhaven and
Southern Highlands.”® The Catchment Authority has developed a set of principles designed to
protect drinking water supplies from any adverse impacts of coal seam gas activity. These
principles include that mining and coal seam gas activities:

. must not reduce the quantity or quality of ground or surface water
. must not compromise water supply infrastructure
. must not increase risks to human health as a result of using water from the drinking

water catchments
° must not compromise the ecological integrity of Special Areas

° must provide environmental impact assessments that are detailed, thorough,
scientifically robust and holistic and address cumulative impacts.”’
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Mr Michael Bullen, Chief Executive Officer, Sydney Catchment Authority, advised that there
is a Tow risk’ of water contamination during the exploration phase. In relation to the
exploratory activities that Apex Energy proposed to undertake on catchment lands, Mr Bullen
said that as part of the assessment of that application ‘... we have provided advice in relation

to those so that the potential impact on water quality is low’.*””

Water extraction and depletion of water resources

During the Inquiry, questions were raised about whether the substantial volume of water
required for coal seam gas development will deplete the quantity of water. The coal seam gas
industry is a thirsty industry: the National Water Commission estimated that it could extract
7,500 gigalitres of water from groundwater systems over the next 25 years. This is equivalent
to 300 gigalitres per year. To put this in perspective, the yeatly extraction from the Great
Artesian Basin is 540 gigalitres per year.”” In addition to extracting substantial amounts of
water from the coal seams, substantial amounts of water may need to be pumped into the coal
seams during processes such as fraccing.

The coal seam gas companies told the Committee that the water they are taking from the coal
seams is brackish and salty, and it is not of sufficient quality to be put to any other use. They
therefore argued that their water extraction would not impact on other water users. In
addition, the Committee heard that rather than depleting the amount of available water, the
coal seam gas industry could increase the water available for all users, because the industry
takes low-quality water that would not otherwise be used and treats it to a sufficient standard
that it can be put to beneficial use, such as for agriculture or drinking. For example, Santos
argued that:

The extracted coal seam gas water will be treated in reverse osmosis plants that will
produce water that can be utilised for irrigation, town water and other uses in the area.
In other words, Santos’ CSG operations will produce — not reduce — water available
for agriculture in the areas in which we operate.?3

Santos commissioned modelling that found that its extraction and subsequent treatment of
coal seam gas water could result in an annual 5GL increase in the water available in
northwestern New South Wales, and that this has the potential to increase agricultural
production in the area by 1 per cent.””

The NSW Government agreed with the view that water extraction by the coal seam gas
industry would not impact on other water users. According to the NSW Government, *...coal
seam water may have little beneficial use without treatment’ because ‘coal seams are typically
minor aquifers, the water from which is generally not used by other industries both because of

their depth and because they often contain brackish to saline groundwater’.””
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However, the claim that the coal seam gas industry has the potential to increase the amount of
available water was disputed by Mr James Cameron, Chief Executive Officer, National Water
Commission, due to the potential for depressurisation to impact on other aquifers:

It should be noted that the process of extracting that water will depressurise those
systems and has the potential to impact on other aquifers so there may not be a gross
increase in the amount of water available.233

The evidence that coal seam water is not used by other industries was also disputed.
Gunnedah cattle farmer Mr Tim Duffy informed the Committee that he owns the farm
adjacent to Kahlua, the Gunnedah property where Santos is exploring for coal seam gas, and
that his cattle drink coal seam water:

... being a neighbour of Kahlua I have one bore on my property which is at 500 feet
that is in a coal seam. We draw on coal seam water. We reticulate the water over the
entire property. My cattle are drinking off that as we speak. It is salty. If you put it on
open ground it will kill the grass... You cannot put it on the garden, you cannot water
a lawn with it but cattle will drink it. They will walk past a dam to get to this water
source. This is the water source that is for Santos a waste product.?3*

Regulation of water extraction by coal seam gas companies

Several Inquiry participants declared that the coal seam gas industry should not be treated any
differently from other water users, and should be subject to same water sharing limits.
This point was made by Ms Katrina Humphries, Mayor of Moree Plains Shire Council:

If you let these guys come in and they do not have water licences and they can pump
willy-nilly as much water as they like, all the water our farmers have tried to save will
be lost... 23

The NSW Irrigators’ Council stated that they ‘absolutely oppose the granting of water use
exemptions’ and insisted that ‘all mining use of water must be on the basis of licensed
extraction to avoid third party impacts associated with further allocation in fully allocated

systems’.”’

The Committee was told that any water extracted by the coal seam gas industry should be
accounted for as part of the existing water management framework. According to the National
Water Commission, coal seam gas should be better ‘incorporated into NWI [National Water
Initiative] consistent water planning and management regimes from their inception’. The
Commission contended that this should include licensing of all coal seam gas water
extraction.”” Further, the Commission advised that:
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There is a range of water uses that are not yet fully integrated into NWI-consistent
planning ... In our view, the objective should be to bring any significant water user
within that sort of arrangement ... we will be looking with interest to the final aquifer
interference arrangements ... to see how that brings the management of the physical
impacts of aquifer interference activities into the broader water planning and
management system.?3

Mr Mark Harris, Acting Director for Water Policy, NSW Office of Water, explained that the
coal seam gas industry has been incorporated into the State’s water sharing regime and is
treated in the same way as other users:

The water sharing plans do not treat coal seam gas extraction any differently than they
would extraction for agricultural purposes. Coal seam gas extraction is just another
extraction of water. So, under the water sharing plans the extraction of the coal seam
gas water would be accounted for, like water for any other licence, against the
extraction limits in that plan.?3

The measures to implement licensing of water extraction by the coal seam gas industry are
discussed in a later section of this Chapter.

Committee comment

The Committee notes the very serious community concerns regarding the impact of the coal
seam gas industry on water resources. These concerns include the potential for aquifers to be
contaminated due to the chemicals introduced in, or mobilised by, drilling or fraccing.
Another concern is the potential for drilling or fraccing to ‘crack’ aquifers leading to cross
contamination of pristine aquifers. While there is no evidence to conclusively demonstrate
that these impacts have occurred, the ramifications of such scenarios are significant, and the
damage possibly irreparable. Equally concerning was the evidence regarding the potential to
depressurise aquifers, the potential for pollution in drinking water catchments, and the
questions around whether well design and construction is completed to the highest possible
standards. Given such uncertainty, the NSW Government should proceed carefully.

The significance of water contamination and depletion, together with uncertainty about the
likelihood of these impacts occurring, underscore the need for further study and data
gathering, as recommended in the previous Chapter. The NSW Government has announced a
number of measures designed to protect water resources. These measures are discussed in
later in this Chapter.

Disposal of produced water and solid waste

4.68

Many Inquiry participants are concerned about how the coal seam gas industry would dispose
of the substantial volume of water that it is expected to produce. Potential disposal methods
include treatment and beneficial re-use, or re-injecting treated water into aquifers. In addition,
there are particular concerns about how to manage the solid waste, or brine, that is generated
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when produced water is treated and the contaminants, such as salts, are removed. Inquiry
participants suggested that at present, the only feasible disposal option is to send this waste to
landfill.

Likely volume of produced water

It is difficult to gauge the volume of produced water that will be generated in New South
Wales, as the coal seam gas industry is in its early stages. The industry has argued that it does
not make sense to make comparisons with the volume of produced water in Queensland,
because there are key differences between the geology of the coal seams in Queensland and
New South Wales. Dart Energy explained that coal seams in New South Wales tend to be less
permeable than those in Queensland, therefore they contain less water and less water needs to
be extracted to allow the gas to flow.”

The industry association APPEA advised that the volume of produced water in New South
Wiales is likely to be lower than in Queensland.**' This point was supported by Mr Robbert de
Weijer, Chief Executive Officer, Australia, Dart Energy:

First, water production in New South Wales is significantly lower compared to, for
example, in Surat in Queensland. I am talking about 50 to 100 times less water
production per produced entity of gas. That is a very significant difference.?*?

As a consequence of the expected lower volume of produced water, Mr de Weijer noted that
there will be smaller quantities of solid waste to dispose of.**

One of the difficulties with estimating the amount of produced water and solid waste that will
be generated, is that there is no clear picture of what the industry will look like at full levels of
production. Mr Mullard advised that the Office of Water is currently involved in a project to
assess potential volume of produced water.”**

In relation to the AGL site at Camden, which is the only coal seam gas project in production
in New South Wales, Mr Mullard noted that there was ‘substantially’ less produced water than

expected and that the volume is ‘very easily manageable’.**’

Disposal of produced water

Many questions remain to be answered about the disposal of coal seam, or produced, water.
Potential methods for disposing of produced water include treating it to a high standard and
allowing beneficial use for agriculture or drinking water supplies, re-injecting treated water into
aquifers, or beneficial re-use of the water ‘as is” for example by providing it to cattle to drink.
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Produced water cannot, however, be disposed of through evaporation ponds, as the use of
evaporation ponds has been banned in New South Wales since July 2011.7*

A number of Inquiry participants raised questions about the feasibility of aquifer reinjection.
Aquifer reinjection involves taking the produced water, treating it to a high standard through a
process such as reverse osmosis, and re-injecting it into the depleted coal seam. Mr Cameron
of the National Water Commission observed that aquifer reinjection is not new and it is
happening in other jurisdictions. However he cautioned that more work needs to be done on
reinjection with specific reference to the coal seam gas industry:

Certainly, aquifer reinjection occurs in a number of ways. There are other examples
elsewhere, for example, of storm water or recycled water that has been produced and
been injected into aquifers, effectively as an alternative storage to dams. That is
occurring in South Australia and in Western Australia as well. So the process of
injecting water into aquifers is not particularly new. However, the choice to inject
water, particularly if it is the residual brine from water treatment activities, involves a
number of technical aspects that would need careful analysis.?*

In particular, Mr Cameron drew attention to the possible negative impacts of repressurisation
of aquifers as a result of re-injecting treated water:

Again, just as depressurisation has the potential to impact on adjacent aquifers,
repressurisation or pressurisation of aquifers also has the potential to have a physical
impact. So a careful understanding of the circumstances of the individual projects is
quite important.?48

Dr Khan also acknowledged that research has been done on aquifer reinjection in other
contexts, and as with Mr Cameron, drew attention to the possible consequences of
repressurisation:

A great deal of scientific research and investigation has been done with regard to that
process looking at highly treated recycled waters from municipal wastewater treatment
plants. Extensive research has also been undertaken in South Australia looking at
recharge of treated stormwater into aquifers. Even with those types of highly treated
waters there are issues associated with the impact on the aquifer as a result of physical
processes such as pressurisation and the fact that the chemistry can be fundamentally
changed in an aquifer by introducing different waters.?*

In addition to the problem of repressurisation, Inquiry participants such as Mr Cameron
described the possible risks to natural systems posed by the reinjection of high-quality treated
water:

Treated water from reverse osmosis is extremely high quality water and so the process
of putting that into natural systems, particularly where there are circumstances of low
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flows or during periods where flows would otherwise be ephemeral, has the potential
to impact on the environmental condition at the time.250

Mr Andrew Gregson, Chief Executive Officer, NSW Irrigators’ Council also spoke of the
need to ensure that introduced water is treated to the same quality as the water already within
the aquifer:

...one of the things that we are concerned about... that any reintroduced water that
has been treated must be to at least the same quality. We actually do not want
reintroduced water to be far too pure because that in itself potentially creates
environmental problems ... 25!

In response to questions on the feasibility of re-use of coal seam gas water, Mr Baulderstone,
Santos’ Vice President for Eastern Australia, responded by referring to Santos’ track record in
Queensland of providing treated water for beneficial use:

I think one of the very strong advantages that Santos has is that we have been doing
this for 15 years. I can take you to our areas in Queensland, where right now we are
running those reverse osmosis plants, where right now we are injecting water into
town aquifers, and where right now we are providing produced water to farmers to
irrigate crops and some thousand head of cattle are feeding off those crops right now.
So the reason we are so confident about these processes is that we actually do it
now.?%

However, the coal seam gas companies’ confidence in aquifer reinjection was questioned by
Ms Baker of Namoi Water, who argued that there is insufficient research to support its safety:

I do not think we have enough data to say we could supportt reinjection. I have been
working on this for over 12 months and I have read a significant amount of reports
and spent as much time as I can with coal seam gas companies asking them to provide
me with that evidence. I do not think they have that evidence.?>3

Notwithstanding the evidence to the Committee that questions remain about this process, the
Committee notes that aquifer reinjection is the Queensland Government’s preferred method
for disposing of produced water.”*

Aside from re-injecting treated water into aquifers, there is also potential for treated water to
be used for agriculture or drinking purposes. Santos advised that it ‘is committed to treating

100 percent of its incidental water and making the treated water available to the community

for reuse’,””” and that in fact this is already happening with produced water being used *...for

beneficial use in agriculture and recharge of the aquifers that supply Roma’.”*
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The Committee heard from Mr Chris Magner, Richmond Wilson Combined Water Users’
Association, that some agricultural users are keen to access the treated water:

One of the things that we wanted out of that was that some of the water that is
coming out, especially from Metgasco, at a quality that may be usable. At the moment
it is not licensed and that is what we are asking, for it to go into the water sharing
plan. They cannot on-sell that for irrigation water because it is not covered.?’

While the prospect of using high-quality produced water for beneficial use may be enticing for
some farmers, Mr Michael Murray, National Water Policy Manager for Cotton Australia,
cautioned that treated water will only be available for a limited time:

One of the drawbacks is that people are saying, “It will only be a 10-, 15- or 20-year
water supply in that particular area. Should I develop irrigation based on that short
period of time?” People need to go into that with their eyes open.258

In addition to the question of how coal seam gas companies intend to dispose of coal seam
water, it was suggested that there are handling risks involved in dealing with large volume of
produced water in storage tanks or holding basins, and this creates the potential for accidental
leaks, which according to Dr Khan, ‘... could lead to the contamination of shallow drinking

water aquifers and surface water bodies’.”’

Measures announced by the NSW Government in response to concerns about the disposal of
produced water, and in particular the uncertainty surrounding aquifer reinjection, are discussed
in the final section of this Chapter.

Disposal of solid waste

A significant issue arising from the treatment of produced water to very high standards
through processes such as reverse osmosis, is that as contaminants are removed from the
water, a large volume of solid waste is generated. Dr Khan described the water treatment
process as follows:

The problem is that when you treat water by reverse osmosis you are not destroying
the chemicals and salts, you are separating the water into two components: one is a
highly purified component and an equally highly concentrated component. It is
managing that concentrated brine that presents a number of challenges.

... Then you have a solid waste disposal problem. You have large volumes of
contaminated salts that need to be disposed somewhere, usually to landfill 260
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Mr Chris Magner, Richmond Wilson Combined Water Users’ Association, Evidence, 8 December
2011, p 57.

Mr Michael Murray, National Water Policy Manager for Cotton Australia, Evidence, 16 November
2011, p 19.

Submission 330, p 3.
Dr Khan, Evidence, 8 December 2011, pp 33-34.
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The scale of the challenge posed by large volume of solid waste was raised by Mr David Clift
of the Richmond Wilson Water Users’ Association:

It scares me as to what they are going to do with that brine as the evaporation process
continues over the next 20 years and how they are going to rehabilitate those areas.
That is the real issue for me.?0!

The Committee was not advised of any feasible commercial options for the re-use of the solid
waste generated from treated water. As noted by Dr Khan, solid waste is usually sent to
landfill. When questioned on whether there are industrial uses for the brine from produced
water, Dr Khan responded by comparing solid waste to the salt generated by desalination
plants, and noted that industry re-use is not ‘economically feasible’:

In terms of seawater desalination plants it seems a more obvious question where you
have seawater and salts extracted from it. There has been considerable investigations
looking into the economics of recovering those salts and recovering some of the trace
minerals and it does not stack up, it is not an economically feasible way of doing it. I
read somewhere if you recovered all of the sodium chloride from all of the seawater
desalination plants around the country, you would have a thousand times the annual
demand for table salt. It is a massive amount of salt.262

The Committee is aware that work is being done to find a beneficial use for the solid waste
generated by the coal seam gas industry. For example, the Committee received a submission
from the company Fodder King, which advised that they are in the process of
‘... demonstrating that we can devise cost-effective solutions for sustainably using CSG water
that can mutually benefit both the agricultural and resources industries and their host

.« . 2
communities’.**”

Coal seam gas companies are also investigating how to deal with solid waste products
generated by coal seam gas activities, with Santos advising that they are undertaking a study of
the ‘commercial and technical feasibility of brine disposal’.**

Some Inquiry participants question the wisdom of proceeding with coal seam gas
development while such a crucial question, namely how to dispose of the significant amounts
of solid waste, remains unanswered. According to Mr Gregson:

Yes, it must be in place before approvals are given and production or exploration
commences. If that technology does not exist at the moment, it comes back to what
we said earlier: What is the rushr265
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Mr David Clift, Evidence, Richmond Wilson Water Users’ Association, 8 December 2011, p 58.
Dr Khan, Evidence, 8 December 2011, p 34.

Submission 437, Fodder King Limited, p 1.

Submission 337, p 27.

Mr Gregson, Evidence, 12 December 2011, p 60.
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4.94

Committee comment

The Committee notes that even though there is uncertainty around the volume of water that
will be extracted by the coal seam gas industry, and less water is likely to be extracted relative
to Queensland, the volume will be significant and therefore large amounts of water and solid
waste will need to be disposed of. The Committee encourages the NSW Government to
progress as a priority the project being undertaken by the Office on Water to assess the
potential volume of produced water.

Recommendation 4

That the NSW Government progress as a priority the project being undertaken by the Office
of Water to assess the potential volume of produced water from the coal seam gas industry.

4.95

In relation to the disposal of solid waste, the Committee considers that the NSW Government
should not approve any coal seam gas activity without a solid waste management plan
included in the relevant approval.

Recommendation 5

That the NSW Government not approve any coal seam gas activity without a solid waste
management plan included in the relevant approval.

Measures to protect water quality and quantity

4.96

4.97

The NSW Government has developed a Draft NSW Aguifer Interference Policy — Stage 1 to
address the impacts of high-risk activities, such as the production of coal seam gas, on water
resources. To date, the Draft Policy has focused on aquifer interference activities associated
with groundwater underlying land declared to be Biophysical Strategic Agricultural Land.**

Under the Draft NSW Aquifer Interference Policy groundwater impacts are to be considered at
‘...the very start of the planning process, putting it at the centre of decision-making’.**” The
NSW Government has advised that the Draft Policy seeks to ‘...prevent more than minimal
harm occurring to water sources ...” by:

. establishing rules for water licensing for coal seam gas activities

° defining maximum acceptable levels of harm for potential impacts including water
tables, water pressure, water quality, land subsidence, aquifer compaction

266
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NSW Government, Draft NSW _Aquifer Interference Policy — Stage 1, March 2012, p 4.
NSW Government, Strategic Regional Land Use Policy Delivery: Frequently Asked Questions, March 2012,
p2
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. clarifying the process for assessing aquifer interference approvals based on an ‘avoid,
prevent, mitigate’ approach

. giving effect to the ban on evaporation ponds.268

Until the Draft NSW _Aquifer Interference Policy is finalised water impacts are being managed by
the Interim Aquifer Interference Regulation.”” Stage One of the Aquifer Interference
Regulation, which was introduced in June 2011, requires that new petroleum activities that
propose to extract more than 3ML of groundwater per year must be conducted under a Water
Access Licence under the Water Management Act 2000.”™ Previously exploration activities were
exempt from requiring water licences.

The second stage of the roll out of the Draft Policy will address aquifer interference activities
that impact on groundwater that does not underlie Biophysical Strategic Agricultural Land.*"
Certain State significant coal seam gas developments are exempted from the need to gain
aquifer interference approvals,272 including activities that are located on or within two
kilometers of Biophysical Strategic Agricultural land, because these projects are required to go
through the ‘Gateway’ process and the assessment of aquifer impacts will be brought forward
to the Gateway stage, rather than being required to gain an aquifer interference approval later

273
on.

Several stakeholders, such as the NSW Irrigators’ Council, highlighted the crucial role that the
Draft NSW Agquifer Interference Policy will play in regulating the industry:

For us the aquifer interference policy is the key to it... It has a framework in place to
work and to work well not only for us but for the coal seam gas and mining industries

274
as well.

In addition to the Draft NSW Aguifer Interference Policy, the NSW Government has developed a
Draft Code of Practice for Coal Seam Gas Exploration that contains measures relating to the disposal
of produced water. The Draft Code states that coal seam gas companies ‘must treat or
otherwise dispose of produced water’ and ‘must not avoid treatment or disposal by storing
water with the intention of having it evaporate’.’” The Draft Code also states that the NSW
Government is addressing the uncertainties surrounding aquifer reinjection by °... developing
a Managed Aquifer Recharge Policy to regulate the reinjection of water into aquifers for future

storage and potential reuse’.”’
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Submission 642, p 21.

Submission 642, pp 21-22.

NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, pp 3:15.

NSW Government, Draft NSW _Aquifer Interference Policy — Stage 1, March 2012, p 4.

NSW Government, Strategic Regional Land Use Policy Delivery: Frequently Asked Questions, March 2012,

p7.
NSW Government, Draft NSW Aquifer Interference Policy — Stage 1, March 2012, p 27.

Mr Gregson, Evidence, 12 December 2011, p 61.
NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 3.
NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 14.
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4.102

4.103

4.104

4.105

4.106

As noted previously, the NSW Government commissioned an independent review into the
standards and design of coal seam gas wells.””” In February 2012 the NSW Government said
that the review had been completed and ‘... is currently being reviewed by NSW Chief
Scientist and Engineer, Professor Mary O’Kane, prior to implernentation’.278 The Government
subsequently advised that the review is due for release in April 2012°” The NSW
Government’s Draft Code of Practice for Coal Seam Gas Exploration declares that when finalised,
the New South Wales well integrity standards will be ‘world’s best practice’ and ‘will ensure

the long term stability of wells both during and after procluction’.280

Committee comment

The Committee acknowledges that the development of the Draft NSW Aquifer Interference Policy
is a step in the right direction to mitigate any impacts of coal seam gas activities on water
quality and quantity. However, at present only a small number of coal seam gas proposals are
likely to be covered by this Policy, because it only applies to proposals taking place on or near
strategic agricultural land that will be assessed through the Gateway process.

Most proposals are likely to relate to non-strategic land. It is intended that the approvals
process for these projects will be covered by stage two of the Draft NSW Aguifer Interference
Policy. The Committee calls on the Government to finalise both stage one and stage two of the
Draft NSW Aquifer Interference Policy as matter of urgency.

The Committee welcomes the Government’s announcement that it is developing its own
standards for well integrity, given the vital importance of such standards in protecting our
aquifers and ensuring the safety of fraccing operations. However, the Committee questions
why best practice standards were not put in place before previous governments allowed
hundreds of coal seam gas wells to be drilled, and indeed after the Camden gas field had been
in production for ten years.

To protect water resources, the Committee considers that aquifer interference requirements
should be introduced for a// wells drilled into coal seams, including wells drilled at the
exploration phase.

Recommendation 6

That the NSW Government ensure that aquifer interference requirements are introduced for
any wells drilled into coal seams, including exploration wells.
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NSW Government, Strategic Regional Land Use Policy Delivery: Frequently Asked Questions, March 2012,
po.

Answers to supplementary questions, received 13 December 2011, Mr Mark Paterson, Director
General, Department of Trade and Investment, Resources and Energy, p 6.

NSW Government, Strategic Regional Land Use Policy Delivery: Frequently Asked Questions,
March 2012, p 6.

NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 16.
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In relation to the disposal of produced water, the Committee believes that the NSW
Government should develop a clear position on how coal seam gas companies should dispose
of this water. Considering that there is contested evidence regarding aquifer reinjection as a
means to dispose of produced water, the Committee urges the NSW Government to finalise
the Managed Aquifer Recharge Policy as provided for in the Draft Code of Practice for Coal Seam
Gas Exploration.

In order to protect water quality, and ensure that well integrity is maintained into the future,
the Committee recommends that the NSW Government consider expanding its monitoring of
decommissioned wells. This could extend to inspections at intervals of five years up to twenty
years.

Recommendation 7

That the NSW Government consider expanding the monitoring of decommissioned wells.
This could extend to inspections at intervals of five years up to twenty years.

4.109

The Committee welcomes the Government’s ban on the use of evaporation ponds, but notes
that produced water may still be stored in open tanks or storage ponds. Open storage
increases the risks of accidental leakages or spills of produced water, for example if tanks or
storage ponds overflow as a result of extreme rain events or floods. Given that produced
water has the potential to contaminate ground and surface water systems, the Committee
believes that produced water must be stored in closed tanks or taken off site for processing.

Recommendation 8

That the NSW Government ban the open storage of produced water.
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Chapter 5  Fraccing

Inquiry participants expressed deep-seated concern at the potential for hydraulic fracturing (or
‘fraccing’) to irreparably contaminate water supplies and thus cause long-lasting and significant harm to
the environment and human health. Inquiry participants also said they held grave fears that fraccing
could crack previously pristine and unconnected aquifers. This Chapter examines the concerns of
Inquiry participants and measures put in place to address concerns over the safety of fraccing.

What is fraccing?

5.1

5.2

5.3

5.4

Fraccing is a technique that has been used for many decades in the oil and gas industries for a
number of purposes. It is described by Australian Petroleum Production and Exploration
Association (APPEA) as ‘a process that uses pressure to create an artificial fracture network to
allow gas to flow to a well to improve the gas production rate from the well’.*

According to the Commonwealth Scientific and Industrial Research Organisation (CSIRO),
fraccing involves the injection of fluid, comprised of water, sand and additives, under high
pressure into a well that has been cased in steel but perforated at specific intervals to allow the
fracture to occur in the coal seam.”” The sand acts as a proppant, keeping the coal seam open
and allowing the gas to flow to the well and rise to the surface.””

It is considered to be an efficient extraction practice which allows the flow of gas to occur up
to 10 times faster, thus reducing production costs.”*

According to APPEA, the facts and science of fraccing have been assessed and it has been
determined that it is a safe process which ‘has been done safely for over 60 years in the United
States...and in Australia since 1968”.* Metgasco also stressed that fraccing ‘has been used
safely around the world for more than 60 years...” Mr Ross Naumann, a drilling expert
representing APPEA noted that the ‘whole process of fraccing, particularly in Australia, is
very heavily engineered’, requiring extensive preparation and testing to provide an optimal

287
outcome.
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Submission 447, Australian Petroleum Production & Exploration Association, p 4.

CSIRO, Hydraulic fracturing (fraccing), December 2011, accessed 2 February 2012,
<www.csiro.au/Outcomes/Energy/Energy-from-oil-and-gas/~/media/
CSIROau/Files/PDF/Coal%20seam%20gas%20PDFs/Hydraulic%20fracturing%620-
%20fraccing.pdf>

CSIRO, Hydraulic fracturing (fraccing), December 2011, accessed 2 February 2012,
<www.csiro.au/Outcomes/Enetrgy/Energy-from-oil-and-gas/~/media/ CSIROau/
Files/PDF/Coal%20seam%020gas%20PDFs/Hydraulic%20fracturing%020-%20fraccing.pdf>

CSIRO, Coal seam gas — Petroleum and Geothermal Research, accessed 2 February
2012,<www.csiro.au/Portals/Publications/Brochures--Fact-
Sheets/~/media/CSIROau/Divisions/CSIRO%20Earth%20Science%20and%20Resource%20En
gineering/CoalSeamGasBrochure_ CESRE_pdf%20Standard.pdf>

Submission 447, p 4.
Submission 287, Metgasco, p 1.
Mr Ross Naumann, Drilling expert, Evidence, 17 November 2011, p 36.
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When is fraccing used?

Fraccing is not used in every well and is considered unnecessary in many operations. The
Committee received widely varying evidence of the extent of fraccing. AGL Energy, being the
only company to be in full production within New South Wales, recorded significant use,
having fractured 131 of the 205 wells constructed under the Camden Gas Project.”®

Metgasco claimed it has never used fraccing in its coal seam gas operations™ and estimated
that only five per cent of the coal seam gas wells in Australia are fracced.” Santos also
submitted that it has not used fraccing in its New South Wales operations,” but as the new
operators of the Narrabri Gas Project, reported that 12 wells in this gas field had previously

In New South Wales the Government estimates approximately 160 wells have been fracced
since 1980 but due to differing reporting arrangements cannot ‘guarantee the completeness of
this information”.”” In isolation, this figure does not allow a sense of the scale of fraccing as
the total number of wells overall was not provided. The recent Senate Report estimated that
between 30-40 percent of wells in all current developments across Australia may need some
method of flow enhancement, including fraccing.”* However, this percentage must be treated
with caution in relation to its application to coal seam gas operations in New South Wales,
given the substantial dissimilarities between the structures of coal seam bodies in New South
Wales and those in existing drilling areas of Queensland.

Mr Naumann explained to the Committee that the underground geology and the permeability
of the reservoir determines the need to fracture.”” The New South Wales Government
believes that the requirement for fraccing will be minimal as °...the geology of many of the

prospective locations for coal seam gas in NSW do not require fraccing as part of the
> 296

Further to this, the NSW Government noted that the need to fracture would continue to

lessen as the emergence of newer technologies including horizontal well drilling would replace
297

Answers to questions on notice taken during evidence 17 November 2011, Mr Mike Moraza,
Group General Manager, Upstream Gas, AGL Energy Ltd.

Answers to questions on notice taken during evidence, 17 November 2011, Mr James Baulderstone,
Vice President Eastern Australia, Santos Limited.

Answers to questions on notice taken during evidence 12 December 2011, Mr Brad Mullard,
Executive Director, Mineral Resources and Energy, Department of Trade and Investment, Regional

Parliament of Australia, Senate, Rural Affairs and Transport References Committee, Management of
the Murray Darling Basin — Interim report: the impact of mining coal seam gas on the management of the Murray
Darling Basin, November 2011, p 5.

Mr Naumann, Evidence, 17 November 2011, p 34.

Submission 642, NSW Government, p 27.
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exploration or production process’.
5.9
fraccing in many cases.
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In evidence, Mr Mike Moraza, Group General Manager, Upstream Gas, AGL Energy
commented that AGL was moving to ‘surface to in-seam drilling’, describing the technique as
‘...starting off initially vertically down hole but then deviating and eventually becoming a
horizontal well drilled within the seam...”.””® Mr Moraza reported that this technique is now
being used exclusively in the Camden gas field and that ‘surface to in-seam’ wells do not
require fracture well stimulation.””

Dart Energy also reported that the need to fracture wells will be radically reduced or possibly
eliminated by the use of ‘multi-lateral to in-seam wells’*” Eastern Star Gas, the previous
operator of the Narrabri Gas Project, noted that the geology of this area would also lend itself

to lateral wells, eliminating the need to fracture.”

Another benefit of horizontal drilling is that it can reduce the number of wells on the land’s
surface. According to Mr Moraza, horizontal drilling will result in ‘less surface footprint’.*”
Mr James Baulderstone, Vice President, Eastern Australia, Santos noted that ‘...the more gas

we can get from one well then the less wells we need to have on the surface’.”

Community concerns about fraccing

5.13

5.14

5.15

In evidence provided to the Inquiry it was clear that many inquiry participants were very
anxious about the use of fraccing by the coal seam gas industry. Their concerns centered on
the chemicals used in fraccing fluids, including potential health risks and impact on the
environment, alleged secrecy around the chemicals used, inadequate testing of fraccing
chemicals, and the recovery and disposal of fraccing fluids after they are pumped into a gas
well.

Of particular concern was the perceived lack of regulation of fraccing operations. The NSW
Farmers’ Association commented that ‘the current regulatory provisions pertaining to fraccing
are both inadequate and incapable of being effectively policed given the inadequate levels of

enforcement staff across the state’.”™

Mr Christopher Lalor, Acting Manager, Strategic Planning, Camden Council reported that
members of his community believe there isn’t enough information or knowledge about the
fraccing process. He said that ‘this has generated a great deal of concern within our local

community and there needs to be more certainty’.””
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Mr Mike Moraza, Group General Manager, Upstream Gas, AGL Energy Ltd, Evidence,
17 November 2011, p 65.

Mr Moraza, Evidence, 17 November 2011, p 65.
Submission 406, Dart Energy, p 5.

Submission 560, Eastern Star Gas, p 7.

Mr Moraza, Evidence, 17 November 2011, p 65.

Mr James Baulderstone, Vice President, Eastern Australia, Santos, Evidence, 17 November 2011,
p 1L

Submission 335, NSW Farmers’ Association, p 17.

Mr Christopher Lalor, Acting Manager, Strategic Planning, Camden Council, Evidence,
9 December 2011, p 8.
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5.16

5.17

5.18

5.19

5.20

5.21

Other Inquiry participants questioned why fraccing is used in Australia. In reference to the
banning of fraccing in Canada and France, Ms Judi Sheedy, a Gunnedah representative of the
NSW Farmers’ Association, asked: “Why would New South Wales and Australia welcome it
when two other countries where this technique has been discovered to have significant
environmental impacts do not want to use it?”"

Transparency around the composition of fraccing fluids

As noted previously fraccing fluids comprise sand, water and other additives which are
generally chemical in nature. The exact composition of fraccing fluids, including chemicals,
will vary depending on the well. According to Dr Stuart Khan, Senior Lecturer, Water
Research Centre, University of New South Wales, specific information about these chemicals
is often difficult to obtain: ‘Much of the information regarding the identity and concentration
of chemicals used in fraccing fluids is considered by the industry to be proprietary and
therefore confidential’.’”

In its submission, the Scenic Hills Association described its frustration in trying to obtain
information from AGL Energy regarding the chemicals it is using in its fraccing fluids. The
Association criticised AGL for being ‘...both secretive and probably disingenuous about its

: 308
use of chemicals’.

Although coal seam gas operators may detail general information on Material Safety Data
Sheets (MSDS), the National Toxics Network considered this largely inadequate:

MSDS are a limited source of information on chemical hazards as they often provide
only rudimentary human health data and little, if any, information on the
environmental fate of the chemical or its effects on the environment and
ecosystems.30?

The lack of comprehensive information and resulting conjecture has contributed to the
considerable angst and fear amongst the public. In providing evidence, Mr Neal described
how the lack of information on chemicals can lead to fear and suspicion: “We are not being

told for a reason’.”"’

The NSW Farmers’ Association is also concerned about the impact this lack of information
has on its members involved in food production who are required to disclose any chemicals
their livestock may come into contact with. To improve transparency, NSW Farmers
recommended that a public register be established that detailed current fraccing sites, and the
chemicals and quantities involved in each site.”"'
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Ms Judi Sheedy, Executive Councillor and Chair of Gunnedah District Council, NSW Farmers’
Association (Boggabri, Gunnedah, Pottinger District Councils), Evidence, 16 November 2011,
p 39.

Submission 330, Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of New
South Wales, pp 5-6.

Submission 648, Scenic Hills Association, p 41.

Submission 202, National Toxics Network, p 11.

Mr Pat Neal, Member, NSW Farmers Dairy Committee, Evidence, 31 October 2011, p 16.
Submission 335, p 17.
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In response to the claims of secrecy and concealment, the coal seam gas industry countered
that there is publicly available information on chemicals: ‘Contents of fluids used in fracture
stimulation are not secret and can be found on the APPEA website’.”'? The website details 45
chemicals that have been used in Australia in hydraulic fracturing fluids but notes that fraccing
fluid mixes do vaty, according to the nature of the task.’"

The Committee did not receive evidence that addressed the exact composition of fraccing
fluids and the Committee received broad information only on the quantities and names of
chemicals used. The coal seam gas companies that did provide information said that only
small quantities of chemicals, in proportion to the total fraccing fluid, are used.

Metgasco reported that its approach is to minimise the use of chemicals wherever possible but
when chemicals are required the concentrations used ‘... are very low, total additives typically
less than two percent’.”* AGL Energy also submitted that it only uses ‘small amounts™" of
additives as did Santos who commented that ‘about one percent of a range of chemicals in
% are used in its fracturing process.

However, while the coal seam gas operators insist that the percentage of chemicals present in
the overall composition of the fraccing fluid is small, one to two percent of additive can still
translate to a large amount. In evidence, Ms Marylou Potts estimated on the basis of AGL’s
environmental assessment that between 285,000 and 528,000 litres of fraccing chemicals have
been used in petroleum leases Nos 1, 2 and 4.”"

Potential impacts of chemicals used in fraccing fluids

A prevalent fear among many Inquiry participants related to the potential risks that chemicals
contained in fraccing fluids could pose to humans, livestock and native flora and fauna.
Concerns were also raised that the chemicals injected into a coal seam during the fraccing and
drilling processes might make their way from the groundwater into the food chain. Mr Patrick
Neal of the NSW Farmers’ Dairy Committee noted his concerns :

There is simply no way for us to be confident that pollutants going to and from the

coal seam will not make their way into the water and in turn into our livestock and the

The use of the group of chemicals referred to as BTEX (benzene, toluene, ethyl benzene and
xylenes) has been particularly controversial given that is has been linked to serious health

APPEA, Chemicals & Compounds wused in CSG Fraccing, 1 November 2010, accessed 11
April 2012, <www.appea.com.au/images/stoties/Policy_CSG/fraccing%o
20chems%0201list%020jan%202012.pdf>

Submission 344, AGL Energy Limited, p 8.

Ms Marylou Potts, Evidence, 9 December, p 77.
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minute, diluted quantities
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food chain.318
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5.28

5.29

5.30

5.31

5.32

5.33

The National Toxics Network described the possible effects of exposure to BTEX chemicals:

...in the short term causing skin irritation, central nervous system problems and
effects on the respiratory system. Prolonged exposure ...can also negatively affect the
functioning of the kidneys, liver and blood system. Long-term exposure to high levels
of benzene in the air can lead to leukemia and cancers of the blood.31?

In presenting evidence, Dr Mariann Lloyd-Smith, Senior Adviser, National Toxics Network,
expressed her view that the chemicals used by the coal seam gas industry are highly toxic and

include “... carcinogens, reproductive toxins, endocrine disrupters and sensitisers’.””’

Dr Helen Redmond, representing Doctors for the Environment, stated in evidence that the
effects on human health from chemicals used in fraccing may be immediate and include
‘headache, dizziness and nausea’ but the long term effects may be far more serious and include
‘...hormonal system disruption, fertility and reproductive effects and the development of

In an attempt to allay the community concerns regarding fraccing chemicals, coal seam gas
operators noted that fraccing chemicals are commonly used within the general community.
For instance Santos submitted that:

The chemicals are not specific to the coal seam gas industry and have many common
uses such as in swimming pools, toothpaste, baked goods, ice cream, food additives,
detergents and soap.322

Santos also suggested that these chemicals are used in minute quantities during the fraccing
process, representing about one percent of the total fraccing fluid.”® The NSW Government
also noted that: “These chemicals appear in varying concentrations in many every day products

used by the community’.”**

The National Toxics Network, however, believe that to promote the view that fraccing
chemicals are harmless is misleading as many of these chemicals ...would never be permitted
as food additives or household products due to their toxicity’.”” The Doctors for the
Environment also refuted the inferred safety of these chemicals even though some may be
present in household products: ‘Just because we may have hair bleach or antifreeze in the

cupboard does not mean it is safe to drink it in our coffee’.
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Submission 202, National Toxics Network, p 10.

Dr Mariann Lloyd-Smith, Senior Adviser, National Toxics Network, Evidence, 21 September 2011,
p 10.

Dr Helen Redmond, Doctors for the Environment Australia Inc, Evidence 17 November 2011,

p 52.

Submission 337, p 34.
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Testing of fraccing chemicals

The lack of appropriate testing of fraccing chemicals was also a concern raised by Inquiry
participants. The National Toxics Network reported that the chemicals used by the industry
are either not tested for the purpose they are being used for, or not tested at all:

NTN’s scientific literature review of chemicals used by the CSG industry found that
only 2 out of the 23 most commonly used fracking chemicals in Australia (that we
could ascertain) have been assessed by NICNAS, the federal regulator of industrial
chemicals. Of the 2 assessed chemicals, neither has been specifically assessed for its
use in CSG mining activities.??”

In addition, it was claimed that there is inadequate testing done to determine the impact of
mixing chemicals in fraccing fluids. The Doctors for the Environment Australia Inc
submitted: ‘It should also be noted that with any chemical mixture it is not only the effects of
each chemical which may be problematic, but also the potential for multiple unpredictable

chemical combinations’.**®

NSW Farmers was also disturbed by the inadequacy of chemical testing processes and
recommended the moratorium on fraccing remain in place until all fraccing chemicals “...have

been tested by the national regulator (NICNAS), including simulated in-situ testing’.’”’

The report by the Senate’s Rural Affairs and Transport References Committee received
evidence from the National Industrial Chemicals Notification and Assessment Scheme
(NICNAS) that supported the view that very few chemicals used in fraccing have been tested.
Further the Senate Report recommended that the Commonwealth Government provide
adequate funding to allow NICNAS to conduct ‘a comprehensive review of the chemicals
used in fraccing, having particular regard to the quantities, combinations of chemicals and the
way in which these chemicals are used to confirm safe levels for their use’.”” The Senate
Committee recommended that this review be completed within two years.

Recovery of fraccing fluids

Following fraccing, a proportion of the fraccing fluid will flow back up to the surface for
recovery and disposal. In addition to the fraccing chemicals, the flowback may contain
naturally-occurring toxic substances that have been mobilised by the fraccing process. The
National Toxics Network advised:

As well as the original fluid used for fracturing, flowback may also contain other
fluids, chemicals and minerals that were present in the fractured formation such as
heavy metals and hydrocarbons. Toxic substances like lead, arsenic, barium,
chromium, uranium, radium, radon and benzene can be mobilized by drilling and
fraccing activities, rendering flowback fluids hazardous.!
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Submission 202, National Toxics Network Inc., p 4.
Submission 412, p 14.
Submission 335, p 17.

Senate Rural Affairs and Transport References Committee, Management of the Murray Darling Basin —
Interim report, pp 34-35.

Submission 202, p 13.
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5.39

5.40

5.41

5.42

5.43

5.44

5.45

Several inquiry participants raised concerns regarding the toxicity of the flowback, and the
eventual fate of chemicals and toxins. Wollongong City Council posed the question: ‘Is
enough known about the ultimate fate of chemicals used in hydraulic fracturing?”*

The Committee received opposing views on this question. The coal seam gas operators
claimed that they are very successful in retrieving and disposing of chemicals. Santos assured
the Committee that it recovers the vast majority of fraccing fluid °...including chemicals, to

ensure it does not impede the gas flow’.””’

Metgasco did not comment on the recovery of fraccing fluids, given that it is not using
hydraulic fracturing.” However, in relation to the recovery of drilling fluids, Mr O’Brien,
Chief Operations Officer, advised: “You recover all your drilling fluids plus the water from the

well...One hundred percent’.’”

The National Toxics Network however believe that a significant volume of fraccing fluids is
left in the coal seam:

...Queensland regulators identified that in one CSG operation, approximately
18,500kg of additives were to be injected during the hydraulic fracturing process in
each well, with only 60% of these recovered and up to 40% of the hydraulic fracturing
fluid remaining in the formation, corresponding to 7,400kg of chemicals per injection
per well. 33

Dr Redmond also believes that a significant portion of fraccing fluid is unrecoverable,
claiming that ‘only between 15 and 80 per cent of the hydraulic fracturing liquids that are

forced down into the coal seam come back up’.*”’

The Senate’s Rural Affairs and Transport References Committee received evidence from the
CSIRO that ‘...most of the water and added chemicals used in the fraccing process is
immediately pumped out of the well. However, fraccing can involve a very large volume of
water — from 100 to 10,000 cubic metres. Thus a residue of even one per cent is still a

. . 3
significant volume’. >

According to Dr Khan ‘there is no viable means of accounting for every molecule of
chemicals that are injected into an aquifer’.” Dr Khan also submitted that it is difficult to

determine what will happen to those chemicals that are unrecoverable:

The fate of unrecovered chemicals will be dependent upon their physical and chemical
properties, but may include adsorption to solid materials, oxidation/reduction
reactions, and aerobic or anaerobic biodegradation. Such processes will be both
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Submission 901, Wollongong City Council, p 5.

Submission 337, p 34.

Mr Michael O’Brien, Chief Operations Officer, Metgasco, Evidence, 9 December 2011, p 42.
Mr O’Brien, Evidence, 9 December 2011, p 42.

Submission 202, p13.

Dr Redmond, Evidence, 17 November 2011, p 58.

Senate Rural Affairs and Transport References Committee, Management of the Murray Darling Basin —
Interim report, p 6.

Dr Khan, Evidence, 9 December 2011, p 29.
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chemical and aquifer specific. However, insufficient information is currently available
to provide accurate predictions of chemical fate in most circumstances.3*

The Committee received very little evidence on the disposal of fraccing fluids, including
chemicals that may be present. Metgasco submitted that all of the chemicals it uses ‘are

removed from Metgasco operations and placed in approved industrial waste disposal sites”.”"'

In relation to the storage of fraccing fluids prior to disposal, the Senate Report recommended
that coal seam gas companies be required to keep fraccing fluids ‘... isolated in separate
storages...”.>*

Committee comment

The Committee acknowledges the concerns of the community in relation to fraccing,
particularly the concerns about the potential impacts on health, farming and water systems.
However, much of this concern may be unjustified, given the view of Geoscience Australia
(see paragraph 5.50), and before any moves to lift the current ban on fraccing, the Committee
calls on the Government to ensure that a stringent regulatory framework is in place.

Measures to address concerns around the disclosure and testing of fraccing chemicals are
considered in the next section.

Measures to improve the safety of fraccing

5.50

5.51

On the question of whether fraccing is safe, advice from Geoscience Australia concludes that
fraccing poses a ‘low’ risk to aquifers and groundwater, and that the industry has tools to
manage any risks to water resources:

...we consider that the potential risks posed by fraccing are low...While the potential
for fraccing activities to impact on the structural integrity of other aquifers and
aquitards, and on existing groundwater flow processes, can never be completed
eliminated, the competent application of industry standard techniques, technologies,
and monitoring/mitigation measures by each proponent are considered appropriate
for minimising the risk. 343

Measures are gradually being put in place by the New South Wales Government to further
mitigate any risk and address community concerns. Following the State election in March
2011, the Government announced ‘tough new conditions for coal seam gas’ which included a
moratorium on fraccing. In December 2011, the Government extended the moratorium until
April 2012, pending the completion of an independent review of fraccing standards and

340
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Submission 330, p 5.

Submission 287, p 16.

Senate Rural Affairs and Transport References Committee, Management of the Murray Darling Basin —
Interim report, p 33.

Habermehl MA and Geoscience Australia, Summary of advice in relation to the potential impacts of coal seam
gas extraction in the Surat and Bowen Basins, Queensland: For Australian Government Department of
Sustainability, Environment, Water, Population and Communities, 29 Sept 2010, pp 4-5.
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5.53

5.54

development of technical guidelines.”* More recently, the Government announced that

fraccing would not occur in New South Wales until it has considered the findings of the
independent review.”"

Originally, the moratorium on fraccing did not apply to existing licences and coal seam gas
operators with previous approvals could continue fraccing. Mr Brad Mullard, Executive
Director, Mineral Resources and Energy, Department of Trade and Investment, Regional
Infrastructure and Services, gave his assurance to the Committee that ...no fraccing
operations have been undertaken...since the ban came into place’.’** Mr Mullard said that he
was aware of this because the Department had ‘contacted the companies and they had advised

us they have not undertaken fraccing’.’*’

As part of its ‘tough new conditions for coal seam gas’, the Government implemented a ban
on the use of BTEX chemicals as additives, noting: ‘...the community expressed a number of
concerns and we’ve listened’.”* More recently, the New South Wales Government announced
a number of draft policies under its Strategic Regional Land Use Policy which include
measures to address community concerns about the lack of transparency surrounding the
composition of fraccing chemicals. Under the Draft Code of Practice for Coal Seam Gas
Exploration, the Government has included the requirement that explorers undertaking fraccing
must inform the landholder of what fraccing additives will be used. In addition, all additives
used must be certified as BTEX free.”” The Draft NSW Aguifer Interference Policy — Stage 1
specifies that the use of chemicals in the process of hydraulic fraccing will be regulated under
the Petrolenm (Onshore) Act 1991 and the Environment Planning and Assessment Act 1979.°> The
draft documents will be finalised following the consultation period which concludes in early
May 2012.

The Draft Code also states that explorers should place details of additives used in fraccing on
the Government’s website and their company website, however this has not been mandated
and the process for ensuring this occurs has not been prescribed as yet. The Government has
also committed to assess and consider the potential impacts of proposed fraccing additives as
part of its environmental assessment of proposed coal seam gas developments.” The Draft
Code also specifies that access arrangements between the landholder and the coal seam gas
operator must include details of all chemicals being brought onto or stored on the land.”
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Hon Chris Hartcher MP, Minister for Resources and Energy, NSW Government Extends Fraccing
Moratorium’, Media Release, 2 December 2011.

NSW Government, Strategic Regional Land Use Policy Delivery: Frequently Asked Questions, March 2012,
po.

Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department of Trade and
Investment, Regional Infrastructure and Services, Evidence, 12 December 2011, p 16.

Mr Mullard, Evidence, 12 December 2011, p 16.

Hon C Hartcher MP, Minister for Resources and Energy, Special Minister of State, Minister for the
Central Coast, NSW Government has listened and acted: Tough new conditions for coal and coal
seam gas’, Media Release, 21 July 2011.

NSW Government , Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 6.
NSW Government, Draft NSW Aquifer Interference Policy — Stage 1, p 2.

NSW Government , Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 6.
NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 9.
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In relation to whether fraccing will continue to be used by the industry in New South Wales,
the Government has stated that it is ‘proceeding with caution and making sure the proper
frameworks are in place...”.”’ The Government advised that it has set a high benchmark with
its aim of *...working to ensure we have the world’s best practice in ... fraccing standards’.***
If the moratorium is eventually lifted, the Draft Code of Practice for Coal Seam Gas Exploration
notes that access arrangements agreed between the landholder and the coal seam gas operator
must include detail of any drilling and stimulation methods the explorer intends to use.’” The
Code also places the onus on explorers to protect water resources from any risks posed by

fraccing, stating that:

Proponents who intend to conduct fraccing must be able to demonstrate that their
activities won’t result in connectivity between near surface aquifers and targeted coal
seam gas water bearing zones and compaction.’%

Further to this, the Draft NSW Aquifer Interference Policy notes that hydraulic fracturing will
require an aquifer interference approval.”>” Approval will not be granted if ‘hydraulic fracturing
activities will cause more than minimal harm to the aquifer or its dependent ecosystems, or
will modify the existing hydraulic connection between aquifers’.”” As mentioned previously,
the requirements for obtaining aquifer interference approvals will be dealt with in stage two of
the Policy, which is still under development.

Committee comment

The Committee believes that greater disclosure of information, particularly in relation to the
chemicals used during fraccing, as well as testing of these chemicals, could alleviate some of
the community anxiety around fraccing. The Committee therefore welcomes the new
standards for access agreements, which require full disclosure to landholders of fraccing
chemicals to be used, along with the proposed drilling and stimulation methods.

The Committee supports the Government’s decision to continue the current ban on fraccing
until the findings of the independent review of fraccing standards have been considered.
However, the Committee believes that it would be premature to lift the current ban before the
chemicals used in fraccing fluids are subject to stringent testing, which should be based on
their toxicity and intended use, according to international standards. The Committee
recommends that the current ban on fraccing remain in place until NICNAS concludes its
assessment of fraccing chemicals and the NSW Government considers any findings of this
assessment.
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Moratorium’, Media Release, 2 December 2011.
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Moratorium’, Media Release, 2 December 2011.
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Recommendation 9

That the NSW Government continue the current ban on fraccing until the National
Industrial Chemicals Notification and Assessment Scheme assesses fraccing chemicals for
their intended use and toxicity according to international standards, and the NSW
Government considers any findings of this assessment.

5.59 The Committee is also concerned about the storage of fraccing fluids, should the current ban
on fraccing be lifted. Fraccing fluids contain a number of potentially dangerous chemicals that
could contaminate ground and surface water systems. Similarly to Recommendation 8 in
relation to produced water, the Committee recommends that the Government ban open
storage of fraccing fluids to decrease the risk of accidental leakage or spills of fraccing fluids.
The Government must also act to ensure the safe storage of fraccing fluids.

Recommendation 10

That the NSW Government ban the open storage of fraccing fluids, and require coal seam
gas companies to store fraccing fluids securely prior to treatment and disposal.
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Chapter 6  Other environmental issues

In addition to the industry’s potential impact on water resources, Inquiry participants suggested that
coal seam gas activities have the potential to generate a number of other environmental impacts. These
include effects on travelling stock routes, the heightened risk of subsidence, reduced air quality and
increased bushfire risk. Inquiry participants said that coal seam gas companies must be held
accountable for remediation in the event that these potential environmental impacts, as well as potential
impacts on water resources, do emerge. In addition to these concerns, this Chapter also examines
Inquiry participants’ concerns about the adequacy of the approvals process, including the suggestion
that the environmental assessments conducted to date have been of poor quality, and that the
assessments by environmental consultants have been influenced by the fact that they are paid by the
coal seam gas companies.

Potential environmental impacts

6.1 The potential impact on water resources is clearly the environmental issue of most pressing
concern to community members. However, the coal seam gas industry also has the potential
to lead to various other environmental impacts as discussed below.

Travelling stock routes and Crown lands

6.2 There is already a degree of coal seam gas activity occurring on Crown land. According to the
Nature Conservation Council of NSW and submission co-authors, current exploration and
production licenses currently cover 1.3 million hectares of State forests, State conservation
areas and travelling stock reserves.””

6.3 Travelling stock routes are Crown lands managed in trust on behalf of the Minister for
Primary Industries.’® In New South Wales there are approximately 600,000 hectares of Crown
lands classified as travelling stock routes. Originally, the primary purpose of travelling stock
routes was to move stock to other locations, such as sales yards or other pastures, and to allow
for stationary grazing.”” Although stock movement has diminished somewhat, travelling stock
routes are still used for emergency refuge during floods and drought, as well as some local
agistment.’” In addition to the use of travelling stock routes for primary industry, they are
increasingly being used for public recreation purposes including cycling, horseriding, fishing,
camping, swimming, picnicking, running and other exercise activities.**

359 Submission 407, Nature Conservation Council of NSW, Northern Inland Council for the
Environment, North Coast Environment Council and Armidale Action on Coal Seam Gas, p 15.

360 Submission 642, NSW Government, p 30.

361 Submission 271, Livestock Health and Pest Authorities, p 2.

362 Submission 271, p 2.

363 Department of Lands, The future of travelling stock reserves, October 2008, p 1.

304 Rural Lands Protection Act 1998, Rural Lands Protection Regulation 2010, Pt 4, s 29.

Report - May 2012 77



LEGISLATIVE COUNCIL

Inquiry into coal seam gas

6.4

6.5

6.6

6.7

As the NSW Government suggested in its submission, travelling stock routes have been
suggested as a location for coal seam gas infrastructure (such as wells and pipelines) as a
strategy to minimise land use conflict within the community.’”

The Committee received several submissions from Inquiry participants dismayed at the
ongoing and proposed use of Crown lands for coal seam gas activities. For example, the
National Parks Association of NSW submitted that:

CSG mining and infrastructure represents a major threat to the conservation of
natural areas on Crown land, State forests and T'SRs in the State of NSW:

1. It leads to extensive clearing and fragmentation of native bushland and
threatened species habitat and increases the risk of catastrophic bushfires —
severe impacts which cannot be mitigated.

2. It transforms major vegetation remnants, refuges and corridors into industrial
zones and severely fragmented remnants which will be unable to support
their previous biodiversity.

3. It represents a major threat to wetland systems, even distant ones that are
hydrologically connected.36¢

Particular concerns were expressed that using travelling stock routes for coal seam gas
development would have a negative impact on the environment, farmers and indigenous
people. For example, because they are largely untouched by development, travelling stock
routes are considered to be biodiversity hotspots. The Wilderness Society NSW commented
that they ...provide essential corridors for wildlife migration...”’" The National Parks
Association of NSW noted that: “The mature, hollow-bearing trees found along TSRs have
been shown to provide vital habitat, nesting sites and protection for a range of birds, arboreal
mammals and bats’.’*® In relation to the construction of pipelines for transporting coal seam
gas, the National Parks Association of NSW argued that construction corridors could °...result

in the complete destruction of mature remnant vegetation of some of the narrower TSRs”.*

In relation to potential disruption to farming activities, the Livestock Management Council
observed that:

Stock and gas rigs generally do not mix, with animals often being ‘spooked’ by
activities involving motor vehicle and machinery operations. Despite mining
companies providing assurances that stock access to affected areas would be
guaranteed, this is a flawed assurance because of the stress often placed on stock in
such environments.?7
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The NSW Farmers’ Association shared these concerns and noted the important function
travelling stock routes ‘continue to serve as a drought management tool’.’” NSW Farmers
recommended that the Petrolenns (Onshore) Act 1991 (the Act) be amended to prohibit the issue
of licenses over travelling stock reserves.’”

Mr Warren Mundine, Chief Executive Officer, Native Title Services Corp, voiced his concerns
that coal seam gas development, such as a pipeline on a travelling stock route, would impinge
on the native title rights and cultural interests of Aboriginal people.”’Mr Craig Trindall,
representing the Gomeroi people, was also apprehensive that coal seam gas activities may
‘result in impeding our access to what is termed as Crown lands, including travelling stock

routes and State forests’.””*

In its submission the Government recognised the importance of carefully considering the use
of travelling stock routes for coal seam gas industry infrastructure:

TSRs are normally in the vicinity of prime agricultural land, can have high biodiversity,
conservation and/or Aboriginal cultural values and are in regular use. Due to this wide
range of users and potential values associated with TSRs, careful consideration will be
needed if the NSW Government is to consider including TSRs in its analysis of
options for the use of Crown land, for pipeline routes and the establishment of energy
and transport corridors.37>

The Government also acknowledged that Commonwealth Native Title and NSW Aboriginal
Land Rights issues must also be part of the planning process for any proposed coal seam gas
activity.”

The Government reported that Forests NSW has developed ‘...a policy, accompanied by ...a
comprehensive legal document, to protect Forests NSW interests where a mining company
(licensee) is granted the rights for mineral and coal seam gas exploration over State Forests
land’.””” Further, Forests NSW imposes permit conditions on coal seam gas exploration
companies to minimise environmental impacts including contamination, pollution, and fire
risk.”™.

371

372

374

375

376

377

378
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Mr Warren Mundine, Chief Executive Officer, Native Title Services Group, Evidence,
12 December 2011, p 41.
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6.13

6.14

6.15

6.16

6.17

6.18

Subsidence

Particular concerns were raised about the potential for coal seam gas activities to result in
subsidence. According to the National Water Commission, land subsidence is a potential risk
to sustainable water management and has the potential to affect surface water systems,
ecosystems, irrigation and grazing lands.””

Many farmers, in particular those around the Liverpool Plains, raised concerns about the
potential for surface subsidence and erosion due to coal seam gas wells and associated
infrastructure, including pipelines. Mrs Penny Blatchford pointed to the ‘unique soil types’ of
the Liverpool Plains and the potential for ‘...erosion, soil subsidence, soil movement,
increased compaction...”.”*

Similar concerns were raised by Ms Rosemary Nankivell, Chair, Coal Seam Gas Committee,
Caroona Coal Action Group:

Farmers have been here for many generations and have learnt to work with the fertile,
self-mulching black soils ...Infrastructure has to be placed carefully on these moving
soils. Pipelines, sump ponds, well heads, compressor stations, all-weather roads, waste
water facilities and overhead power lines will not only interfere with farming practices
but also lead to erosion and interference with surface water flows.38!

The NSW Farmers’ Association advised that the installation of pipelines is a cause for
concern, particularly on black soil plains that are prone to movement.”> Mr Doug Cush
described how pipelines contribute to erosion and are incompatible with the ‘soft black
alluvial soil, highly erodible’ in the Liverpool Plains.™’

In support of this concern, the Committee heard evidence from Mrs Joy Beames of the
Country Women’s Association, who tabled a number of photographs showing erosion on her
property caused by a pipeline that transports conventional gas.”

Fears were also raised that below-ground coal seam gas activities could lead to surface
subsidence. This view was supported by Geoscience Australia, which found that as a result of
coal seam gas activities, ‘there is a likelihood of subsurface subsidence, and that this could

result in surface subsidence’.*®
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In addition, Inquiry participants suggested that fraccing could heighten the risk of subsidence,
or indeed trigger seismic activity such as earthquakes. For example, some people referred to
media reports of seismic activity in areas adjacent to coal seam gas exploration in the United
Kingdom.”™ On this issue, Stop Coal Seam Gas Illawarra submitted: “There is a real risk that
CSG extraction operations and especially the effects of hydraulic fracturing and other coal

seam stimulation techniques will cause subsidence or other seismic events’.*¥

When questioned by the Committee on the potential of earthquakes as a result of coal seam
gas activities, Mr Ross Naumann, a drilling expert, considered the risk as very low: I am not

sure that we are really considering earthquakes as a serious threat in Australia’.”*®

Air quality

Several Inquiry participants raised concerns about the potentially deleterious impact of coal
seam gas activity on air quality, in particular due to the release of methane. For example,
Mr Dean Draper, a resident of the Northern Rivers region, gave anecdotal evidence of air
quality impacts:

There are several gas mines in my area with constant flaring. When I stand on the
road and view the wells I get dizzy and quickly feel unwell. The effects last for several
hours after leaving the area. There are houses located very close to some of the wells,
the people that live there report headaches, sickness and other illnesses since the wells
went in.38

Doctors for the Environment advised that ‘volatile compounds’ could be released during the
drilling of coal seam gas wells, during the process of separating methane from other gases, and
when compressors and other equipment are in use.

Dr Mariann Lloyd-Smith, Senior Adviser, National Toxics Network, explained the possible
impacts of chemicals used in coal seam gas operations making their way into our air:

Many of the chemicals involved are volatile and semi-volatile. There has been little air
monitoring in Australia, yet the work we are seeing in overseas situations has detected
anything up to 22 or 23 hazardous chemicals at levels of three to 3,000 times the
health standards. When we look at the fields even here, we note that there is a
considerable amount of flaring underway. There is also significant scientific
uncertainty. Yes, we know that methane may be released and carbon dioxide may be
released, but at least another 250 serious toxins can also be released by flaring, and
there is very little work done on that. Despite this, we have had farmers already
complaining about noxious emissions from the agri-gas productions and complaining
of respiratory problems and burning eyes.3%!
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6.25

6.26

6.27

6.28

6.29

6.30

Other Inquiry participants also observed that there was little monitoring of the impacts on air
quality. On this issue, the Environmental Defender’s Office remarked that ‘... we understand

monitoring and research on air quality regarding CSG has been limited to date’.””

As part of the delivery of the Strategic Regional Land Use Policy, the Government
subsequently announced that it is ‘establishing an air quality monitoring network in the New
England North West region, similar to the network recently completed in the Upper Hunter
> 393

Region’.

Bushfires

A serious environmental concern to emerge from the coal seam gas debate relates to the
incidence and management of bushfires in areas where coal seam gas infrastructure, such as
wells, are in place. The National Parks Association of NSW argued that coal seam gas
development in the Pilliga Forest will lead to a dramatic increase in fire risk, as a result of a
proliferation of ignition sources and the presence of methane gas.”*

Also in relation to the Pilliga Forest, Mr Milton Judd, representing Friends of the Pilliga, noted
his concerns that gas wells could provide an effective conductor for lightning strikes, from
which most of the bush fires in the Pilliga Forest are started.”” Mr Judd explained:

A lightening strike travels at tremendous speed, anywhere between 120 and 140
kilometers an hour. It has five million joules of energy and 30,000 degtrees centigrade
temperature... If that hit one of these well heads — and if there are over 1,100 well
heads in the Pilliga — we are going to have a really bad fire as far as I am concerned.?¢

Mr Judd was not, however, aware of a specific incident of a well being struck by lightning. Mr
Judd also voiced his concerns about the flare on gas wells and the possibility that it could
ignite debris in high winds.””

The concerns about the bushfire risk posed by coal seam gas infrastructure were shared by
Mr Richard Deem, who is Deputy Captain of the Wiangaree Rural Fire Service Brigade.
Mr Deem referred to the alleged incidence of leaks at the Bently coal seam gas development,
and the potential for the wells to be an ignition source for bush fires.””

The Committee sought the views of the NSW Rural Fire Service on the fire-related risks of
coal seam gas development. Mr Shane Fitzsimmons, Commissioner, NSW Rural Fire Service

advised that the NSW Rural Fire Service and Fire and Rescue New South Wales had had
discussions with representatives of AGL Energy to ‘determine the risks and impacts of this
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industry on fire fighting operations across the state’.’” Following this meeting,

Mr Fitzsimmons was able to report that “...both fire services have determined that the risk to
fire fighting operations is considered minimal’.*"

Committee comment

These potential environmental impacts of coal seam gas activities are obviously of great
concern to Inquiry participants. Given the conflicting evidence, it is particularly important to
have strong remediation requirements if these impacts do eventuate, and to have a rigorous
approvals process in place to assess the potential environmental impacts of coal seam gas. The
remainder of this Chapter considers the requirements for remediation, the approvals process
and the adequacy of environmental assessments conducted to date.

Remediation

6.32

6.33

Numerous Inquiry participants insisted that coal seam gas companies must be accountable for
remediating any environmental impacts of coal seam gas activities. They questioned whether
the security deposits intended to cover the potential impacts of coal seam gas activities are set
high enough, and whether they are held for long enough. Several Inquiry participants
suggested a range of mechanisms for ensuring that coal seam gas companies pay the full costs
of any remediation, such as by changing the requirements around security deposits.

Security deposits

Coal seam gas companies are required to lodge up-front security deposits to cover the
potential long-term impacts of certain exploration or production activities, such as drilling a
well or producing coal seam gas for commercial purposes. A security deposit is a bank
guarantee or sum of money held by the NSW Government to cover the costs of remediation
works for unforeseen impacts.*”' These deposits are returned to the coal seam gas company
once an activity has ceased and an area has been adequately remediated. The NSW
Government’s Draft Code of Practice for Coal Seam Gas Exploration describes the requirement to
pay a security deposit as follows:

Explorers must lodge a substantial security deposit with Resources and Energy to
ensure all the obligations imposed on the explorer by the conditions of the
exploration licence are met. In the event that the explorer cannot rehabilitate the land
disturbed by the exploration activity, the Government may call on this security to
carry out the rehabilitation. 402
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Cotrespondence from Mr Fitzsimmons to Chair, 19 December 2011.
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Security deposits are required when coal seam gas companies make an application to conduct
a specific activity as permitted under the conditions of their licence. Mr Mullard advised that
there is a variable scale of deposits, and that the amount required to be paid is tailored to the
type of activity proposed, with more extensive activity requiring a higher security deposit to be
paid.*”

In relation to the amount paid in security deposits, the NSW Government advised that is
‘reviewing the security bonds currently held by the NSW Government to guarantee there are
enough funds to rehabilitate any potential damage to land’.*"*

A number of Inquiry participants questioned whether the amounts paid in security deposits
are adequate. They were concerned that the deposit paid may not be proportionate to the level
of potential harm involved in the activity being undertaken. In particular, stakeholders such as
the NSW Farmers’ Association are concerned that security bonds are insufficient to
compensate for permanent damage to underground water supplies."” This point was
supported by Ms Marylou Potts, a legal practitioner experienced in dealing with coal seam gas
issues, who said that ‘generally securities for exploration licences are for no more than
$10,000. That does not go very far when you are trying to repair an aquifer, for example. It

does not go anywhere’.*"

Inquiry participants are also concerned that the amount of money paid in security deposits
does not provide a deterrent for explorers not to breach their licence obligations.
For example, United Myall Residents Against Gas Extraction advised that: ‘Current practices
(eg Pangaea in PEL476 has a $20,000 bond to cover the whole of its exploration activities) are

akin to slapping the mining companies with a feather for breaches of their obligations’.‘m7

When questioned on the amount of money that it has paid in security deposits, AGL Energy
advised that it had lodged a bank guarantee of $5.2 million to support its rehabilitation
obligations in respect of six Petroleum Exploration Licences.*”

Mr Andrew Gregson, Chief Executive Officer, NSW Irrigators’ Council, argued that security
deposits must be held for long enough to cover potential long-term impacts that may appear
decades after the activity has taken place:

We do not advocate that a bond should be given back two or three years after the
conclusion. If the extent of the potential impacts is 20, 30 or 50 years away, that is
where the bond risk matrix process has to continue to at the very least.4”
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Submission 45a, United Myall Residents Against Gas Extraction, p 5.
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The Committee also received comment on this issue from Associate Professor Willem
Vervoort and Dr Floris van Ogtrop of the Hydrology Research Laboratory at The University
of Sydney. They recommended that coal seam gas companies be required to pay ‘high value
(in dollar terms) and long term (50 years minimum)’ security deposits, which would be
refunded if long-term monitoring showed that there were no ill-effects of coal seam gas
activities."'’

In response to questioning on the amount it holds in security deposits, the NSW Government
advised that it holds $1.32 billion in security deposits for the rehabilitation of exploration and
mining titles, of which $12.8 million is held against petroleum titles. The NSW Government
observed that the $12.8 million ‘... reflects the limited scale of activity associated with coal

seam gas exploration and development in NSW to date’. !

The NSW Government did not provide details on how many years security deposits may be
held for, but indicated that ‘securities are held until the Government is satisfied that any
outstanding rehabilitation liabilities have been fulfilled’.*

Rehabilitation obligations

Mr James Cameron, Chief Executive Officer, National Water Commission, said that he
supports the ‘polluter pays’ principle, under which coal seam gas companies would be held
responsible for the full cost of remediation. Mr Cameron contended that we need an
innovative approach to bonds and securities to deal with the long time-scale of over which
potential impacts may emerge:

I think it is fair to say that the management of potential and uncertain impacts over a
longer petiod of time would require a reasonable level of innovation in regulatory
systems and structures to be able to handle that sort of obligation.*!3

Many Inquiry participants, such as the NSW Irrigators’ Council, called for coal seam gas
companies to pay higher security deposits.”'* To address the risk of long-term impacts, the
Irrigators’ Council recommended that ‘at the conclusion of operations, independent
verification of potential damage that may still be occasioned ... must guide the quantum of

the security bond to be kept and the period over which it must be kept’.*”

An alternative to the payment of security bonds is for coal seam gas companies to take out
insurance policies that provide compensation for environmental damage. For example, the
NSW Farmers’ Association recommended that licence holders be required to take out
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Submission 553, Hydrology Research Laboratory, Faculty of Food, Agriculture and Natural
Resources, University of Sydney, p 1.

Answers to supplementary questions, received 6 February 2012, Mr Mark Paterson, Director
General, Department of Trade and Investment, Regional Infrastructure and Services, Question 4.
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environmental insurance in favour of landholders.”"® Alternatively, Mr Neil Dobbin, Group
Executive, Rural Banking, Rabobank, recommended that coal seam gas companies be required
to take out ‘... long-term liability insurance based on the scale of the licence... ’ to meet short
and long-term compensation needs.""”

Commenting on the issue of how to hold coal seam gas companies to account for damage that
may appear many years, or decades, into the future, the National Water Commission called for
the implementation of:

... bonds and sureties that deal with uncertainty and the timeframes associated with
potential impacts. Given that these timeframes may extend for 100 or more years,
current systems may need to be re-evaluated.*8

In addition to ensuring that coal seam gas companies pay the full costs of any remediation,
some Inquiry participants were concerned that there is no legislative obligation for companies
to rehabilitate affected areas. The NSW Farmers’ Association observed that the Petroleum
(Onshore) Act 1991 does not in itself require remediation of land, and that instead any
remediation requirements are left to the various licences and approvals granted by the
Minister.*"”

The Environmental Defender’s Office opposed rehabilitation being left to ministerial
discretion. They recommended that the Act be amended to remove ministerial discretion as to
whether to require rehabilitation, and that rehabilitation should instead be a legislative
requirement.”’ In recommending that a definition of ‘rehabilitate’ be inserted into the Act, Ms
Potts recommended that the definition require coal seam gas companies to undertake

rehabilitation to restore an affected area ‘to original or better condition’.**!

In regard to the rehabilitation requirements imposed on explorers, the NSW Government’s
Draft Code of Practice for Coal Seam Gas Exploration states that explorers are ‘required to
rehabilitate discontinued well sites to their previous state or as agreed with the landowner and

to a standard acceptable to the Government’.*?
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Committee comment

The Committee believes that a mechanism must be put in place to hold coal seam gas
companies to account for the full costs of remediating any potential environmental harm, such
as water contamination or depletion, even if such impacts emerge decades into the future.

Recommendation 11

That the NSW Government develop an effective model to ensure that coal seam gas
companies are held responsible for covering the full costs of remediating any environmental
impacts, particularly any long-term environmental damage.

The approvals process

6.51

6.52

6.53

6.54

6.55

This section outlines the development approvals process for coal seam gas activities including
the requirements for assessing the environmental impacts of exploration and production
proposals. Particular consideration is given to the adequacy of the Reviews of Environmental
Factors that are used to assess the environmental impacts of certain exploration proposals.

Development approval process and environmental assessments

The approvals process for coal seam gas activity is a complex interplay between two Acts: the
Petroleum (Onshore) Act 1991and the Environmental Planning and Assessment Act 1979. The extent
to which each Act applies depends on the size and location of a project, and whether the
proposal concerns exploration or production.

In addition, two State Environmental Planning Policies under the Environmental Planning and
Assessment Act 1979 are an integral part of the approvals process. These are the State
Environmental Planning Policy (Mining, Petroleum Production and Extractive Industries)
2007 (known as the ‘Mining SEPP’), and the State Environmental Planning Policy (State and
Regional Development) 2011 (known as the ‘State Development SEPP’).

Coal seam gas exploration requiring a Review of Environmental Factors

The Mining SEPP states that coal seam gas exploration activities involving the drilling or
operation of a set of five or fewer wells is a permissible activity without consent. This means
that when granting an exploration licence, the Mineral Resources Branch of the Department
of Trade and Investment, Regional Infrastructure and Services (DTIRIS) is responsible for
assessing the environmental aspects of the proposed exploration activity.

Under Part 5 of the Emvironmental Planning and Assessment Act 1979, DTIRIS is obliged to

‘examine and take into account to the fullest extent possible all matters affecting or likely to

affect the environment by reason of that activity’.*
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Environmental Planning and Assessment Act 1979, s 111.
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In order to do this, DTIRIS may require the petroleum title holder to prepare a Review of
Environmental Factors (REF) or an Environmental Impact Statement (EIS). In general, the
requirements for satisfying an EIS are more onerous than for an REF.

In March 2012 DTIRIS published environmental assessment guidelines for exploration,
mining and petroleum production activities subject to Part 5 of the Environmental Planning and
Assessment Act 1979. This includes the content requirements for a REF, which must include:

o description of the proposed activity
. the site or existing environment for the proposed activity

° impact assessment, including:
- physical and chemical impacts
— biological impacts
- community impacts
- natural resource impacts
- Aboriginal cultural heritage impacts
- historic cultural or natural heritage impacts
— matters of national environmental significance

.. 424
- cumulative impacts.

If, in reviewing the REF, DTIRIS considers that the impacts on the environment are likely to
be significant, then it may require the proponent to prepare an EIS. The form, content and
process for preparing an EIS are set out in the Ewmvironmental Planning and Assessment Act 1979
and associated regulations.

Several Inquiry participants contended that the REF process is inadequate to assess the
potential environmental impacts when an applicant applies for an exploration licence, and that
these impacts should instead be assessed through the preparation of an EIS. According to Ms
Flint:

We think that REFs as they are currently produced are very inadequate... REFs do
not require wildlife surveys before they are approved. They require a very low level of
work and assessment and they are completely inadequate compared to what they allow
to happen.#?

On the issue of whether REFs are an adequate means to consider the environmental impacts
of exploration licence applications, the Environmental Defender’s Office stated that: ‘the
Reviews of Environmental Factors (REFs) provided to comply with this [environmental

assessment] process are of poor quality, and often constitute a fairly generic list of impacts’.**’
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Department of Trade and Investment, Regional Infrastructure and Services, ESG2: Environmental Impact
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Further, the Office expressed concern that ‘the NSW Office of Environment and Heritage

does not have a specific role in examining REF Nl

The Committee heard that DTIRIS has the power to require an applicant for an exploration
licence to prepare an EIS, if applicant plans to conduct activities, such as drilling, in areas of
environmental significance. However, Mr John Whitehouse, Solicitor and Fellow in
Environmental Studies at Macquarie University, and expert in mining and environmental law,
said that at the time when a company is applying for an exploration licence, the company is
unlikely to know if it will need to undertake activity in areas of environmental significance.
According to Mr Whitehouse:

If you are also drilling and exploring in the areas defined as environmentally
significant — there is a list of those, wetlands and areas like that — when the
Department of Industry and Investment hands out an EL [Exploration Licence], they
have no idea whether it requires planning approval or not because that is in the hands
of the operator. So there is no cue as to whether or not they are to do an
environmental assessment under part 5 of the Act. I suspect that probably they are left
in a position that they will do nothing.4?8

The Environmental Defender’s Office also expressed concern that a company applying for an
exploration licence is only required to prepare an EIS if an REF identifies that the company’s
activities are likely to impact on areas of environmental significance. The Office’s concerns in
this regard have been heightened, given that the Office is not aware of any instance in which,
as a result of considering an REF, DTIRIS requested that an EIS be prepared.m The Office
informed the Committee that: “To our knowledge, no EIS has been required for any CSG
exploration licence, despite in most areas such as Pilliga, Putty and Wollombi, exploration is

. . . . . . . 430
occurring in sensitive environmental areas where threatened species exist’.

Coal seam gas activities as state significant development

On 1 October 2011 the State Development SEPP came into effect.”’ The State Development
SEPP sets out what coal seam gas activities will be considered to be state significant. These
include:

. all coal seam gas production

o exploration activity involving more than five wells

. exploration or production in environmentally sensitive areas, such as coastal wetlands

o related infrastructure worth more than $30 million, such as pipelines or processing
plants.

427

428

429

430

431

Submission 359, Appendix 1, p 5.

Mr Whitehouse, Partner, Minter Ellison Lawyers and Visiting Fellow, Graduate School of
Environment, Macquarie University, Evidence, 7 October 2011, p 8.
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The effect of the State Development SEPP is that development applications for all petroleum
production, and petroleum exploration over a certain threshold, will be considered as state
significant development. The development application will be considered either by the
Planning Assessment Commission, or if the application has attracted less than 25 submissions
objecting to the proposal and where the local council has not objected, by the Department of
Planning and Infrastructure.

The classification of development as state significant also provides that the project no longer
has to gain approvals from other public authorities, which may otherwise have been required.
For instance, state significant development does not require:

. an authorisation to clear native vegetation under the Native 1V egetation Act 2003
o a bush fire safety authorisation under the Rural Fires Act 1997
. an Aboriginal heritage impact permit under the National Parks and Wildlife Act 1974

° a concurrence under Part 3 of the Coastal Protection Act 1979.

Under the state significant development process, applicants must lodge an EIS. Before
preparing the EIS, applicants must apply to the Department of Planning and Infrastructure
for environmental assessment requirements. The Department will consult with other public
authorities, including local councils, and issue the requirements which specify the range of
matters to be addressed in the EIS. State significant applications must be publicly exhibited
for a minimum of 30 days before final determination by the consent authority.

The Environment Defender’s Office called for the Government to reinstate ‘concurrence
approvals’ from public authorities for state significant development. The Environmental
Defender’s Office described the removal of concurrence approvals as a ‘primary’ impediment
to adequate environmental assessment of coal seam gas activities."”

In relation to coal seam gas projects, the Office said that ‘it is counter- intuitive that the
8 jects,
projects with the greatest significance, and likely environmental impacts, are exempt from (or

rubber stamped with) the very approvals designed as a ‘check’ on those impacts’.*”

In addition, the Environmental Defender’s Office argued that ‘the inability of the
Environment Protection Authority to refuse a licence makes nonsense of the general principle

of protecting the environment’."”*

Committee comment

The Committee acknowledges the concerns of some participants that a REF is a lower-order
environmental assessment and is insufficient to assess the potential environmental impacts of
an exploration licence application. The Committee notes that DTIRIS has the power to
require an applicant to prepare a full-scale EIS, if a REF indicates that exploration will occur
in areas of environmental significance. However, the Committee was told that the requirement
to prepare an EIS has not been triggered to date.
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The Committee notes that the preparation of a REF does not require consultation with the
Office of Environment and Heritage. The Committee therefore recommends that, in the
preparation stage, REFs be referred to the Office of Environment and Heritage.

Recommendation 12

That the NSW Government require, in the preparation of a Review of Environmental
Factors, referral to the Office of Environment and Heritage.

Adequacy of environmental assessments

6.72

6.73

6.74

Many Inquiry participants are concerned about the adequacy of the environmental
assessments conducted to determine the potential impacts of coal seam gas developments.
Another concern is that the environmental consultants engaged to conduct the assessments
are doing poor quality work. Many Inquiry participants questioned the independence of these
assessments given that the consultants are paid by the coal seam gas companies whose
projects they are assessing.

Quality of environmental assessments produced to date

Many Inquiry participants criticised the adequacy of the environmental assessments of
proposed coal seam gas projects. One environmental assessment that came in for heavy
criticism was that which was prepared for the proposed AGL Energy project at Gloucester, in
the Hunter Valley. For example, the Barrington-Gloucester-Stroud Preservation Alliance
identified a number of perceived inadequacies with the assessment, including in relation to the
assessment of the area’s geology, and pointed to this example as demonstrating °...the
inadequate nature of coal seam gas environmental assessments generally...”*’In relation to the
area’s geology, Mr Graeme Healy, Chairperson, Barrington-Gloucester-Stroud Preservation
Alliance, referred to the:

complex geology of the Gloucester-Stroud Valley. The valley is particularly
vulnerable to environmental damage by gas extraction because of the valley’s unusual
geological formation that involved intense lateral folding, volcanic action and complex
erosion processes.*3

Mr Garry Smith, Project Officer for the Alliance claimed that due to the inadequacy of the
initial geological assessment, the coal seam gas company has now been forced to ‘play catch-
up’ and conduct thorough geological testing:

Submission 272, Barrington-Gloucester-Stroud Preservation Alliance, p 5.

Mr Graeme Healy, Chairperson, Barrington-Gloucester-Stroud Preservation Alliance, Evidence,
31 October 2011, p 17.
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The thing that is happening now is that AGL are doing ongoing seismic testing, for
the simple reason that they do not understand the geology. The environmental
assessment they presented to the director general, to the Minister and to the Planning
Assessment Commission did not fully describe its characteristics.*3

Also in regard to the environmental assessment of the Gloucester project, the Committee was
advised that the initial Government consultation on the proposal left out key stakeholders.
Namely, the initial consultation did not involve MidCoast Water, which is responsible for
providing the water supply and sewerage systems in the Greater Taree, Great Lakes and
Gloucester Shire local government areas, servicing a population of 75,000 people.438According
to Mr Robert Loadsman, General Manager, MidCoast Water, the result of this was that ‘the
environmental assessment report prepared for the project approval not only failed to consider
impacts on drinking water quality downstream of the proposed discharge, but made no
mention of the Manning District Water Supply Scheme at all’.*”

Some Inquiry participants are so concerned about the quality of environmental studies that
they have commissioned their own reports into the issues concerned. For example,
Campbelltown City Council engaged an independent expert to review the adequacy of the
environmental assessment for AGL Energy’s application for their Stage 3 development in the
Camden area. In relation to groundwater, the Council’s expert review found deficiencies in the
assessment of cumulative impacts on ground and surface water. Mr David Henry,
Environment Officer, Campbelltown City Council, summarised the report’s findings as
follows:

The overall finding of the report was that there was insufficient information to do a
peer review of the environmental assessments. It identified a low level of compliance
with the baseline data and insufficient information to assess requirements related to
cumulative impacts and impacts on groundwater and surface water.*4

In addition, communities expressed concern that the environmental assessments did not take
adequate notice of the attributes unique to their particular regions. For example, the
Barrington-Gloucester-Stroud  Preservation Alliance referred to work that they had
commissioned by Professor Alex Grady, a specialist in structural geology, who was engaged by
the Alliance to produce a study on the geology of the Gloucester area, due to the Alliance’s
concerns that the environmental assessment had been deficient in its consideration of this
issue.*!

However, coal seam gas companies rejected claims that environment assessments are
inadequate. Santos advised the Committee that:
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Whilst the industry is often criticised for having a lack of environmental scientific
assessment and study, this is simply not true. For the Santos operated Queensland
GLNG |[Gladstone Liquified Natural Gas|] project alone, the cost of the
environmental studies (the majority independently undertaken by internationally
recognised consultants) was in excess of $20 million and the EIS itself was over
20,000 pages in total.#42

The role of environmental consultants

Several Inquiry participants claimed that environmental consultants are preparing poor-quality
environmental assessments that favour the interests of coal seam gas companies over those of
the environment. They argued that environmental assessments should be conducted by
‘independent’ experts, rather than consultants who are paid by coal seam gas companies,
although they acknowledged the difficulties in finding such an ‘independent’ person.

The view that the findings of environmental assessments are biased towards the interests of
coal seam gas companies was encapsulated by Mr Peter Martin of the Southern Highlands
Coal Action Group: ‘Consultants can be entirely ethical, but the brief they are given leads
them to the conclusion that the company can mitigate the effects of whatever exploratory
process is being used ...”.*"

Ms Carmel Flint, Northern Inland Council for the Environment, referred to allegedly poor-
quality work by the environmental consultants that assessed a development application by
Eastern Star Gas for activity in the Pilliga. According to Ms Flint:

I think there are a lot of problems with the work done by consultancies working for
mining companies. We found earlier this year a consulting company that was working
for Eastern Star Gas searching for the Pilliga mouse in the Pilliga. They did not find a
single record of the Pilliga mouse. We had a group of biologists out in the Pilliga for
one week and they recorded 30 records of the Pilliga mouse at eight out of 10 sites ....
It is just not good enough.##

Ms Caroline Graham of Rivers SOS argued that it would amount to corruption if
environmental consultants altered their reports to make them more favourable to the interests
of coal seam gas companies:

Just on Monday we spent an hour and a half with one of our environmental scientists.
He has got a bee in his bonnet about corruption in the consultancy process, that
consultants are writing favourable reports or removing items that the companies do
not like in order to submit them to the Government and get approval 44>

Ms Flint called for environmental studies to be done by independent experts, but she also
noted the problems in finding someone truly ‘independent’
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Answers to supplementary questions, 31 January 2012, Mr James Baulderstone, Vice President,
Eastern Australia, Santos, Question 4a.
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... it should be conducted by independent scientists who do not work for government
and preferably work in universities and in fields of endeavour where they have not
taken money from coal seam gas companies.#4¢

Ms Marylou Potts, a legal practitioner with experience in coal seam gas issues, suggested that
there should be consequences for providing incorrect information. Ms Potts argued that
rather than imposing penalties on environmental consultants, any penalties should be imposed
on the coal seam gas company submitting the environmental assessment. Ms Potts informed
the Committee that the Mining Act 1992 enables penalties to be imposed on proponents for
providing false or misleading information in their applications, and recommended that the
Petroleum (Onshore) Act be amended to provide for similar penalties.*”

Peer review of environmental assessments

A number of Inquiry participants said that it would not matter if environmental assessments
are conducted by environmental consultants, if these assessments were subject to a stringent
review by the Government. These Inquiry participants took the view that there needs to be
much stronger Government oversight of the development approvals process, and in
particular, rigorous peer review of environmental assessments. According to Mr Adam
Marshall, appearing in his capacity as Vice President, Shires Association of NSW, this could
go some way to restoring community trust in the approvals process:

... I stress that what is absolutely critical is that the Government allocates adequate
resources to peer review whatever is submitted to Government for exploration or
approval. Whilst I do not know ... whether there are adequate resources or not ... we
would ask that you say very strongly that there needs to be those adequate resources
to make sure we peer review, so that what is submitted by any proponent is not simply
taken as a given, that it is peer reviewed, it is technically assessed, and the money and
resources are provided to allow the Government and its various departments to do
that propetly. If there was some understanding or some acceptance in the community
that that was the case, that may go some way to rebuilding some faith that, when
approvals are granted, communities’ interests are being protected.4

A similar point was made by Mr Michael Murray, National Water Policy Manager, Cotton
Australia, who noted that in Queensland the Water Commission plays a strong role in peer
review:

The data may be supplied by the mining companies or it may be collected by the
Government, but at the end of the day the Government has to be well enough
resourced to be able to look at that data, put it into its models and pick up the trends
early. To a large degree, that is what the Queensland Water Commission is charged
with, 449
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Ms Flint, Evidence, 16 November 2011, p 57.
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Mr Gerard Tuckerman, Manager of Natural Systems at Great Lakes Council, argued that if the
community could hear not just from the proponents but also from experts who had reviewed
their proposals, this would encourage community faith in the science underpinning coal seam
gas activities. Mr Tuckerman called for:

... a more meaningful forum with more of an engagement process where people have
the opportunity to hear from proponents but also independent peer reviewers and ask

questions. Those sorts of interactive forums will give more credence to the science
450

Committee comment

The Committee notes the strong views of some Inquiry participants as to who should conduct
environmental assessments of coal seam gas projects. If environmental assessments are
conducted by coal seam gas companies, or by consultants paid for by coal seam gas
companies, this work is dismissed by many in the community as being biased. However, the
Committee believes that it is not feasible for the Government to conduct these assessments,
as the Government does not have sufficient resources to undertake this work.

The Committee considers the central issue to be not who does the research, but whether the
NSW Government has sufficient officers with the necessary skills to effectively peer review
environmental assessments, and therefore supports transparent Government review of
environmental assessments of coal seam gas proposals.
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Mr Gerard Tuckerman, Manager Natural Systems, Great Lakes Council, Evidence, 31 Octobet
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Chapter 7 Community views

Numerous Inquiry participants identified a number of reasons for their concern about the development
of the coal seam gas industry in New South Wales. This Chapter considers these concerns and how
they have led communities to protest against coal seam gas developments. In response to these
community concerns, some Inquiry participants referred to support for the coal seam gas industry.

Widespread concern about coal seam gas developments

7.1

7.2

7.3

7.4

The Committee received evidence on the widespread concern about coal seam gas
developments from rural, urban and indigenous communities. Regarding the strength of
community feeling generated by proposed coal seam gas developments in New South Wales,

one witness simply said ‘the community concern about coal seam gas is overwhelming’.*'

Deep concerns were expressed by rural communities and farmers whose land is actively being
sought for coal seam gas exploration and potentially production. Ms Fiona Simson, President
of the NSW Farmers’ Association, said that many farmers feel ‘disempowered’ and ‘under

siege’. Ms Simson likened the uncertainty posed by coal seam gas extraction to that of the
drought:

Disempowered, uncertain, exhausted, under siege—these are words that I heatr
landholders use time and again to describe the way they feel. These are words we
heard farmers using during the worst of the drought, and this troubles me greatly...
they just cannot live in this state of limbo forever. This is not a fact of nature like a
drought, a flood or a plague, which our farmers are fairly hardened to.#>?

Kyogle farmer, Ms Lesley McQueen, also commented on the fear consuming farmers who
have lived and worked on their land for generations, and their ‘heartbreak’ over losing their
homes and livelihoods.”” Likewise, Mr Greg McNamara, Chair of Norco Co-operative,
reflected the vocal opposition of the farmers within his cooperative, who are concerned and
unsure of how to manage the issues raised by coal seam gas development, which has in turn

454
caused ‘an enormous amount of pressure’.

Inquiry participants from urban communities were also concerned over proposals to extract
coal seam gas in densely populated areas.” For example, residents from St Peters, Enmore
and Maroubra expressed alarm following proposals to establish a coal seam gas development
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p 39.
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7.5

7.6

in the St Peters area.” Willoughby City Council, City of Sydney Council and Camden Council
also indicated opposition to potential coal seam gas activities in urban and built up areas.”’

The Carmelite Nuns from the Scenic Hills area of Campbelltown described the Scenic Hills as
‘the lungs of Campbelltown... providing for the physical and spiritual wellbeing of residents
and visitors to the area’ and ‘a much needed green space in a poorer part of Sydney’.*® Sister
Jocelyn Kramer, a Carmelite Nun, asserted that the Scenic Hills is particularly ‘vulnerable’ to
further expansion of coal seam gas developments in the nearby Camden area and that the
Camden Gas Project, which is the only coal seam gas development already producing gas for
commercial use in New South Wales, has already ‘engendered distrust’ in the local
community.*”’

The Committee also received evidence regarding the impact of coal seam gas development on
indigenous communities. Mr Warren Mundine, Chief Executive Officer of Native Title
Service Corp, advised the Committee that most indigenous communities did not support the
coal seam gas industry, despite having worked with other mining industries in the past. He
attributed this to the potential impacts on the land and water, and uncertainty associated with
the methods and activities of the coal seam gas industry.*” Traditional land owners from the
Gomeroi Nation supported this view, highlighting that Aboriginal cultural values are
intrinsically linked to the health and well being of the land and must therefore be protected.

Reasons for community concern

7.7

7.8

There are a range of reasons driving the widespread community concerns about the impact of
coal seam gas developments in New South Wales. These concerns range from poor behaviour
by coal seam gas companies and contractors to the pace of the industry’s development, and
have led some communities to take protest action to express their concerns.

Behaviour of coal seam gas companies

Numerous Inquiry participants drew attention to the allegedly poor behavior of coal seam gas
companies. They felt that many of these companies exhibited a ‘sense of entitlement’ to
pursue their activities without regard for the concerns of local communities.
Father Greg Burke of the Scenic Hills Association, for example, complained that ‘big business’
companies, such as AGL, operate ‘absolutely convinced that what they are doing is for the
best benefit... and therefore they do not really listen to the concerns of the local residents,
landowners and councils’*” Likewise, Ms Jacinta Green from Stop CSG Sydney expressed a
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similar view: ‘My biggest concern is the sense of entitlement that the mining companies seem

to have that they can ride roughshod over everybody else’.*”

An Inquiry participant who agreed to allow access to his property for coal seam gas
exploration reported ongoing problems in his relationship with the licence holder.
Cr John Rosenbaum, Deputy Mayor of Gloucester Shire Council, said:

Then you allow them on to your place. You enter into an agreement with them. So
most farming people you will find will accept a contract and say, “As long as you
come and see me it will be right.” Once you sign that contract they come in and do
what they like. They do not come back. You ask if they will come back and see you.
They never report on a day-to-day basis as to what is going on... They treat you as if
it is their property and they say, “We are invited guests.” They are not invited. It is not
a good experience. People who are not involved with it do not understand what really
happens. It is just a continuous nightmare .44

Other Inquiry participants told the Committee they had heard anecdotal evidence of poor
behaviour by coal seam gas companies. Ms McQueen said that ‘One of my best mates on a
farm found Arrow on her land. They did not even contact her. She said, “Who are your Get
off.’”465

A number of Inquiry participants commented on the variation in behavior between the larger,
more established coal seam gas companies and the smaller explorers that tend to undertake
exploration. Mr Peter Martin of the Southern Highlands Coal Action Group told the
Committee that he had 13 years’ experience in the mining industry, first as an engineer
building offshore oil platforms, and then working for a corporation that funds major resource
projects. Mr Martin advised that in relation to the structure of the mining industry:

The big companies are much more disciplined, much more process driven, and we are
even seeing some of the big companies bending the rules. Imagine what all these little
guys are doing. What is their ambition? All they want to do is find some gas and upsell
it to Santos or Origin. 46

Mr Martin’s views were supported by Mr Alan Lindsay, a fellow member of the Southern
Highlands Coal Action Group: “This industry is highly capital intensive... the chances of these
companies ever being able to raise the capital ... was totally out of the question and they
should never have been given it [the exploration licence].Mr Lindsay argued that the practice
of granting exploration licences to ‘two-dollar’ companies contributes to an ‘aggressive
approach’ to exploration, because these companies ‘use their aggression to get access to
people’s properties, they drill a few holes, they bring up the reserves ... and they flick it onto
> 467

somebody like Santos or AGL that does have the capability to do it’.

Santos acknowledged that there can be substantial differences between an exploration-focused
company and a company equipped to develop the resource, such as Santos, which works
towards a much longer project time-frame. Mr James Baulderstone, Vice President, Eastern
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Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council, Evidence, 31 October 2011, p 8.
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7.15

7.16

7.17

Australia, Santos, acknowledged that the NSW Government may need to look more closely at
applications for exploration licences: I think that is an area the NSW Government needs to
look at to ensure that anyone who has an exploration licence in any resource business has the
> 468

skills and the capability to do it propetly’.

The coal seam gas companies themselves also acknowledge poor behavior by some industry
players. Mr Baulderstone said:

There have clearly been some poor practices by some companies. There is a reason
why there is community disquiet and unrest and in some cases fear from what has
happened. It is important for companies like Santos to be a leader in the industry and
to do the right things and make sure we set the standard.4%

While there seems to be significant community mistrust stemming from the supposedly
cavalier behavior of some smaller explorers, some of the bigger companies are actively trying
to address this mistrust. For example, Mr Baulderstone described the steps that Santos has
taken since it has taken over Eastern Star Gas:

We are today announcing that Santos will seek to have the current Eastern Star Gas
Narrabri project application considered under the new part 4 of the Environmental
Protection Act... in the interests of maximum transparency, we believe that it is
appropriate that the new part 4 process is applied. In addition, Santos will ask that
each of our major project applications be subject to public hearings conducted by the
Planning Assessment Commission. We welcome public access and input into the
project review process.*”

Behaviour of contractors engaged by coal seam gas companies

A related concern is the behavior of the contractors that coal seam gas companies engage to
undertake work on their behalf. Such work can include drilling wells or conducting seismic
testing. Mrs Penny Blatchford, a durum wheat farmer, criticised the use of contractors by coal
seam gas companies, and expressed concerned that the employment of contractors may allow
licence holders to distance themselves if things go wrong on the ground: ‘The chain of
responsibility is long and when it comes to the crunch the only signed agreement a landholder
has is with Leichardt Resources with issued capital of $100 and not any of its

471
subcontractors’.

Some Inquiry participants are particularly concerned about the practices being employed by
drilling contractors. According to Mr Tim Duddy of the NSW Farmers’ Mining Reference
Group:
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I believe that it is possible to drill by using different practices and not harm the water
resources. Irrigators in this district and farmers alike have been drilling holes for a very
long period of time. The practices that I have seen exercised by both the coal seam
gas and the coalminers, if we had drillers that had operated like that in our water
resources looking for water we would have hunted them off the place and sued
them.472

Mr Drew Hutton, President of Lock the Gate Alliance, also provided anecdotal evidence of
unacceptable behavior by drilling contractors:

I get rung up or emailed all the time by drillers who tell me that what is going on out
there is a shemozzle, that there are drillers out there drilling holes that are too natrow,
or without proper casing, and all that sort of stuff. I do not know whether or not it is
true, but I am certainly being told that. There needs to be proper supetvision.4’

In addition to this anecdotal evidence, the Committee heard first-hand evidence from
Mr Peter Gett, a landholder who has coal seam gas wells on his property near Narrabri.
Mr Gett praised his dealings with Eastern Star Gas, the holder of the exploration licence,
but noted that the minor problems he had encountered were due to the behaviour of
contractors:

There were a couple of little issues with the subcontractors to those companies — men
that were not closing gates — and all we had to do was say something. That was not
Eastern Star Gas... We had a little bit of a spill in a creek ... Drilling mud. It was not
Eastern Star’s fault, it was a contractor again ... 474

In response to the concerns raised about the industry’s use of contractors, Santos explained
that its contractors are held to the same standards as would be expected of Santos employees.
According to Mr Baulderstone:

We do not hide behind contractors. We believe it is important to employ contractors
because it often gives jobs in regional communities... At the end of the day a
contractor is seen as Santos and anything a contractor does that is not acceptable in
the community will impact on us... We have a very rigorous assessment process and
we have a very rigorous selection process ... We make it very clear that if there is any
breach of our very strict requirements and guidelines they will no longer used.*”

Further, Mr Sam Crafter, Santos’ Manager of Community and Government Relations NSW,
explained that Santos closely monitors any activity undertaken by its contractors: ‘During any
Santos drilling activities there is what is referred to as a Santos company man ... who is
24-hours on the site ... So the drilling contractor is doing the work but anything that is done

is approved of by the Santos person on the site’.*”®
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Pace of development

Many Inquiry participants said they felt the industry was developing too quickly, including
Cr Phillip Silver, Mayor of Ballina Shire Council and President of Northern Rivers Regional
Organisation of Councils:

I think it is fair to say that coal seam gas extraction has crept up on us to some extent.
We first became aware of it in our region two or three years ago and generally it was
applauded as being a desirable thing in terms of jobs and the economy. I believe that
subsequent to that our community has become increasingly aware and concerned
about the consequences.*”?

Trepidation about pace of development was also expressed by Mr Martin: “We are extremely
concerned about the unholy rush by governments in Australia to embrace the technology that

is not yet proven’.*

Some residents directly affected by coal seam gas activity told the Committee that they were
unaware of any proposed development, prior to the arrival of the coal seam gas companies to
undertake exploratory work. They said that this sudden arrival heightened stress due to having
to cope with the unknown and unexpected. According to the Keerrong Gas Squad:

Arrow Energy invaded our valley in April 2010, during which time an exploratory
Coal Seam Gas well was drilled. The first sign of this activity was a huge number of
heavy vehicles on our narrow country road followed by noise that went from 7
o’clock in the morning until 7 o’clock at night. Those of us who were directly affected
by this activity started asking questions and soon discovered that Arrow Energy held a
licence PEL445 that entitled them to search for Coal Seam Gas in our valley. No
notice was given to any of the residents apart from the landowner on whose land the
drilling was done.*7

Some of the coal seam gas companies have tried to allay community concerns about the pace
of development. Mr Baulderstone of Santos told the Committee: “We have three years’
research to do before any significant development can commence. There is clearly time to

work together on a good plan for New South Wales CSG, and Santos is here to do that’.**

Mr Baulderstone went on to argue that, over time, most people will be won over once they
have a full understanding of the coal seam gas industry:

... it is up to Santos to ensure that we get our message across. We have to continue to
consult and put at ease some of the fear that has been created. There is quite
understandable angst in the community, and I fully understand that... We will spend
time talking to the locals. There will always be some who will not come over. Santos
has made it very clear that we will not barge our way onto people’s properties. We
believe that over time the majority will see that that we are a member of the
community, we are a good operator and that we can do it safely.*8!
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However, some Inquiry participants said that the industry’s progression is outpacing the
development of scientific evidence on key aspects of the coal seam gas industry. This issue
was discussed in Chapter 3.

Indeed, some have argued that without scientific evidence, especially on issues surrounding
fraccing and the impact on water supplies, communities will continue to oppose coal seam gas
development. As Mr Gerard Tuckerman, Manager Natural Systems, Great Lakes Council,
commented:

...the science is what can help resolve these issues and provide some good
communication, good confidence to the community. At the moment unfortunately
the process, being a sort of claim-and-defend type of arrangement, has undermined
public trust in the process to do with these highly sensitive projects.*52

Similarly, Ms Rosemary Nankivell, member of the Caroona Coal Action Group and Mullaley
Gas Pipleline Accord declared that if it could not be scientifically proven that coal seam gas
will not impact on water supplies and that the agricultural productivity of the Liverpool Plains
would not be compromised, blockades such as those in Spring Ridge would become ‘the

norm, 483

Fear of loss of land and livelihood

Many Inquiry participants attributed their fear and anxiety over coal seam gas developments to
losing control of their land and livelihood. In particular, many farmers and rural communities
expressed anger at not having the legal right to refuse access to their land to a gas company
that has been granted an exploration licence. Ms Simson explained the impact of this on
farmers and described the granting of these licences as an ‘injustice’

The former Government did rural New South Wales an historic disservice when it
covered nearly half of this State in petroleum exploration licences without any
knowledge of or regard to the consequences of this action. When an exploration
licence is granted it gives the holder the power to enter private land to conduct
exploration, which may include drilling, fracking and extraction of contaminated
water. To grant that power without first protecting affected landholders, their natural
resources, their property rights and their ability to grow food and fibre is to my mind
one of the biggest injustices our hardworking farmers have ever been dealt.48*

According to Mr Angus Neil-Smith, a cattle breeder from the Upper Hunter, rural
communities are feeling ‘threatened and powerless to stop the coming intrusion by CSG
miners’.*” This feeling of powerlessness was echoed by Ms Simson:
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As farmers we take our role as land managers and land stewards very seriously because
a sustainable environment that can grow the best food and fibre for generations to
come is the heart of every farm business. Knowing that we can be forced to spectate
as gas companies are given the rights to enter our land without answering questions
about the long-term effects of their actions has dismayed entire communities and left
many farmers questioning their future on the land... The decision by the Government
to exploit the resources under our land despite the cost to our businesses, our
environment and our capacity to provide food into the future was as conscious as it
was preventable. That really is the core of the anxiety we are seeing.

The impact of coal seam gas developments on landholders, including land access issues, will
be examined in greater detail in Chapter 9.

The extent of activity at the exploration phase

The Committee also received evidence from several concerned Inquiry participants who were
troubled by the length and extent of activity at the exploration phase. They had anticipated
that exploration would involve drilling a few wells for testing, rather than extensive grids of
wells and infrastructure for study over a number of years. Some questioned the difference
between coal seam gas exploration and production given that the infrastructure and operation
of both phases appeared to be quite similar.

Mr John Whitehouse, Solicitor and Fellow in Environmental Studies at Macquarie University
and expert in mining and environmental law, appeared in a private capacity to deliver a
briefing on the legal issues surrounding coal seam gas activities. Mr Whitehouse advised the
Committee that it can be difficult to distinguish exploration from production, particularly as
exploration is not ‘ephemeral and transitory’ as many community members would expect it to

be:

So rather than being an ephemeral and transitory use, as it is in the case of mining
exploration, it is really the first stage of full production because the infrastructure is
exactly the same.48¢

Mr Whitehouse observed that ... there is a lot of pilot production going on under the guise of
exploration’,”” and went on to note that there is an ‘incremental creep’ of coal seam gas
development which means that ‘once you have approval to explore it is very difficult to turn

the clock back because the infrastructure is already there’.*s®

Cr Adam Marshall, in his capacity as Vice President of the Shires Association of NSW, shared
this observation:

...exploration is very intensive by nature and it has impacts on hard and soft
infrastructure and also on communities. It involves a lot of activity; it involves having
a lot of people in small and sometimes isolated locations, and in some areas,
depending on the location, it can put strain on a lot of infrastructure.*%
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The NSW Farmers’ Association also indicated that landholders can be surprised to learn that
exploration can include pilot wells, as they tend to ‘... assume “exploration” will involve one
test well, and some basic exploratory activities.”*”

Mr Whitehouse advised that the Petroleun: (Onshore) Act 1991 was originally designed to deal
with large gas reservoirs, where the extraction would be more similar in nature to conventional
mining, and that as a result ‘the fundamental regime of the Petroleum Act is actually designed
by copying a model that is quite inapplicable and inappropriate to dealing with coal seam
gas’.*’! Mr Whitehouse observed that because the Act was not drafted with the coal seam gas
industry in mind, the Act does not recognise that, unlike conventional mining, there is no clear
distinction between the exploration and production phases of coal seam gas extraction.
According to Mr Whitehouse:

So rather than being an ephemeral and transitory use, as it is in the case of mining
exploration, [coal seam gas exploration| is really the first stage of full production
because the infrastructure is exactly the same. You will see that the difference in the
legislative regime between what is exploration and what is production is unclear and
that you have in fact many areas where there is production being undertaken, which,
for all intents and purposes, you would think is production.*92

However, the NSW Government contested the view that the exploration phase can look and
feel similar to the production phase. When questioned on whether exploration is very similar
to production, Mr Brad Mullard, Executive Director, Mineral Resources and Energy,
Department of Trade and Investment, Regional Infrastructure and Services, responded that
‘No, I do not accept that. Exploration is quite different from production’. Furthermore, Mr
Mullard acknowledged that pilot wells are similar to production wells, but noted that the
impact of pilot wells is limited as gas companies are usually restricted to drilling only five pilot
wells in an area.”

Licences held by ‘two dollar’ companies

The Committee heard claims that some exploration licences have been issued to so-called ‘two
dollar’ companies. Particular concerns were raised about the exploration licence issued to
Leichhardt Resources for exploration south-east of Moree with some Inquiry participants
claiming that Leichhardt Resources is a small-time company without the financial resources to
develop their discoveries, or indeed to remediate any work that may go wrong.

Mrs Blatchford’s property is in the area covered by the Leichhardt Resources licence, and
together with her family, owns thousands of hectares of land between Bellata and Gutley.
Mrs Blatchford told the Committee:

Leichhardt Resources’ issued capital is $100 ... Given the access agreement for
exploration is solely between the landholder and the holder of the licence ... I believe
the third party counter-risk too high to enter into any financial arrangement with
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Leichhardt Resources. If for any reason losses were to incur or lands damaged ... 1
am not convinced that Leichhardt Resources would have the financial capacity to
make good.#%*

Mzrs Blatchford informed the Committee that Leichhardt Resources would not meet the ‘due
diligence’ test that she carries out on any company with which her business may enter into a
financial or contractual arrzmgernent.4

Similar concerns were raised about the exploration taking place in the Southern Highlands by
Planet Gas. Mr Martin told the Committee that: “The protagonist in our area ... is a company
called Planet Gas; its shares are trading at 3¢. It has got a market value of $§5 million or $6
million”.**

Mr Neil Dobbin, Group Executive, Rural Banking, Rabobank, also criticised the financial
credentials of some companies that hold exploration licences, and highlighted the risks to
which this exposes landholders:

... exploration and mining companies with extraction and exploration licences in New
South Wales require little capitalisation and other financial backing. This exposes
contractual counterparties, which are the agricultural landholders, and licence issues to
risks around the provision of compensation.4”

Despite the concerns that some exploration licences were issued to companies without
adequate financial backing, Mr Mullard advised the Committee that the NSW Government
considers the financial backing of any applicant before granting a licence. In addition, Mr
Mullard noted that when a licence-holder makes an application to undertake any particular
activity permitted under their licence, such as drilling a well, they are required to provide an
appropriate security deposit if the activity is considered to be significant.

When questioned on whether sufficient weight is given to the financial strength of companies
applying for exploration licences, Mr Mullard responded:

There are two components to that. There is a component about the financial
capability to undertake work and their ability to manage that. But there are also
security deposits held. Security deposits are assessed, once again, as part of the
approvals process. Once an exploratory licence is granted, there is no activity except
very minor activity. But when it comes to drilling wells for petroleum or other
activities like that, which are more surface disturbing, there is a security deposit
assessed and held for that activity.*%®

On the issue of whether applicants for an exploration licence have sufficient financial backing,
Mt Dobbin or Rabobank recommended that the NSW Government ‘... introduce economic
thresholds and upgrade the current due diligence process of the Department of Trade and

Investment, Regional Infrastructure and Services’."”
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Potential mental health impacts

The Committee received evidence on the potential for the mental health of local residents to
be adversely affected. Dr Wayne Somerville, a clinical psychologist and resident of Kyogle,
described what he saw as the ‘threat” posed by coal seam gas development to the rural way of
life:

I believe that unrestrained coal seam gas mining is a threat to country people more
profoundly dangerous than any drought, flood, bushfire or recession. I am deeply
concerned that if this industry is allowed to permanently change the land and country
life, the result will be widespread emotional distress, social disruption and political
turmoil 5%

Mr Tim Duffy, a Gunnedah region representative of the NSW Farmers’ Association,
underscored the stress attached to proposals for coal seam gas developments. He argued that
this additional source of stress could tip some farmers ‘over the edge’

The end result of this is enormous amounts of stress for me, my neighbours and for
other members of the farming community. We statistically know stress levels are high,
suicide rates are high and droughts and commodity prices cause mental health issues. I
firmly believe that this issue we are confronting today may be one of those factors that
will tip some of our members over the edge with catastrophic results.>0!

This unsettling prediction was similarly expressed by Dr Somerville, who stated that the
situation rests on ‘a knife’s edge’. He warned that ‘if governments perpetuate the deliberate
destruction of property, lifestyle and prospects for country Australians many will become
depressed, some will suicide, but some will respond with anger, revenge and violence.™

Impact of coal seam gas revenue on Government decisions

Other Inquiry participants, such as Ms Nankivell, commented on the perception that the
NSW Government and coal seam gas industry are ‘in close alliance’.” In particular, some
Inquiry participants suggested that it may not be in the Government’s interest to impose
stringent regulation on the coal seam gas industry, given that the Government stands to
benefit from the royalties expected to flow from the industry. In the words of the North East
Forest Alliance: ‘State Governments are hungry for mining royalties’ and this had led to
‘special treatment for the mining industry ...”.>"
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Dr Wayne Somerville, Local landholder and clinical psychologist, Evidence, 21 September 2011,
p 15.

Mr Tim Duffy, Member, NSW Farmers’ Association (Boggabri, Gunnedah, Pottinger District
Councils), Evidence, 16 November 2011, p 41.

Dr Somerville, Evidence, 21 September 2011, p 15.
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Submission 340, North East Forest Alliance, p 5.
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Mr Peter Epov, Chair, Manning Alliance, questioned whether the Government had a conflict
of interest in its approach to the coal seam gas industry: ‘We do not like the fact that when it
comes to coal seam gas the New South Wales Government is the policy maker, the tax

collector and the primary beneficiary of coal seam gas’.””

Some Inquiry participants also expressed alarm at the substantial sums of money paid by coal
seam gas companies for exploration licences. They suggested that this raises an expectation on
behalf of the coal seam gas company that they will be allowed to proceed to production.
According to Mr Hutton of Lock the Gate Alliance: “The previous Government handed out
exploration licences willy-nilly across a quarter of the State, and the current Government has
continued the full support of this industry’.”* Also in relation to the issuing of exploration
licences, Mr Martin of the Southern Highlands Action Group, said: ‘In this case what we have
seen is the former Labor State Government giving out these leases like confetti to companies

that I call two-dollar companies’.””

The NSW Government announced in July 2011 that it would review the amounts paid for
exploration licences and implement a new schedule of fees. As at January 2012 the
Government had established a Steering Committee to review exploration fees and was yet to
select a consultant to undertake the work.™”

Community protests

Mr Hutton suggested that ordinary people are feeling compelled to express their opposition to
coal seam gas developments in significant ways: ‘Normally very conservative people... who
would not even dream about breaking the law are going to commit civil disobedience to stop

these companies coming into their communities’.”"”

Community concerns over the roll-out of the coal seam gas industry in New South Wales have
culminated in some groups conducting blockades of coal seam gas sites. In October 2011,
approximately 100 protestors participated in a blockade organised by the Caroona Coal Action
Group to prevent Santos from commencing petroleum exploration drilling near Spring Ridge
on the Liverpool Plains. The Group objected to drilling being conducted before the outcome
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Regional Land Use Poliey, accessed 24 January 2012
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of the Namoi Water Study was released.”’’ The blockade ended more than two weeks later
after Santos agreed to delay drilling activities until the Study is completed.’

In another protest, local residents in Gloucester commenced a blockade in December 2011 to
prevent AGL Limited from placing a drilling rig on a regional property until an independent
water study of the Gloucester Basin was completed. The Barrington-Gloucester-Stroud
Preservation Alliance had previously lodged an appeal in the Land and Environment Court
against AGL’s plans for a gas field in the Gloucester-Stroud Valley.”"> Three days after the
blockade began, AGL announced that it would postpone drilling activity until it had
completed a hydro-geological study and the appeal process was decided by the Land and

514

Cr Jill Merrin, Wollongong City Council, drew the Committee’s attention to the Seacliff Bridge
Walk protest, which involved 3,000 participants: “There was a huge range of people—not your
usual environmentalist types that you might expect but a whole range of people from all
different areas, people from across the board’.*"”

Mr Epov also described the way in which a shared anxiety over coal seam gas had drawn
people together from all sectors of his community:

...if you cast your eyes over the audience, you will see a broad cross-section of the
community, people from all sectors of the community. We are not radicals, we are not
fringe elements, we are people who are deeply concerned about the implications and
the consequences of coal seam gas, as are many Australians throughout the

The Committee heard from many community members about the impact of their involvement
in anti-coal seam gas activities. Ms Nankivell commented on the impact on her community:

We have just come off a 20-day blockade. The strain on our community was huge. We
had 80 to 85 year old men who had lost brothers, cousins in the various wars fighting
for this country, and had made huge contributions to the community throughout their
lives, sitting alongside the road in 38 degree heat. What sort of a happy, healthy

Ms Judi Sheedy, a representative of the NSW Farmers’ Association in the Gunnedah district,
relayed the impact on her family and her business:

Aikman A, ‘Farmers blockade Liverpool Plains coal seam gas property’, The Australian, 27 October
2011, accessed 21 March 2012 <www.theaustralian.com.au/news/nation/farmers-blockade-
liverpool-plains-coal-seam-gas-property>

Santos, ‘Demonstration at Santos pilot well site ends’, 15 November 2011, accessed 21 March 2012,
<www.santos.com/Archive/NewsDetail.aspx?id=1295>

Barrington-Gloucester-Stroud Preservation Alliance Inc, ‘Landholders launch blockade to prevent
coal seam gas drilling at Gloucester, Media Release, 5 December 2011, accessed 21 March 2012,
<www.bgsp-alliance.asn.au/page3/page6/>.

AGL Energy Ltd, ‘AGL defers drilling exploration program’, Media Release, 8 December 2011,
accessed 21 March 2012, <http://agl.com.au/about/ASXandMedia/Pages/MediaHome.aspx>

Cr Jill Merrin, Wollongong City Council, Evidence, 9 December 2011, p 43.
Mr Epov, Evidence, 31 October 2011, p 29.
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The last three years have been a blur of research, late nights, early mornings, meetings,
conferences, workshops, roundtables, travelling to Sydney, meetings Ministers and
politicians, and having very lengthy and heated discussions about mining, coal seam
gas and agriculture, and whether in fact we can coexist—all while trying to manage a
mixed farming and contracting business and bringing up three children under five.518

Committee comment

The Committee acknowledges the widespread concerns shared by a broad cross-section of
people in the community regarding coal seam gas. These concerns, justified or otherwise,
further highlight the need for the NSW Government to provide clear and factual information
on the possible development of the coal seam gas industry in New South Wales.

Support for the coal seam gas industry

7.63

7.64

7.65

7.66

While the overwhelming sentiment expressed by Inquiry participants was that of concern and
fear of the impacts of coal seam gas, the Committee did receive some evidence in support of
the industry.

As an indication of support for the industry, several coal seam gas companies advised that
they had very good relationships with the individual landholders with whom they had
negotiated land access agreements. For example, Mr Robbert de Weijer, Chief Executive
Officer, Australia, Dart Energy, told the Committee that Dart Energy’s landholder
relationships were ‘excellent’, and that they had received positive feedback about their
consultation with the community.”"

Mr Sam Crafter, Manager, Community and Government Relations NSW, Santos, also
described Santos’ positive working relationship with 40 landholders:

...we have got agreements in New South Wales with about 40 landholders that we
have used and now we are proud to say that all of them are happy to keep working
with us and have us back to do more work with them.>2

Other coal seam gas companies who participated in the Inquiry informed the Committee of
the number of signed land access agreements they had with landholders, which they said
indicated support for the industry and its activities. For example, AGL Energy stated they had
140 access and compensation agreements with landholders currently in operation,” while
Metgasco said they had over 300 agreements in place.””
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Ms Judi Sheedy, Executive Councillor and Chair of Guneddah District Council, NSW Farmers’
Association (Boggabri, Gunnedah, Pottinger District Councils), Evidence, 16 November 2011,
p 39.

Mr Robbert de Weijer, Chief Executive Officer Australia, Dart Energy, Evidence, 8§ December
2011, pp 61 and 65.

Mr Crafter, Evidence, 17 November 2011, p 4.
Submission 344, AGL Energy Limited, p 4.
Mr Peter Henderson, Managing Director, Metgasco, Evidence 8 December 2011, p 36.
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According to Mr Rick Wilkinson, Chief Operating Officer, Fastern Australia, Australian
Petroleum Production and Exploration Association (APPEA), those in direct dealings with
the coal seam gas industry were more supportive than those will little or no interaction:

My experience is that when you got closest to where most of the activity is, you
generally get more support; and as you get further away from those areas, to places
where there is either not a track record of interaction and people are hearing stories
from second and third parties and seeing websites of activists who are interested in
creating an issue, the stance becomes less supportive.”?3

The Committee had the opportunity to talk to two Narrabri landholders, Mr Owen Lane and
Mr Peter Gett, who have signed agreements for coal seam gas development to take place on
their land. These landholders reported having exceptionally positive experiences with coal
seam gas company Bastern Star Gas (now Santos)*** and its practices.

Mr Lane said that accepting gas wells on his property ‘has been the best thing that has
happened in my life’, explaining that ‘it has brought so many good things into my life —
money, work, new bore”.”” Mr Gett discussed the amicable relationship he had with Eastern
Star Gas: “They have been very good. They approached me in the right way. They have never
tried to stand over me’.”*’

Mr Lane maintained that many gains had been made by the wider community because of the
presence of coal seam gas development: ‘If you add it all up, at the end of the day I believe
> 527

that they have definitely brought more good to Narrabri than bad by a long shot’.

Mr Lane also suggested that there are many others in his community who are supportive of
coal seam gas development and are secking the same benefits that have been extended to him:
‘Quite a lot of my neighbours in the local area are waiting in the vain hope that they get gas
wells on their own property. They are wanting them, crying out for them for the same reasons
Lam’.

Cr Col Murray, Chairperson of Namoi Councils and Mayor of Tamworth Regional Council,
said that there is substantial silent support for coal seam gas. Cr Murray contended there is a
‘strong minority’ dominating the coal seam gas debate despite general support for coal seam
gas extraction:

I believe that there is a very strong minority which we hear all day every day about the
risks and the downsides and the negativities involved with gas extraction. I would
have to say that I think there is also a fairly mature and well-supported view that
providing the State is able to have the right management and controls and the
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Mr Rick Wilkinson, Chief Operating Officer, Eastern Australia, Australian Petroleum Production
and Exploration Association, Evidence, 12 December 2011, p 36.

On 17 November 2011, Eastern Star Gas was acquired by Santos.
Mr Owen Lane, Local landholder, Evidence, 15 November 2011, p 4.
Mr Peter Gett, Local landholder, Evidence, 15 November 2011, p 6.
Mr Lane, Evidence, 15 November 2011, p 12.

Mr Lane, Evidence, 15 November 2011, p 5.
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essential assets are protected, in my view and the message I take from our broader
community is general support to have the benefits of gas extraction.5?

Furthermore, Cr Murray suggested that, despite the level of concern about coal seam gas
activities, ‘you might be surprised how amiable a solution we might find ourselves’ if the
community were genuinely involved in well-informed debate on the issue.

Conditional support for the industry was also expressed by a number of other Inquiry
participants. For example, Mr Michael Johnsen, who appeared both as a resident of Scone and
as a Councillor on the Upper Hunter Shire Council, looked to the experiences of the industry
in Queensland and concluded that coal seam gas extraction could have a future in New South
Wales: ‘From that and our discussions on visits to south-east Queensland and other gas fields
it is important that we recognise that this industry has some credibility. There is no reason
> 531

why this industry could not go ahead’.

Committee comment

The Committee notes that while the bulk of evidence received during the Inquiry raised
concerns about coal seam gas, the Committee also heard from Inquiry participants who
support the development of the industry. The NSW Government must balance its pursuit of
developing energy resources with other competing interests, and in doing so, must work with
the community to address their valid concerns about the environmental and social impacts of
this emerging industry.
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Cr Col Murray, Chairperson of Namoi Councils and Mayor of Tamworth Regional Council,
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Cr Mutrray, Evidence, 16 November 2011, p 9.
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Chapter 8 Engaging the community

A number of Inquiry participants criticised the lack of genuine community engagement in relation to
the coal seam gas industry in New South Wales. This Chapter examines the nature and extent of
community engagement by the industry and the NSW Government, and the measures announced by
the NSW Government to improve engagement with the community.

Community engagement

8.1

8.2

8.3

8.4

The Committee heard from many Inquiry participants who were disgruntled about the lack of
effective community engagement in relation to the coal seam gas industry. When talking about
community engagement, they referred to a range of consultation types, from information
dissemination to seeking feedback through to shared decision making.

Mr Scott Lee, Director, Environment and Planning, Wingecarribee Shire Council, reflected on
the continuum of community engagement activities, and highlighted the importance of
determining the most appropriate form of engagement:

The point I would make is that successful engagement is about when participants
understand what level it is at. Are we informing people? Are we consulting them? Are
we looking to empower them? Are we collaborating with them?332

Importance of engaging the community

Many Inquiry participants insisted that trust is key to establishing a more positive response to
coal seam gas developments, and that this trust can only be built through better engagement
with the community. According to Ms Lisa Schiff, Director, Planning and Environmental
Services, Great Lakes Council, ‘only by building trust in the process can we also have trust in

533
the outcome’.

The importance of community engagement was highlighted by the Local Government and
Shires Associations (LGSA):

The Associations consider that meaningful public consultation and participation in
relation to CSG is a critical foundation for generating positive collaboration and
mutual benefits for communities, governments and developers. Better communication
and consultation will be essential to negotiate a path through the multitude of
differing knowledge, views and expectations amongst stakeholders of the coal seam
gas extraction industry.534
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Mr Scott Lee, Director, Environment and Planning, Wingecarribee Shire Council, Evidence,
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The coal seam gas industry itself agrees. According to Mr Rick Wilkinson, Chief Operating
Officer, Fastern Australia, Australian Petroleum Production and Exploration Association
(APPEA), the industry cannot ‘under-do’ community engagement:

...you cannot under-do the communication with the communities; you cannot under-
do the transparency of information; you cannot under-do the listening to the local
communities as to where their preferences lie. That is a very important point, and a
clear lesson from Queensland. It is almost one of those requirements that you cannot
completely fulfil. I would encourage every operator in that environment to do that.
Openness and transparency is a very important part, because what we are trying to do
here is build trust, to build respect for each other.>%

Indeed, all of the coal seam gas companies who appeared before the Committee expressed a
strong commitment to community engagement. For example, Mr Mike Moraza, Group
General Manager, Upstream Gas, AGL Energy, declared: ‘We are firmly committed to
engaging with the communities in which we work and providing them with factual
information about our projects’” Santos also maintained this commitment, noting that ‘a
social licence to operate... is based on respectful, open and honest communications and

ongoing consultations with landowners, community groups and community leaders’.””’

Are communities being appropriately engaged?

Despite the consensus on the need for community engagement, the Committee received
extensive evidence suggesting that community engagement was neither appropriate nor
constructive.

Many Inquiry participants said they felt as though the approval of coal seam gas developments
was effectively a ‘done deal’. According to Ms Alison Dench, Deputy General Manager,
Wollondilly Shire Council: ‘Consultation occurs after a critical works have happened rather
than at the exploratory stage: That is when it needs to happen. Often community perception is
that there seems to be—with approvals—a done deal’.””®

This view was shared by Mr Peter Townsley of Stop CSG Illawarra who argued that no real
efforts were made for meaningful community consultation over a proposed development in
the Illawarra region, despite community requests:

We managed to establish a private consultation with some of the Stop CSG members
in Thirroul in about the end of May this year where we ran through our concerns.
There was some words said that would suggest that they wanted to work with the
community but basically the attitude of the group was: It is a done deal; it is a question
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of how we go ahead with this; we don’t really want to upset the residents. But there
were no moves really for any interactive, progressive consultation.>3

Inquiry participants informed the Committee that communities are being ‘told” rather than
consulted about proposed activities. Ms Judi Sheedy, a representative of the NSW Farmers’
Association in the Gunnedah district, maintained: “We are being told what is happening. We
are not experiencing consultation”.”*’ This was echoed by Ms Alison Topaz and Ms Carmela
Donato, who criticised Dart Energy for “telling us” how it would be’, and declared that ‘this

is NOT consultation. It is insulting and alarming’.541

Mr Peter Gett, a Narrabri farmer whose property is currently home to three wells, suggested,
however, that sincere efforts were being made by coal seam gas companies to engage with the
community, particularly by Eastern Star Gas within his area, but that very few people were
taking up these opportunities:

I did go to the last [public meeting] they had at the Crossing Theatre. They had
drilling stuff and cases just to show people what they were doing. They had great
diagrams showing what is going on underneath the earth so people could understand.
I was very disappointed with the amount of people who turned up to see it... When 1
was there I think there was four [people]... People can go crook, but if they want to
know they should show up. I think Eastern Star Gas went right out of its way to do
that. I was disappointed with the people who were there.542

Ms Sheedy contended, however, that for all the information sessions and community events
planned by coal seam gas company Santos, none of them involved genuine ‘two-way
communication’ where the community’s concerns were not only heard but acted upon:

...they might have an information session where they will be available for four hours.
They will bring their experts and it is in a hall and people walk round and ask
questions on an individual basis. Our argument is that you do not know what you do
not know. So it is difficult to know what questions to ask. So with public pressure
occasionally they would have a public meeting. The benefit of that is that you get to
learn from one another and ask questions. Not everyone is as outspoken as another.
But even at those meetings Santos representatives would stand up and tell us what is
happening. We might ask some questions and that is the end of it. There is no give or
take, listening or hearing or actually making any changes to what the community
actually wants. Another example of Santos’ communication is small, guided
conversations... Again, you went along and were told what was happening and there
was no consultation. Hssentially, there is not a two-way communication, which is
consultation.>*3
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The Committee heard on several occasions that the industry has failed to listen to local
people, with their invaluable local knowledge, for example in the siting of gas wells. According
to Ms Jon-Maree Baker, Executive Officer, Namoi Water:

I will take my Namoi Water hat off and put my farmer hat on. We live next door to a
coal seam gas well site... During the flood the position of the well head was in a
floodway and the chemicals that left on site leached into the waterway. That whole
well head site went under water during the flood. They were warned of that by the
people whose land that well head sits on... They did not heed the caution and they
did not take notice of the local knowledge and information.5+4

Some Inquiry participants remarked that many gas companies see community consultation as

‘an event’ rather than a process which requires ongoing dialogue and interaction. According to
Ms Dench:

We believe that engagement is a process, it is not an event. And it is something that
mining companies see as particular events. We believe there needs to be ongoing
dialogue by companies who are doing mining with our communities. We need to be
involved because it is a major role of local government to consult with the
communities.>*

Some gas companies insisted, however, that this was not the case and that extensive programs
have been established to engage with the local community. For example, AGL Energy stated
that it regularly consults with landholders, neighbours, local communities, local councils and
relevant government agencies ‘during all stages of its exploration activities’ to enable AGL to
factor community feedback into its decisions and to ensure that factual information is
available for those who need to make informed decisions about projects.”*

Some questioned, however, the commitment and willingness of coal seam gas companies to
part with information and answer the community’s questions. Ms Jacinta Green of Stop CSG
Sydney expressed her frustration at the futile efforts her group has made to obtain basic
information from Dart Energy:

The reason I started talking to government departments and started ringing up and
making a pest of myself was because we were not getting the answers out of Dart. We
tried. We tried for months to get answers and we are still not getting the answers that
we want. We have not even been asking the big picture questions... they were very
basic questions...The biggest thing that we have struggled with is getting answers.
Someone answer my questions.>#

In response to these concerns, Mr Robbert de Weijer, Chief Executive Officer, Dart Energy,
Australia, gave assurances that ‘we are very committed to being transparent. Are we perfect?

544 Ms Jon-Maree Baker, Executive Officer, Namoi Water, Evidence, 16 November 2011, p 61.
545 Ms Dench, Evidence, 9 December 2011, p 9.

36 Answers to supplementary questions, received 21 December 2011, Mr Mike Moraza, Group
General Manager Upstream Gas, AGL Energy, Question 1, p 2.

547 Ms Jacinta Green, Stop CSG Sydney, Evidence, 8 December 2011, pp 47 and 49.
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Probably not, so we are always open to learning...We are certainly committed to providing as

much information as we can... we want to be very open about what we share’.”*

United Myall Residents Against Gas Extraction described a similar experience, contending
that landholders within their area had not received any public information by coal seam gas
company Pangaea Resources, despite Pangaea’s claims that ‘it has a strong record of providing
public information, cooperation with local landholders and environmental protection’. The
United Myall Residents group further argued that ‘all approaches by Pangaea have been to

individual landholders accompanied by grossly misleading information’.>*

Other Inquiry participants also suggested that coal seam gas companies are approaching
community engagement with a ‘divide and conquer’ attitude, seeking to deal with individuals
rather than whole communities.”™ For the Lock the Gate Alliance, ‘the general reluctance to
meet with groups of neighbouring landholders reflects the industry’s arrogant “divide and
conquer” mentality that many landholders find distasteful’.”

Community participation in the planning and approval process

Some Inquiry participants suggested that the planning and approval process itself does not
facilitate full community participation. For example, a number of Inquiry participants said they
were unaware of applications being lodged for exploration licences in their area and had
limited opportunity to contribute to the assessment of these applications. Indeed, according to
Mr John Whitehouse, Solicitor and Fellow in Environmental Studies at Macquarie University,
the process of allocating exploration licences is ‘somewhat obscure’, requiring little public
involvement.”

Mr Jeff Lawrence, Director, Planning and Environment, Campbelltown City Council,
commented that it was ‘really disappointing’ that ‘sometimes through the statutory planning
and consultation processes opportunities are missed for the public or the general community
to have an involvement in perhaps contributing to the determination of an application about a
gas extraction facility’.” Mr Lawrence cited the example of a modification application to the
Camden gas project which proposed an additional well. Council were able to put in a
submission but was told by the Department of Planning and Infrastructure that it would not
be proceeding to public exhibition, thereby leaving the wider community with no knowledge
of or opportunity to voice concerns about the proposal.”*
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Other Inquiry participants also appealed for greater community consultation early on in
discussions for the development of a particular area and prior to any assessment of a project
application. For example, Mr Gerard Tuckerman, Manager Natural Systems, Great Lakes
Council, said: “Yes indeed, the eatlier you can do it the better. Once it is let go, then
unfortunately the science is lost in an environment of fear. So yes, it should take place early
on’.”

Some Inquiry participants higrhlighted the inadequacy of public notification requirements
once an application is approved and an exploration licence granted. Mr Whitehouse explained

that notice is only required to be given through the local newspaper and not directly to the
landholder:

...there is absolutely no public notification of the granting of an EL other than the
cryptic little notices in the newspaper, which, if you have ever seen, are unintelligible.
A property owner or a citizen would have no idea that their property has been
granted. Even when you look at some of them, if you see there is an EL granted for
all of metropolitan Sydney, how it relates to your house in Blacktown, nobody has the
slightest idea.>>¢

The United Myall Residents Against Gas Exploration also called for ‘urgent attention’ to be
given to the fact that ‘property owners are not notified of exploration licences granted over

their properties’.”’

The Committee was advised by Mr Nari Sahukar, Acting Policy Director, Environmental
Defender’s Office, that the Office had conducted ten workshops about coal seam gas in the
past year during which a number of key concerns were raised, including the lack of
notification and consultation regarding exploration licences, and confusion about the
assessment and approval process and the limited role of landholders in that process.558 The
legislative and regulatory framework governing coal seam gas developments will be considered
in greater detail in the final Chapter.

The coal seam gas industry acknowledged that there is scope for improvement within the
system to better facilitate community input during the assessment of exploration licence
applications, and to allow greater access to decisions once made. For example, AGL Energy
asserted that ‘greater, more transparent community consultation rights in relation to the
assessment of petroleum exploration’ should be introduced, and that it supports the creation
of an online register of all assessments and determinations relating to petroleum exploration.””

To this end, the NSW Government announced in July 2011 that it was developing a new
online resource to provide details of licence approval and conditions documents, commenting
that communities need access to as much information about the approvals process as possible
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Mr Gerard Tuckerman, Manager Natural Systems, Great Lakes Council, Evidence, 31 October
2011, p 6.

Mr Whitehouse, Evidence, 7 October 2011, p 4.
Submission 45, p 9.

Mr Nari Sahukar, Acting Policy Director, Environmental Defender’s Office, Evidence, 8 December
2011, p 9.

Answers to supplementary questions, received 21 December 2011, Mr Moraza, Question 1, p 3.
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in order to come to informed conclusions about coal seam gas. The NSW Government
declared that ‘the level of public access we will be providing is unprecedented’.*

Some Inquiry participants said that there is no provision for the community to comment on
applications to renew exploration licences. According to Ms Jacinta Green, Stop CSG Sydney:

As a renewal, the community has no means of raising issues about the initial
inadequacy of the approval documents. As a renewal, the community has no means of
raising issues about the review of environmental factors that remain unanswered by
Dart Energy. As a renewal, the community has no means of raising concerns that the
licensing conditions have been breached not once but twice by the companies
involved. As an existing licence, the community was not informed that the renewal
was underway.>0!

The Committee notes that the NSW Government has introduced new community
consultation requirements which will be examined later in the Chapter.

Criticism of community consultation committees

Other Inquiry participants discussed the value of community consultation committees as a
means for the community to have direct input to coal seam gas developments in their local
area. According to Mr Michael Johnsen, who appeared both as a resident of Scone and as a
Councillor on the Upper Hunter Shire Council, community consultation committees are
comprised of ‘local government representatives and community members of no particular
background who simply have an interest in ensuring that the processes that take place... are
carried out propetly, transparently and essentially to the benefit of the community’.”” In
addition, community consultation committees also include representation from the coal seam
gas company seeking to develop in that area.

Some, such as Cr John Rosenbaum, Deputy Mayor of Gloucester Shire Council, suggested
that community consultation committees do not allow for a willing exchange of information:
“They only give as much information as they want to. No more’.”” In addition, Mr Graeme
Healy, Chairperson, Barrington-Gloucester-Stroud Preservation Alliance, remarked that
community consultation committees have a limited ability to extract information, amongst a
host of other problems with this type of forum.”**

Mr Healy questioned the effectiveness of community consultation committees as #he model for
complete and thorough community engagement on an issue, given that such committees are
constituted with a narrow focus and have restricted scope. Furthermore, Mr Healy indicated
that a committee’s effectiveness is often dependent on the quality of people on the committee:

Hon Chris Hartcher MP, Minister for Resources and Energy, ‘NSW Govt has listened and acted:
Tough new conditions for coal and coal seam gas’, Media Release, 21 July 2011.

Ms Green, Evidence, 8 December 2011, p 46.

Mr Michael Johnsen, Scone resident and Councillor, Upper Hunter Shire Council, Evidence, 31
October 2011, p 50.

Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council, Evidence, 31 October 2011, p 9.

Mr Graeme Healy, Chairperson, Barrington-Gloucester-Stroud Preservation Alliance, Evidence,
31 October 2011, p 22.
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...the real issues of serious consultation and the effectiveness of community
consultative committees need to be addressed. At various times over the last few years
the various Ministers responsible for these things have held these up to be the be all
and end all in the way that members of the community can resolve their difficulties
with the company and have all the issues explained to them and really seek
information. The community consultative committees are constituted with narrow
terms of reference, even with an independent chairman as someone mentioned
before, and their scope, their authority to influence and their ability to extract
information is quite limited. Really their effectiveness often tends on the quality of the
people on the committee and whether they are prepared to stand up and push the
issue. I would encourage this Committee to look at the issue of community
consultative committees because it is not working effectively in respect of coal or coal
seam gas.>%>

Cr Jerry Germon from Gloucester Shire Council, and herself a member of the AGL
Resources Community Consultation Committee, also raised the point that, even when a
community consultation committee resolves to act, communities are uneasy because the
process is so slow:

I have only just come on the committee. Just going back through the minutes you can
see they have been given the heave-ho to get something done, particularly to put into
place a means of letting the community know what is going on. It might take two or
three meetings before anything actually happens. I think it worries people that the
process is so slow.>00

Engaging local government and indigenous communities

8.34 The Committee was told by a number of Inquiry participants that the industry and
Government have not appropriately engaged key stakeholders, such as local government and
indigenous communities, in making decisions about the development of coal seam gas in New
South Wales.

Local government

8.35 According to Ms Dench of Wollondilly Shire Council, local government is an ‘exceptional
stakeholder’ because ‘we are the clearing house for our communities’ views and we are also
the holders of local knowledge for our community’.>’

8.36 The Committee consistently heard from local councils that they were not being consulted or
even informed of coal seam gas activities in their area. According to Ms Schiff of Great Lakes
Council:

565 Mr Healy, Evidence, 31 October 2011, p 22.
566 Cr Jerry Germon, Gloucester Shire Council, Evidence, 31 October 2011, p 8.
567 Ms Dench, Evidence, 9 December 2011, p 9.
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We have not had any level of engagement with that company at all; save for a phone
call that I made to them last week saying we had not heard anything from them. We
were given a leaflet across our front counter some months ago saying that exploration
would be undertaken by seismic survey within road reserves. Other than that, we have
heard nothing from them. 568

Cr Adam Marshall, appearing as Mayor of Gunnedah Shire Council argued that, despite local
government being the custodians of many of the public assets used by coal seam gas
companies, ‘there seems to be no consultation with local government’ to ensure that any
issues with those assets are adequately addressed.””

Cr Marshall illustrated this point through the example of an approval that had been given for a
pilot well to be placed within 100 metres of the town’s water supply bores, without the
Council’s knowledge. Cr Marshall informed the Committee that Council had only found out
about the approval through ‘a very savvy resident who actually was looking on the Australian
Stock Exchange website and found that news via public announcement through the stock
exchange’.””

Cr Marshall described this situation as ‘highly embarrassing” and ‘detrimental’ to developing
good working relationships between all of the stakeholders involved:

Often councils are the last to find out when companies are awarded exploration
licences or PELs are released across the region. Not only is that highly embarrassing;
it also is very detrimental to developing a good working relationship between local
councils and the State Government and also between councils and companies.>’!

Some Inquiry participants argued that the planning system needs to formalise a role for local
government in its processes. As stated by Mr Johnsen, coal seam activities need to be
regulated and monitored ‘with 100 per cent local input from day one. You need to make sure

that the councils and local communities are front and centre in any piece of legislation’.5 7z

The Local Government and Shires Associations agreed, recommending that relevant State
government agencies assessing coal seam gas applications should formally consult with local
councils before any determinations are made.”” This view is also reflected by the Barrington-
Gloucester-Stroud Preservation Alliance, who said that ‘a totally new planning procedure is
required, one that incorporates local government into the planning process while ensuring that

the necessary level of technical expertise is available’.”™

Mr Johnsen pointed to the potential for Regional Organisations of Councils to play an active
role in the assessment and approval of coal seam gas development applications:
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Ms Schiff, Evidence, 31 October 2011, p 7.

Cr Adam Marshall, Mayor, Gunnedah Shire Council, Evidence, 16 November 2011, p 5.
Cr Marshall, Evidence, 16 November 2011, p 5.

Cr Marshall, Evidence, 16 November 2011, p 5.

Mr Johnsen, Evidence, 31 October 2011, p 49.

Submission 587, p 10.

Submission 272, Barrington-Gloucester-Stroud Preservation Alliance, p 10.
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I think through the regional organisations of councils—and it is well recognised that
there is, in the Hunter councils, a plethora of examples of good working models of
regional organisations of councils—there is no reason why, collectively, a local
government area should not have input as well.>”>

Some coal seam gas companies, however, contended that they have made efforts to involve
local government in their plans for coal seam gas development. For example, Mr Sam Crafter,
Manager, Community and Government Relations NSW, Santos, advised that Santos is
working ‘very closely” with local governments in their regions: ‘We regularly brief the mayors
and the councils; we are engaged with them. We are keen to work with them as to the best

. . 5
ways to conduct those community investments’.”

While the NSW Government did not comment on the role of local government during the
course of the Inquiry, it has since released its Guideline for community consultation requirements for
exploration of coal and petrolenm, including coal seam gas, which includes requirements for contact
with local councils. The Guideline will be discussed in further detail later in the Chapter.

Indigenous communities

Inquiry participants suggested indigenous communities have been excluded in the decision
making process surrounding coal seam gas developments and that greater input from these
communities should be sought.

According to Mr Warren Mundine, Chief Executive Officer, Native Title Services Corp,
consultation and communication are ‘one of the failings of what has been happening so far
within the coal seam gas industry, that is proper engagement when dealing with traditional
land owners’.””” This view was echoed by Mr Michael Anderson, a traditional land owner from
the Gomeroi Nation, who stated that he found it ‘extraordinary that we are not included in the

: . 578
process and considerations’.”

Mr Mundine informed the Committee that, because traditional owner groups have not been
properly approached, mistrust has arisen despite the potential benefits of the industry to
indigenous communities, such as employment. Mr Mundine conceded that coal seam gas

companies ‘will have to do a lot of work in that area’.””

However, coal seam gas company Metgasco advised that it had actively engaged with local
indigenous groups and currently has a gas well operating on Boolangal LLand Council land.
Metgasco explained that before drilling any well, it invites a representative from the local
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Mr Johnsen, Evidence, 31 October 2011, p 50.

Mr Sam Crafter, Manager, Community and Government Relations NSW, Santos, Evidence, 17
November 2011, p 10.

Mr Warren Mundine, Chief Executive Officer, Native Title Services Corp, Evidence, 12 December
2011, p 42.

Mr Michael Anderson, traditional land owner, Gomeroi Nation, Evidence, 16 November 2011,
p 13.

Mr Mundine, Evidence, 12 December 2011, p 44.
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native title group to conduct a cultural heritage survey to ensure that areas of cultural
significance are recognised.”

For Mr Craig Trindall, a traditional land owner from the Gomeroi Nation, engagement with
traditional owners is ‘integral’ in any development of policy, implementation of programs or
commercial practices affecting traditional owner lands: “‘We are the people who should be able
to makes decisions about what will work and what will benefit our community’.”

Mr Trindall stressed that indigenous communities must be engaged from the outset and not
after policies have been drafted or decisions have been made:

We recommend that we sit down to with government and industry to develop an
effective engagement strategy so that we do business right from the outset, not after
policies have been drafted without our input.>82

Indeed, Mr Anderson suggested that traditional land owners want to — and should be — part of
the decision making process, given the cultural and spiritual ties to the land:

We want to develop our land. We want to be part of the process of decision making
that allows us to have an impact on the process of planning within the communities
and country. No matter how much land is cleared, no matter how much work is done
to erase the memory and cultural contact to our country, we will never forget it. You
can clear as much land as you want and dig as many holes as you want but you will
never take away the memory of where those things are.>83

Mr Anderson did acknowledge, however, the current dilemma faced by indigenous
communities who, on the one hand, want to preserve and protect their culture and beliefs but
on the other, seek to contribute to and benefit from sustainable economic development.”™
Both Mr Anderson and Mr Trindall agreed that this conflict could only be resolved by active
engagement with industry and government and a clear understanding that any resolution
cannot come ‘at the expense of the people who live on the land and need that land’.”®

Recent Government initiatives to engage with indigenous communities will be examined in
the following section.

Committee comment

The Committee acknowledges that the community has an important role to play in the
development of the coal seam gas industry in New South Wales and notes that in many
instances community consultation has been inconsistent, poorly timed and provided limited
opportunity for engagement. In particular, the views of local government and indigenous
communities must be given greater consideration by the industry and the Government.

Submission 287, Metgasco, p 24.

Mr Craig Trindall, Traditional land owner, Gomeroi Nation, Evidence, 16 November 2011, p 13.
Mr Trindall, Evidence, 16 November 2011, p 13.

Mr Anderson, Evidence, 16 November 2011, p 13.

Mr Anderson, Evidence, 16 November 2011, p 13.

Mr Anderson, Evidence, 16 November 2011, p 13.
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As noted previously, community engagement encapsulates a range of activities, from
information dissemination to seeking feedback to shared decision making. Of these, Inquiry
participants made specific suggestions to strengthen information dissemination. In addition,
the NSW Government has taken a number of steps to address community engagement.

Suggestions to strengthen information dissemination

At the very least, Inquiry participants called for better information dissemination as the first
step towards adequate community engagement. Some Inquiry participants suggested that the
NSW Government needs to play a more active role in disseminating information.

When questioned whether the NSW Government would consider an information campaign to
provide objective information about key elements of the coal seam gas industry, Mr Mark
Paterson, Director General of the Department of Trade and Investment, Regional
Infrastructure and Services (DTIRIS) replied that he would be ‘happy’ to raise the suggestion
with his Minister and the Minister for Primary Industries.”

Aside from conducting an information campaign, some Inquiry participants suggested that the
role of the NSW Government in disseminating information should take the form of a stronger
presence in the regions. According to Cr Marshall of Gunnedah Shire Council:

There needs to be a stronger presence in the region of the various Government
departments responsible for regulating the activities of coal seam gas companies...I
am not saying that the silver bullet is having a strong presence of Government
departments in the region but there needs to be a strong presence from the level of
Government in the region that is the consenting and regulatory authority for these
companies. If people have questions or want advice there should be people in the
region that they can go to and ask the questions before exploration occurs: What is
the process for project applications and consents being granted? There is no one in
the region who can answer the questions.>’

Some local government representatives suggested that providing better information to the
community would require providing better information to local government. For example,
Cr Whipper suggested that ‘the model for communication should start at the top in terms of
involving local government right from the very beginning and then, with that, local

government putting a model in place that might be specific to that local government area’.”®

Other Inquiry participants, such as Ms Schiff, argued that the NSW Government should lead
community engagement by providing access to experts, including scientists, who can answer
their questions on the impacts of coal seam gas activities. Ms Schiff asserted that this service
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Mr Mark Paterson, Director General, Department of Trade and Investment, Regional
Infrastructure and Setvices, Evidence, 17 November 2011, p 50.

Cr Marshall, Evidence, 16 November 2011, p 6.
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should be funded by the NSW Government,”™ a view also shared by Cr Germon from
Gloucester Shire Council.”

Some Inquiry participants recommended that there should be an independent authority, such
as a mineral resources ombudsman or a coal seam gas commissioner, who communities could
look to for information. For example, Mr Johnsen suggested that an ombudsman could be
‘someone the community can rely on’.””' Likewise, Mr Peter Henderson, Managing Director of
Metgasco proposed that a commissioner would be akin to ‘having someone in government
who knows how government works and who can explain to the people how the regulations fit
together and the checks and balances would add value’” The idea of establishing an
independent authority in this capacity is explored in Chapter 13.

In relation to broader measures to improve community engagement, the Committee received
limited evidence on the specific measures that should be put in place to facilitate community
input. Some local councils advised the Committee of community engagement initiatives that
they have undertaken and suggested that many of these strategies could be applied to
consultation on coal seam gas issues. For example, Ms Dench of Wollondilly Shire Council
commented on her Council’s community engagement framework:

We have developed community forums; we developed discussion papers ... we have
sessions where it is at different times of the day—often on the weekend ... we also try
and engage our young people... we have advisory groups of council, which represent
different sectors in our community ...>%

The Local Government and Shires Associations suggested that a review of existing legislation
may be necessary to provide for and formalise more effective communication between the
Government, industry and the community.”

Response to concerns about community engagement

In its submission to the Inquiry, the NSW Government identified a number of new policy
requirements and initiatives to address the concerns surrounding community engagement.
These include:

. a requirement now in place for public comment on all new coal seam gas exploration
licence applications

. a requirement for development applicants to place advertisements in local newspapers
showing the location of the application area and where information can be obtained,
including the Landholders Rights brochure published by the Department of Primary
Industries

Ms Schiff, Evidence, 31 October 2011, p 6.

Cr Germon, Evidence, 31 October 2011, p 6.
Mr Johnsen, Evidence, 31 October 2011, p 49.
Mr Henderson, 8 December 2011, p 44-45.
Ms Dench, Evidence, p 11.

Submission 587, p 10.
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. new enhanced community consultation requirements as a condition of exploration
: 595
licences.™

During the NSW Government’s evidence to the Committee it was not clear what these
measures entailed. For example, no further detail was provided to explain what the ‘new
enhanced community consultation requirements’ for exploration licences would be, nor
whether, as discussed eatrlier, the requirements for public comment extends to renewal
licences as well as all new licences.

The NSW Government has since announced new requirements for licence holders to ensure
effective community consultation, declaring that ‘community engagement must be at the
forefront of any proposed activity’.”” In March 2012, the NSW Government released the
Guideline for community consultation requirements for the exploration of coal and petrolenm, including coal
seam gas as part of its draft Strategic Regional L.and Use Policy. The NSW Government stated
that the Guideline works ‘to improve interactions between communities and coal seam gas
explorers’, and are a means of ‘ensuring communities have a say... and are fully informed of

. . . 597
projects in their area’.’

The Guideline explains the Community Consultation Condition and sets out the requirements
a licence holder must comply with as part of this Condition. These new requirements include
detailed advertisement of applications for exploration licences, evidence of effective
community consultation, annual report of community consultation, including how complaints
and feedback are dealt with, and contact with local councils within the licence area.”” The
Guideline also provides access to template and reporting guides to assist in meeting these new
requirements.””

In particular, the Guideline suggests a range of consultation methods that could be undertaken
by coal seam gas companies. This includes the establishment of a ‘shop front’ in country
towns of affected areas as a ‘simple, straightforward way’ of liaising with the community and

explaining ‘what plans the company has and of answering questions’.*"

The NSW Government also released the Draft Code of Practice for Coal Seam Gas Exploration,
which establishes a best practice framework covering community relations and landholder
involvement, among other issues. The NSW Government advised that the Draft Code is ‘a
landmark requirement that will apply to licence holders to ensure strong standards are set for
the CSG industry during the exploration stage’. The Draft Code ‘sets mandatory minimum
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Submission 642, pp 22 and 26.

Hon Chris Hartcher MP, Minister for Resources and Energy, “Tougher controls on CSG’, Media
Release, 6 March 2012.

Hon Chris Hartcher MP, Minister for Resources and Energy, “Tougher controls on CSG’, Media
Release, 6 March 2012.

Hon Chris Hartcher MP, Minister for Resources and Energy, “Tougher controls on CSG’, Media
Release, 6 March 2012.

NSW Government, Guideline for community consultation requirements for the exploration of coal and petrolenm,
including coal seam gas, March 2012.

NSW Government, Guideline for community consultation requirements for the exploration of coal and petrolenm,
including coal seam gas, March 2012, p 3.
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standards for coal seam gas exploration licence holders’ at the same time as it encourages

‘exploration licence holders to institute “best practice” models for operation’. 6ot

Further to the requirements set out in the Petroleurn: (Onshore) Act 1991, the Draft Code outlines
specific obligations such as requiring licence holders to follow up written contact with
landholders with a meeting in person, and to keep landholders informed of progress and
variations in exploration activities."”

In addition, the Draft Code outlines expectations for ‘good consultation” with communities,
including ‘setting up channels of communication that allow good community feedback’ and
maintaining a register of complaints. The Draft Code also suggests a number of other
measures including the establishment of a Community Consultative Committee, setting up a
‘shop front’ in affected areas to liaise with local residents, or appointing a community liaison
officer.””

The Committee notes that in its recently released draft Strategic Regional Land Use Plan for
the Upper Hunter region, the NSW Government acknowledged that indigenous communities
are a significant stakeholder in the growth of the coal seam gas industry. They advised that
guidelines are being developed to ensure ‘the eatly and thorough consideration of Aboriginal
cultural heritage in the assessment process’, and will ‘highlight the importance of consulting
with Aboriginal people in determining the significance of places and objects to Aboriginal

people, including the significance of proposed impacts’.**

Committee comment

The Committee acknowledges the call for more genuine engagement of the community on
coal seam gas developments across the State. While the Committee agrees that coal seam gas
companies should be more accessible to regional communities, such as by establishing ‘shop
fronts’ in regional areas, the Committee believes that the NSW Government should also have
a greater presence in the regions. The Committee therefore recommends that the NSW
Government establish regional ‘shop fronts’ to provide a more accessible point of contact for
the communities most affected by coal seam gas development. These ‘shop fronts’ would
enable community members to seek information and advice on the development of coal seam
gas, such as the ‘science’ behind coal seam gas, and the licensing and planning approval
processes. The staffing of these ‘shop fronts’ is addressed in Chapter 9 (Recommendation 20)
and Chapter 13 (Recommendation 33).

Recommendation 13

That the NSW Government establish ‘shop fronts’ to provide information and advice in the
regions most affected by coal seam gas development.
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The Committee notes the recent community engagement measures announced by the NSW
Government, namely the Guideline for community consultation requirements for the exploration of coal
and petrolenm, including coal seam gas and the Draft Code of Practice for Coal Seam Gas Exploration.
However, the Committee questions whether some of the provisions in the Guideline and
Draft Code should be strengthened so that they become mandatory rather than optional. For
example, the Committee believes that it should be mandatory for coal seam gas companies to
pay all reasonable legal costs in relation to an access agreement. This is discussed further in the
tollowing Chapter.

As part of these measures, the Government has introduced a new requirement for coal seam
gas companies to notify relevant local councils that a petroleum exploration licence has been
issued over their local government areas. The Committee believes that such notification
requirements should not be the sole responsibility of coal seam gas companies. The
Committee believes that DTIRIS, as the licensing authority, should notify the relevant local
councils as soon as a petroleum exploration licence application is made over their area.
DTIRIS should advise councils to expect contact from the licence holder, at which point
further information on the licence holdet’s plans will be provided.

Recommendation 14

That the NSW Government require the Department of Trade and Investment, Regional
Infrastructure and Services to notify relevant local councils as soon as a petroleum
exploration licence application is made over their local government areas.

8.76

The Committee considers that the NSW Government should ensure that community
consultation takes place when an application is made for a new exploration licence, as well as
when an application is made for a licence to be renewed. At both these points, the
NSW Government should implement the community consultation process as outlined in the

Draft Code of Practice for Coal Seam Gas Exploration.

Recommendation 15

That the NSW Government implement the community consultation process as outlined in
the Draft Code of Practice for Coal Seam Gas Exploration at the point of exploration licence
application and on renewal.
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Chapter 9  Landholders

This Chapter discusses several issues of particular concern to landholders whose properties are subject
to coal seam gas exploration or production. This includes landholder rights to veto access, the nature
and negotiation of access agreements, the adequacy of compensation, and the role of arbitration. The
impact of coal seam gas development on property values is also discussed.

Legal rights of landholders

9.1

9.2

9.3

9.4

In New South Wales, the Crown owns all mineral and petroleum resources, and the NSW
Government on behalf of the Crown, licenses coal seam gas companies to prospect for those

605 : .
resources.”” As such, the Government has ‘an obligation to ensure these resources are

effectively and responsibly explored for the potential benefit of the State’.*”

This obligation needs to be balanced with the rights of landholders who own the surface of
the land. The legislation governing the exploration and production of coal seam gas
development in New South Wales — the Petrolenm (Onshore) Act 1991 — therefore contains
provisions to protect landholder rights during the exploration and production stages.

Exploration

Exploration of coal seam gas in New South Wales is regulated under the Petrolenns (Onshore) Act
71991. Under the Act, petroleum prospecting titles are issued for the purpose of identifying the
quantity and quality of petroleum resources and to determine the viability of proceeding to
extract and produce that resource. Prospecting titles include petroleum exploration licences,
petroleum special prospecting authorities and petroleum assessment leases.”” For the
purposes of this Chapter, references are specifically made to petroleum exploration licences
and licence holders rather than prospecting titles in general.

The key rights of landholders and the requirements of exploration licence holders under the
Petroleum (Onshore) Act are as follows:

. If a licence holder secks to enter a property, a written notice detailing the licence
holder’s intention to obtain an access agreement must be served.

. A licence holder and landholder must reach an access agreement in order for any
exploration activity to take place.

. If an access agreement is not reached within 28 days of serving the notice of intention,
an arbitrator may be appointed, whose role is to facilitate a conciliated agreement. If an
agreement still cannot be reached, the arbitrator is bound to make a decision on access
arrangements. This initial decision is known as an ‘interim determination’ to allow for it

Submission 642, NSW Government, p 28; Department of Trade and Investment, Regional
Infrastructure and Services, Draft Code of Practice for Coal Seam Gas Exploration, 2012, p 6.

Submission 642, NSW Government, p 28.

Department of Primary Industries, ‘Landholders rights, access arrangements and compensation
under the Petrolenm (Onshore) — Act 1997, accessed 5 March 2011,
<www.dpi.nsw.gov.au/minerals/titles/landholders-rights/petroleum_onshore_act_1991>.
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to be varied by either the landholder or licence holder subject to the agreement of both
parties. If, within 14 days, no agreed variation is made to the interim determination, the
determination becomes the arbitrator’s final determination. Either party may apply for a
review of the arbitrator’s final determination through formal appeal to the Land and
Environment Court.

. An access agreement may include arrangements for the time period which access is
permitted, parts of the land to be explored, the kinds of activity to take place, conditions
to be observed during activity, protection of the environment and compensation to the
landholder. A licence holder cannot carry out any activity other than that which is
prescribed in the access agreement.

o Compensation can be agreed to under the access agreement or determined separately.
The licence holder is liable to compensate the landholder or ‘every person having an
estate or interest’ for any loss or interference as a result of any operations conducted by
a licence holder.

° A licence holder cannot undertake any exploration activity on any land within 200
metres of a ‘dwelling-house’, within 50 metres of a garden, vineyard or orchard, or over
any improvements or valuable work/structure, except with the written consent of the

landholder.
Production
9.5 Landholders’ rights in relation to property subject to coal seam gas production are also
regulated under the Petrolenm (Onshore) Act 1991. However, under section 67, the Minister
cannot grant a production lease (licence) over land unless appropriate development consent
under the Environmental Planning and Assessment Act 1979 is in force. According to the NSW

Government, landholder rights under these circumstances are therefore ‘subject to

consideration and protection under both the POA and EP&A Act’.*”

9.6 The key rights of landholders and the requirements of production licence holders under the

Petroleum (Onshore) Act are as follows:

° A licence holder cannot carry out any mining operations or erect any works on ‘the
surface of any land which is under cultivation’,*” except with the consent of the
landholder. Cultivation for the growth and spread of pasture grasses is not considered
‘cultivation’ within the meaning of the Act.

. The Minister may, however, permit mining operations on land under cultivation, ‘if the
Minister considers that the circumstances warrant it”.""

. There is no requirement to enter into an access agreement for production.

o Provisions relating to compensation and the protection of homes and gardens (that is,
no activity within 200 metres of a home, 50 metres of a garden etc) that are applicable to
exploration licences also apply to production leases.

608 Submission 642, NSW Government, p 29.

09 Petroleum (Onshore) Act 1991, Part 5, Section 71 (1).

010 Petroleum (Onshore) Act 1991, Part 5, Section 71 (2).
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Landholder concerns

9.7

9.8

9.9

As discussed in Chapter 7, many Inquiry participants whose properties are potentially affected
by coal seam gas exploration or production expressed significant concerns about the
development of coal seam gas in New South Wales. These participants reported how strongly
they felt about the connection they have forged with their land over time, and the threat posed
by coal seam gas activity. For example, Mr Peter Epov, Chair of the Manning Alliance, said:

Many of the families of the people who live here have been here for generations. They
have worked, toiled and developed this land. It is not right, fair or decent for someone
to steamroll their property and create havoc and mayhem. It is not reasonable.o!!

Ms Leslie McQueen, a farmer from Kyogle, described how coal seam gas threatened her rights
as a landholder:

We are really strong people that live and work hard for the land. I have been on the
land all my life. This is our livelihood; this is everything. How can it be morally right
for our Government to continue to walk over landholders and limit their rights?612

Concerns over legal rights include the inability of landholders to deny licence holders access to
their land, the nature and negotiation of access agreements, and the adequacy of financial
compensation and the arbitration process to settle disputes between landholders and coal
seam gas companies. These issues are discussed in the remainder of this Chapter.

Land access issues

9.10

9.11

9.12

The absence of an absolute right for landholders to refuse access to their land — or a ‘right to
veto’ — is a source of major discontent among landholders whose land is subject to a coal
seam gas exploration licence. Other concerns include whether coal seam gas companies will
enforce their access rights.

Concerns about the inability to refuse access

Mr John Whitehouse, Solicitor and Fellow in Environmental Studies at Macquarie University,
and expert in mining and environmental law, explained that:

. subject to some exclusions, the issue is not can you get an access agreement, the
issue is how much and what are the conditions ... The owner cannot simply say “Go
away”, because the holder has a right to pursue the matter and ultimately a right to
obtain one...013

Ms Fiona Simson, President of the NSW Farmers’ Association, believes that farmers should
have the right to refuse access:
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Mr Peter Epov, Chair, Manning Alliance, Evidence, 31 October 2011, p 32.
Ms Leslie MacQueen, Member, Group Against Gas Kyogle, Evidence, 21 September 2011, p 30.

Mr John Whitehouse, Solicitor and Fellow in Environmental Studies, Macquarie University,
Evidence, 7 October 2011, p 2.
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...we continue to advocate for landholders to have the right to refuse access to
mining and coal seam gas companies. We reject the notion that it is somehow fair to
be told that your options are to “sign this document or we’ll drag you through
arbitration and have the arbitrator sign it for you”. That is essentially negotiating with
a gun to their heads and that is how our members feel. Give farmers some choice in
this process.ol#

Although Ms Simson acknowledged that ‘it is not a silver bullet’, she argued that allowing
landholders the right to say ‘no” would at the very least ‘level the playing field” and allow
landholders and licence holders to negotiate an access agreement on equal footing.’”
Mr Greg McNamara, Chairman of Norco Co-operative, indicated a similar view:

They need to be able to negotiate on equal terms and say no if they want to. I think
that is a fundamental issue in Australia. We should have the right to say no if we do
not want that on our land. At the moment no-one feels they do have that right.616

Without the right to veto, Inquiry participants agreed that their power to negotiate with coal
seam gas companies was severely constrained. According to Bellata farmer Ms Natalie Tydd,
‘you cannot negotiate from a position where you have zero power. If they have the right to

take you to arbitration as their full stop and you have nothing, how is that negotiating?”."”

Mr Michael Johnsen, who appeared in a private capacity and as a Councillor of the Upper
Hunter Shire Council, further commented on the potential for licence holders to take
advantage of landholders and the uncertainty posed by current arrangements:

There is significant angst amongst our community—there is no doubt about that—
over the potential for explorers essentially to ride roughshod over the landowner. The
balance of power seemed to lie with the explorer, importantly, on behalf of the
Crown. Perception or reality, this needs to be clarified...”"®

Other Inquiry participants described the personal impact of not being able to stop access to
their property. Ms Georgina Ramsay from the Group Against Gas Kyogle stated: ‘I live on a
place and I can have strangers come into my zone and I feel that is wrong. I do not know
these drillers. I do not know these people that will be on my land. I might fear for my

safety’.’"”

Ms Tydd expressed a similar feeling when reflecting on the outcome of a forced access
agreement:

Let’s assume I am forced to grant access to my property for the purpose of drilling a
corehole. I would have 23 pieces of equipment brought onto my property from trucks
to portaloos in addition to 16 personnel, presumably men, all unknown to me. This
operation is permitted to be carried out 200 metres from my home and will operate
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Ms Fiona Simson, President, NSW Farmers’ Association, Evidence, 17 November 2011, p 13.
Ms Simson, 17 November 2011, p 18.

Mr Greg McNamara, Chairman, Norco Co-operative Ltd, Evidence, 21 September 2011, p 37.
Ms Natalie Tydd, Local landholder, Evidence, 16 November 2011, p 52.

Mr Michael Johnsen, Resident of Scone and Cr, Upper Hunter Shire Council, 31 October 2011,
p47.

Ms Georgina Ramsay, Member, Group Against Gas Kyogle, Evidence, 21 September 2011, p 29.
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24/7 from 21 days up to 6 months. During the day I am home along with my two
small children it is also common for me to be alone at night. As a young woman who
is geographically isolated from neighbours and law enforcement I hold concerns for
my young family under these conditions.®?

Some Inquiry participants made reference to the rights of landholders in other jurisdictions,
such as Western Australia, and argued that the right to deny access to coal seam gas
development in that State, or as some have termed the ‘farmer’s veto’, should also be available
in New South Wales.””!

The Committee sought clarification from the Western Australian Minister for Mines and
Petroleum regarding the ‘farmer’s veto’ and was advised that there is no ‘farmer’s veto’ in
Western Australia for petroleum exploration and production. Under Western Australian
mining law, a landowner’s veto’ does exist but applies only to the granting of tenements for
mineral exploration and extraction on private land. Under this veto, a mining licence cannot
be granted on privately owned land without the landholder’s written consent.”

Access to cultivated land for production

Although landholders effectively cannot refuse consent for coal seam gas exploration,
landholders do have the ability to refuse consent for coal seam gas production on ‘cultivated
land’. The Petrolenm (Onshore) Act 1991 (POA) stipulates that:

The holder of a production lease must not carry out any mining operations or erect

any works on the surface of any land which is #nder cultivation except with the consent
of the landholder.?3

Some Inquiry participants called for this provision to be expanded to allow landholders to
refuse consent for exploration on cultivated land. As observed by Ms Simson:

The clear position is that currently the Onshore Petroleum Act provides for that right
of veto on cultivated land under section 71 but only for production facilities, not for
exploration. We believe that the legislation needs to be amended to enable that clause
prior to exploration and to be widened to include agricultural lands.%

Similar recommendations were made by the Environmental Defender’s Office, which
supports the ability of landholders to object to coal seam gas development on cultivated land
both at the exploration and production stage. The Environmental Defender’s Office argued
that exploration activities in themselves are potentially disruptive and damaging.*
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Ms Tydd, Evidence, 16 November 2011, p 2.

For example, Mr Drew Hutton, President, Lock the Gate Alliance, Evidence,
17 November 2011, p 27.

Correspondence from the Hon Norman Moore MLC, Minister for Mines and Petroleum, to Chair,
23 December 2011.

Petroleun (Onshore) Act 1991, Part 5, s71 (1); emphasis added.
Ms Simson, Evidence, 17 November 2011, p 18.

Answers to questions on notice taken during evidence 8 December 2011, Mr Nari Sahukar, Acting
Policy Director, Environmental Defender’s Office, p 6.
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In addition, a number of Inquiry participants raised concerns that the Act does not include a
definition for the term ‘cultivation’. In contrast, Ms Marylou Potts, a legal practitioner with
experience in advising on coal seam gas issues, advised that the Mining Act 1992 refers to
‘agricultural land’ rather than ‘cultivated’ land, and that the Mining Act contains a detailed
definition of ‘agricultural land’

...[Cultivate land] is not largely defined as, for example, agricultural land is defined in
the Mining Act. The Petroleum (Onshore) Act simply refers to cultivated land or land
under cultivation and says that that does not include pasture grasses. The Mining Act
in schedule 2 provides an entire schedule related to what is agricultural land and gives
a very good and detailed description of what is agricultural land.?

Mr Chris Magner of the Richmond Wilson Combined Water Users’ Association also drew
attention to the lack of clarity surrounding the term ‘cultivation’. Mr Magner advised that he
and his fellow farmers were unaware of the clause until recently:

Monday was the first time we had heard that there was an exemption for cultivation in
relation to a production licence. We are not yet comfortable that we have a
satisfactory definition of what that means. As farmers we know what we think
cultivation means but we would like to see a definition—if someone here today has a
definition that would be fantastic because it is unclear what cultivation means in the
exemption. We would like to see that fully spelled out.

The Environmental Defender’s Office made a number of recommendations to arrive at a
clearer definition of ‘cultivation’. For example, they suggested broadly defining the term to
avold loss of productive areas and to include ‘conservation lands’ in the clause so that
landholder consent would be required if activity was to take place on this land.*”’

In addition, the Environmental Defender’s Office proposed greater consistency between the
Petroleum (Onshore) Act and the Mining Act so that a single definition for cultivated/agricultural
land appears under both Acts. They argued that having different definitions is both
‘unnecessary and confusing’.”® This recommendation was supported by Ms Potts, who
suggested that the Mining Act definition of ‘agricultural land’ be ‘imported’ into the Petroleum
(Onshore) Act.”

Another issue raised by some Inquiry participants relates to the ability of the Minister for
Resources and Energy to override a landholder’s decision to refuse consent for production on
‘cultivated’ land. According to the Petroleun (Onshore) Act:

The Minister may, however, if the Minister considers that the circumstances warrant
it, define an area of the surface of any parcel of cultivated land on which mining
operations may be carried out or works may be erected, and may specify the nature of
the operations to be carried out or the works to be erected.63
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Ms Marylou Potts, Marylou Potts Pty Ltd, Evidence, 8 December 2011, p 73.

Answers to questions on notice taken during evidence 8 December 2011, Mr Sahukar, p 6.
Answers to questions on notice taken during evidence 8 December 2011, Mr Sahukar, p 6.
Ms Potts, Evidence, 8 December 2011, p 73.

Petrolenm (Onshore) Act 1991, Part 5, S71 (2).
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The Environmental Defender’s Office questioned the need for this ministerial override and
suggested that the Minister’s discretion to determine what is ‘cultivated’ land be transferred to
an independent body, which would be required to base its decision on clear definitions and
binding criteria. The Office also recommended that any decisions made by the independent
body to define land as ‘cultivated’ should be reviewable by the L.and and Environment Court.
In addition, the Environmental Defender’s Office proposed removing the Minister’s
discretion to allow production on cultivated land.”'

Enforcing access rights

Several Inquiry participants raised concerns about coal seam gas explorers enforcing their
access rights. The NSW Farmers’ Association advised that it had seen a letter to landholders in
the Bellata area in which a licence holder °...directly threatened to enforce its access rights in

court where landholders did not cooperate’.*”

However, a number of coal seam gas companies told the Committee that, despite having the
power to secure access for exploration, they are not enforcing their access rights, thus
negating the need for landholders to have an absolute right of veto.

Dart Energy, for example, said they have never taken a landholder to arbitration or court to
force their way onto the land.*” Mr Robbert de Weijer, Chief Executive Officer, Australia,
Dart Energy explained that ‘we have gone to the extent where one of our landholders had an

executed land access agreement, he got cold feet, he wanted to get out of it and we let him>.**

Similarly, Mr Richard Shields, External Relations Manager of Metgasco informed the
Committee that Metgasco has 300 access agreements and ‘history to date is that if a farmer did
not wish to proceed then we have respected those views and we have looked for other

landholders to participate in the industry’.*”

The industry peak body, the Australian Petroleum Production and Exploration Association
(APPEA), also reported that out of over 1,800 signed access agreements in Queensland alone,

no coal seam companies have sought ‘compulsory access’.”

The industry argued that it is in their interests to build good long-term relationships with
landholders. Mr James Baulderstone, Vice President Eastern Australia, Santos advised that
positive relationships were integral to the long-term operation of a coal seam gas
development:

Santos has made it very clear that we will not barge our way onto people’s properties...
We will work with those landholders who want to work with us in a very constructive
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Answers to questions on notice taken during evidence 8 December 2011, Mr Sahukar, p 7.
Submission 335, NSW Farmers’ Association, p 24.

Mr Jason Needham, Exploration Operations Manager Australia, Dart Energy Ltd, Evidence,
8 December 2011, p 67.

Mr Robbert de Weijer, Chief Executive Officer, Dart Energy Ltd, Evidence, 8§ December 2011,
p 67.
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and mutually beneficial way... Santos has never taken a landholder to court. It is not
our way, as the chief executive officer of Santos has said many times. It is not in our
interest to do that. We are there for 20 or 30 years. Even if we actually used our legal
rights to force a drill rig on to a site we have to have access to that site for the next 20
years, so it is in our interest to make sure we have a good relationship.637

Mr de Weijer also pointed out that another benefit of having strong relationships with
landholders is the potential for ‘word of mouth’, whereby landholders become involved with
coal seam gas development because of the positive experiences of another:

We think it is really important to have strong relationships with our landholders and
to have a reputation where we are seen as very much working together with the
landholders. That has a number of advantages. One of the last wells that we drilled,
the landholder was very pleased. Within two or three weeks of our drilling program
there were four or five of his friends who were actually saying, “Could Dart drill a well
on my land as well?”638

The NSW Government also acknowledged that coal seam gas companies rarely force access
because responsible coal seam gas companies genuinely seek long-term relationships with
landholders and do not want to create resentment:

Responsible explorers want to enter into a long-term relationship with a landholder or
group of landholders. Threats of forced arbitration or legal action if a landholder does
not agree — sometimes in the first letter an explorer issues — simply created
resentment, which is hardly the foundation to build a long-term relationship.6%

The NSW Government has addressed the rights of landholders in its recently released Draf?
Code of Practice for Coal Seam Gas Exploration. In the Draft Code, the NSW Government
observes that coal seam gas companies are ‘essentially guests on private land’."’

The Draft Code further suggests that coal seam gas companies will usually seek to operate
elsewhere if a landholder does not wish to enter into an access agreement:

The Government is opposed to the use of upfront ‘bully-boy’ tactics. CSG fields may
extend over large areas and although the explorer has an obligation to effectively
explore the whole licence area, there would usually be somewhere else within their
tenement or title for an explorer to operate.t4!

Arguments against giving landholders a ‘right of veto’

Mr Mark Paterson, Director General, Department of Trade and Investment, Regional
Infrastructure and Services (DTIRIS), suggested that granting landholders the right to veto
access to assets owned by the Crown was ‘highly risky’:
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Mr James Baulderstone, Vice President Eastern Australia, Santos, Evidence, 17 November 2011,
p 11

Mr de Weijer, Evidence, 8 December 2011 p 67.
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We are talking about access to assets of the Crown, not a right of veto on access to
the assets held by a private operator. If a right of veto was provided it could
potentially prevent access to assets of the Crown when they are not held by the person
who might have the right of veto. The Crown could decide to have a right of veto, but
giving the right of veto to a third party who does not own the asset is, in my view,
highly risky.o42

As discussed in Chapter 3, the NSW Government believes that exploration is vital to not only
assessing potential coal seam gas reserves but, more significantly, assessing potential
environmental impacts in the region. As such, it was argued that giving landholders the right
to veto over exploration would be ‘detrimental’ to assessing full environmental impacts.®”

Committee comment

The Committee acknowledges landholder concerns about their lack of veto power but notes
the Government’s position that landholders should not be able to veto access for exploration,
as this would infer an ownership over resources that belong to the Crown. In addition, the
exploration stage allows potential environmental impacts to be assessed.

However, while coal seam gas operators indicated that they will not enforce their access rights,
the Committee cannot dismiss the evidence that some operators have attempted to pressure
landholders for access, nor the possibility that these companies may force access in the future.

As such, the Committee believes that the Petroleum (Onshore) Act 1991 must to be reviewed
with a view to strengthening landholder rights. The legislation must achieve a fair balance
between the rights of landholders and coal seam gas operators in relation to land access. The
Committee considers that a comprehensive template access agreement, to be discussed in the
next section of this Chapter, will be a step forward in redressing the imbalance.

The Committee believes that, in reviewing the Act, the NSW Government should consider
harmonisation with the Mining Act 1992 it possible, particularly in addressing issues such as
the definition of ‘cultivated land’.

Recommendation 16

That the NSW Government review the Petroleum (Onshore) Act 1991 with a view to
strengthening landholder rights and achieving a fair balance between the rights of
landholders and coal seam gas operators in relation to land access, and considering
harmonisation with the Mzning Act 1992 if possible.
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Mr Mark Paterson, Director General, Department of Trade and Investment, Regional
Infrastructure and Setvices, Evidence, 12 December 2011, p 18.

Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department of Trade and
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Access agreements

9.45 As noted previously, exploration licence holders must obtain an access agreement from a
landholder before any exploration activity can be undertaken. Some Inquiry participants, such
as Ms Marylou Potts, a legal practitioner with experience in advising on coal seam gas issues,
argued that access agreements are particularly significant because ‘the landholder’s only rights
and powers in this Act are with respect to the access arrangements’.***

9.46 However, many Inquiry participants raised concerns about the content of these agreements
and their capacity to enter into such agreement given the limited understanding of their rights
and entitlements. Inquiry participants have called for a template access agreement to be
released to assist in reaching fairer outcomes for landholders.

Concerns about negotiating an access agreement

9.47 The Committee heard from many Inquiry participants who felt their capacity to negotiate fair
access agreements with licence holders was compromised by their lack of knowledge and
experience in comparison with coal seam gas companies. For example, Mr McNamara of
Norco Cooperative suggested some landholders ‘do not believe they have the negotiation
skills to say no. They are unsure and it is causing an enormous amount of pressure. They just
do not know what to do”.*”

9.48 This view was reflected by Cr Adam Marshall, Mayor of Gunnedah Shire Council, who
asserted that landholders believe they are at a ‘disadvantage™:

When negotiating a compensation agreement they feel at a disadvantage. Individual
landholders who have in the main little legal experience are trying to deal with a big
well resourced company with a team of lawyers in their back pocket. It can be
intimidating and stressful. They are not negotiating on an even playing field.o4

9.49 Similarly, Mr McNamara said: “That is why we talk about having a level playing field. Three
guys arrive or three or four dozen people—it does not matter how many it is—from a large
organisation with many resources and trained people. They are put against one farmer’.*"’

9.50 Many Inquiry participants also questioned the way in which negotiations for an access
agreement are being undertaken. NSW Farmers” Association deplored the ‘negotiation tactics’
employed by some coal seam gas companies, declaring that their practices are ‘highly
questionable at best, and at worst, misleading’. The Association explained:

NSW Farmers has had a number of landholders report explorers arriving at their
property unannounced, at times of extreme inconvenience (eg when trying to get
children up to the main road to catch the school bus), who downplay the exploration
methods and intensity of exploration (eg indicating that there will be ‘a few’ core
holes, which later emerges to be several hundred core holes), and downplay the

644 Ms Potts, Evidence, 8 December 2011, p 69.

645 Mr McNamara, Evidence, 21 September 2011, p 37.

646 Cr Adam Marshall, Mayor, Gunnedah Shire Council, Evidence, 16 November 2011, p 6.

647 Mr McNamara, Evidence, 21 September 2011, p 37.
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significance of the access agreement, and do not communicate that legal advice can be
sought (and the costs of ‘initial” advice recovered).®4

Cr John Rosenbaum, Deputy Mayor of Gloucester Shire Council, described his personal
experiences of negotiating with the numerous coal seam gas companies that have at one time
or another held the exploration licence that covers his property. He advised that when a
company initially approached him, they ‘came along and explained in brief form what was
going to happen. The brief form was to say, “We would like to explore to see if there is gas on

995 6

your property.”.**” Cr Rosenbaum explained that very little information was further provided:

There is no mention of any infrastructure. There is no mention of fraccing. There is
no mention of how many vehicles are likely to be on your place. You get over that
stage. Then they come along and get to the stage of wanting to run seismic tests...
Then 30 vehicles and 20 or 30 blokes every day are all over your farm.6%

Confidentiality clauses

Coal seam gas companies may require that all or parts of an access agreement remain
confidential. On the issue of confidentiality clauses, Mr Whitehouse said:

The issue with access agreements is that most companies require them to be
confidential. It is not only confidential as to the quantum of money involved... but
also to its actual terms. Nobody actually has a clue as to what is the standard for
operator X in a particular area and whether that is in fact one that has inbuilt
protections.®>!

Some Inquiry participants suggested that the confidential nature of these agreements breeds
suspicion because landholders cannot discuss the terms of an access agreement, and in
particular, compensation, with others who have already signed up.

A number of coal seam gas companies maintained that, while confidentiality clauses are
‘commonplace’ in access agreements, particularly those which include compensation terms,
the clause is as much for the benefit of the landholder as it is for the licence holder. This view
was expressed by Mr Mike Moraza, Group General Manager Upstream Gas, AGL Energy:

...it is often the case that landowners want that to be kept confidential because their
preference is for the nature of compensation to them on an individual basis not to be
in the public domain. It is a two-way confidentiality agreement in the sense that
neither the landowner nor AGL discloses its contents.652
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Furthermore, some companies, like Santos, suggested that they would be willing to dispense
with confidentiality if a landholder requested that they do so0.”” Dart Energy also indicated
that a confidentiality clause ‘is certainly not required from our perspective; it is mainly to
protect the landholder’s privacy’, and that it would be ‘no problem’ if a landholder asked for
the clause to be removed.”*

Concerns that an access agreement is not required for production

In addition, several Inquiry participants were concerned by the inconsistency that an access
agreement is required for exploration but not for production. Mr Whitehouse stated that
having an access agreement for one stage of coal seam development but not the other is
‘bizarre’: ‘Given the fact there is no clear distinction between exploration and production you
need to look at the consequences of that. At present you need an access agreement to explore
but you do not need one to produce, which is quite bizarre’.>

Furthermore, Ms Potts also advised that landholders do not have the legislative right to
demand an access agreement for production:

Currently the legislation provides only that the access arrangement must be entered
into before the miner begins its prospecting activities, its exploration activities. There
is no legislative requirement for the miner to enter into an access arrangement for
production activities. The assumption in the case law is that the access arrangement
will continue for the entire term that the miner is undertaking activities on that
particular land, but that is not the case according to the drafts of the access
arrangements, for example the draft of the NSW Minerals Council template. What
happens is that the term expires when the exploration expires. The landholder has no
legislative right to demand an access arrangement for production.®>

Response to concerns about access agreements

The coal seam gas industry maintained that it is in their interests to negotiate access
agreements that produce mutually beneficial outcomes. According to Mr Rick Wilkinson,
Chief Operating Officer of APPEA, the industry seeks to ‘work in coexistence’

What the industry tries to do with landholders is to create a relationship of trust such
that we are able to work in coexistence with the farmers and achieve our outcomes for
the energy industry. There are several thousand agreements reached with farmers that
indicate that we are doing that.®7

Many coal seam gas companies demonstrated this intention by informing the Committee of
the practices and processes they use to successfully negotiate an access agreement. For
example, according to Mr Moraza of AGL Energy:
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and Exploration Association, Evidence, 12 December 2011, p 33.
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It is fair to say that each and every one of the discussions or negotiations we have is
assessed on the facts and the unique circumstances that surround them. For example,
a negotiation with Elizabeth Macarthur Institute at Camden is not the same sort of

negotiation we would have with an individual landowner in, say, the Gloucester
Basin.658

Inviting landholders to seek professional legal advice on the content of an agreement was also
presented by many coal seam gas companies as a standard feature of their approach to
negotiating access agreements. For example, AGL Energy and Dart Energy both said that they
encourage landholders to have agreements independently reviewed, particularly by legal firms
who are experienced in dealing with landholder issues.””

However, a number of Inquiry participants, such as the NSW Farmers Association, contended
that there are still coal seam gas companies who are not advising landholders of their right to
seek legal advice.”” Furthermore, some Inquiry participants insist that coal seam gas
companies should cover the costs of all legal services engaged for the review of an access
agreement, rather than only be required to pay for initial legal fees under legislation.*"

Some within the industry have acknowledged the poor behaviour of some explorers in their
approach to landholders and the impact this has had on the community’s response to coal
seam gas developments. As expressed by Mr Baulderstone of Santos: “There have cleatly been
some poor practices by some companies. There is a reason why there is community disquiet
and unrest and in some cases fear from what has happened’.””

A number of coal seam gas companies, such as Santos, have pledged to be ‘a leader in the
industry and to do the right things and make sure we set the standard”.’” These companies
advised the Committee that they have standards of conduct within their organisations which
govern their approach to negotiating with landholders. For example, Santos revealed that their
induction processes for staff engaging with landholders includes a focus on the features of

.. . . . . . . . 664
positive communication — honesty, respect, courtesy, and advice ‘within your limits’.

Similarly, AGL Energy has a Code of Conduct which applies to all activities and employees,
and has a ‘dedicated land access and approvals team who are trained to interact with

landholders and local communities in a fair and respectful manner’.*®

The NSW Government told the Committee that amendments to the Petrolenn (Onshore) Act in
2010 were designed to ‘tighten up’ the way agreements are made with landholders. For
example, Mr Brad Mullard, Executive Director, Mineral Resources and Energy, DTIRIS,
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Mr Moraza, Evidence, 17 November 2011, p 63.
Mr Moraza, Evidence, 17 November 2011, p 63; Mr Needham, Evidence, 8 December 2011, p 67.

Ms Brianna Casey, Senior Policy Manager, NSW Farmers’ Association, Evidence, 17 November
2011, p 15.

Ms Potts, Evidence, 8 December 2011, p 73.
Mr Baulderstone, Evidence, 17 November 2011, p 5.
Mr Baulderstone, Evidence, 17 November 2011, p 5.

Answers to questions on notice taken during evidence 17 November 2011, Mr James Baulderstone,
Vice President Eastern Australia, Santos, Attachment 1, p 14.

Answers to supplementary questions, received 21 December 2011, Mr Mike Moraza, Group
General Manager, Upstream Gas, AGL Energy, p 3.
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advised that the definition of ‘landholder’ was clarified so that others parties who may have an
interest in the land, such as banks and easement holders, are not privy to the negotiations or
agreements made with licence holders. Mr Mullard also stated that other amendments provide
for licence holders to pay the legal fees of a landholder who seeks legal advice on an access

666
agreement.

Most significantly, however, Mr Mullard pointed to the recent legislative change requiring
access agreements between landholders and licence holders to be written.”” There was no
requirement for these agreements to be written prior to 2010.

Some Inquiry participants highlighted the importance of information in levelling the playing
field. As expressed by Mr Whitehouse:

Ultimately, you are trying to ensure that all parties, and particularly landowners, are
well informed... people need to be informed about what can be in these agreements,
what has been the experience elsewhere and probably also there needs to be some
level of information about the money involved.668

The Queensland Government has recognised this by funding a $3.6 million training program
to assist landholders in their negotiations with resource companies. The initiative is being
rolled out through FarmShed” workshops run by AgForce, a peak organisation representing
Queensland’s rural producers, and will outline to landholders their rights and responsibilities
under Queensland’s new land access laws and provide detailed explanation on how to
negotiate a successful Conduct and Compensation Agreement.””

The NSW Farmers’ Association suggested that a similar undertaking should take place in New
South Wales, recommending that the NSW Government fund the appointment of a dedicated
officer within NSW Farmers. The officer would facilitate meetings with local landholders with
respect to ‘their rights and responsibilities when dealing with exploration, mining and energy
companies’. The officer would also encourage better communication between landholders, the
Government and the coal seam gas industry. NSW Farmers is seeking funding of $150,000 per
year, which they point out is ‘a fraction’ of the funding to AgForce Queensland.®”

Calls for a template access agreement
The Committee heard on numerous occasions that a template access agreement would help to

guide and inform landholders, and provide greater assurance that all land access issues are
comprehensively considered.
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Mr Mullard, Evidence, 17 November 2011, p 45.
Mr Mullard, Evidence, 17 November 2011, p 45.
Mr Whitehouse, Evidence, 7 October 2011, p 10.
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Mr Whitehouse maintained that ‘there is a need to have some standard template for access
agreements. You are leaving a very unequal bargaining position between a major corporation

and an individual landowner’.*"".

Likewise, Cr Marshall of Gunnedah Shire Council suggested that a template access agreement
would help to assure landholders that ‘they are not being dudded” and stated that ‘it removes
the ability for neighbour to be pitted against neighbour’, highlighting the ‘corrosive impact’
coal seam gas issues are having on the community.*”

Furthermore, Ms Potts asserted that a template access agreement is needed to provide a more
neutral starting point from which negotiations can take place. She asserted that current
practice is that coal seam gas companies provide the draft agreement that is modified and
ultimately agreed upon. These drafts, Ms Potts warned, do not protect the rights of
landholders:

The drafts that I have seen which are provided by the miners certainly do not preserve
and protect the rights of the landholder under the legislation as it exists. Those rights
are written-off in the drafts which I have seen. Unless the landholder is aware of the
write-off of those rights, that write-off is irrevocable under the legislation.¢73

As such, a number of Inquiry participants, such as the NSW Farmers’ Association,
recommended that a template access agreement should include a base-level ‘minimum
standard’ to which landholders can insert or amend different clauses.””* Moreover, Mr Johnsen
from the Hunter region explained that it was not only ‘critical’ for there to be a template or
standard access agreement but that arriving at this standard must be done through an ‘open
process’ involving landholders.’”

Ms Potts suggested that the template access agreement should be structured as an ‘umbrella
agreement’, under which sub-agreements are made, for example, each time a new activity is
proposed. Ms Potts suggested this type of agreement was a common form of legal
agreement.””

Currently, there are a number of different access agreements being presented to landholders
by various coal seam gas companies. Ms Simson from the NSW Farmers’ Association
informed the Committee that they have seen ‘a huge range of access agreements’ and that
‘these agreements can range from detailed and reasonable documents to a half-pager which
allows a mining company to come on to a landholder’s property for an indefinite amount of
time in order to carry out indefinite work’."”’

Indeed, the Committee was provided with samples of access agreements drafted by Santos,
AGL Energy and Dart Energy, as well as the typical terms or requirements included in an
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agreement by Metgasco. The documents varied in the content and detail with which activities
or criteria were identified.”™

A copy of an access agreement by Leichhardt Resources was also tabled with the Committee
by Cr Katrina Humphries, Mayor of Moree Plains Shire Council, who commented on the
inadequacy of this very critical agreement.”” In relation to this agreement, Bellata farmer
Mrs Penny Blatchford stated that ‘there is nothing in this document that I would agree to’. She
contended that the agreement was ‘not acceptable in any form... so there is no way I would

sign i, 6%

Response to calls for a template access agreement

The Committee received evidence that coal seam gas companies are cognisant of the
difficulties in developing a template access agreement because they consider that the unique
circumstances of a property vary greatly. As Santos asserted: ‘We recognise that in terms of
land access and compensation, there is no “one size fits all” approach”.””'

A template access agreement is being developed with input from the NSW Farmers’
Association and APPEA. The NSW Government said that in this template ‘access
arrangement conditions can be tailored to suit the requirements of each landholder and can

include provisions for compensation’.***

In their evidence, NSW Farmers commented on the progress of negotiations on the template
access agreement. At the hearing on 17 November 2011, Ms Brianna Casey, Senior Policy
Manager of the NSW Farmers’ Association, clarified that discussions were underway to
develop a template agreement on access to mineral resources, such as coal, but that
discussions had ‘not commenced’ for a template agreement on access to petroleum resources,
such as coal seam gas. Ms Casey said that they hoped to commence negotiations imminently:

It has only been recently that the Australian Petroleum Production and Exploration
Association has been staffed to a point where we felt that we have been able to engage
in these levels of discussion. We are in fact meeting with the Australian Petroleum
Production and Exploration Association tomorrow about a range of issues and I
would hope that we will commence that discussion about a template access
agreement.

Since this evidence was provided to the Committee, the NSW Government released its Draft
Code of Practice for Coal Seam Gas Exploration, which confirms that ‘a standard Access
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Vice President Hastern Australia, Santos, Attachment 2; Answers to supplementary questions,
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Energy Ltd; Answers to questions on notice taken during evidence 8 December 2011, Mr Jason
Needham, Exploration Operations Manager Australia, Dart Energy Ltd, p 1; Submission 287,
Metgasco, p 23.
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Arrangement template is being drawn up by the NSW Farmers Association and the Australian
Petroleum Production and Exploration Association’, similar to one available in Queensland.®’

The Committee notes that the role being played by the NSW Government in developing the
template access agreement is not clear. While the Draft Code does not refer to Government
involvement in the process, in the NSW Government’s submission to the Inquiry, it indicated
that ‘DTIRIS is currently working with the NSW Farmers’ Association, the NSW Minerals
Council and the Australian Petroleum Production and Exploration Association (APPEA) to

develop a standard template for access arrangements’.*

The Draft Code provides some guidance on what should be contained in an access agreement.
For example, the Draft Code explains that the Petroleum (Onshore) Act specifies a number of
matters ‘for possible inclusion’ in an agreement, such as when and how the explorer can
access the land, where the explorer can go, and what sort of activities may be carried out (for
example, where drill sites are located), compensation to the landholder, and dispute
resolution.*®

In addition, the Draft Code states that ‘where appropriate, access arrangements must address
matters’ such as acceptable noise levels and times, use of water on the property, identification
of the explorer’s employees, contractors and visitors, keeping the landholder informed of
work progress and variations and providing details of all chemicals brought to or stored on

the land.®**

The Draft Code also recommends that landholders engage a solicitor to review an access
agreement before they sign it, and advises that in supporting this ‘the NSW Government will
be approaching the NSW Law Society regarding the establishment of a register of lawyers who
have been trained to advise landholders on access arrangements’. Furthermore, the Draft
Code states that ‘the explorer should be willing to reimburse all reasonable legal costs so the

landholder isn’t out of pocket’.®*’

Committee comment

It is anomalous that an access agreement is required for coal seam gas exploration but not
production. The Committee, therefore, believes that the Petrolenm (Onshore) Act 1991 should be
amended to address this issue.

Recommendation 17

That the NSW Government amend the Petroleum (Onshore) Act 1991 to require a licence
holder to enter into an access agreement with a landholder for coal seam gas production.
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In order to redress the unequal bargaining positions of landholders and licence holders when
negotiating an access agreement, the Committee supports the development of a template
access agreement which would cover both the exploration and production stages of coal seam
gas and include a statement about the right of landholders to seck legal advice in relation to
the agreement. In addition, landholders must be given the opportunity to seek legal advice
about this agreement and to be reimbursed for reasonable costs of seeking this advice.

The Committee is disappointed that the Government appears not to have taken an active role
in the development of the template access agreement, given that in their evidence they
stressed the importance of this document.

Recommendation 18

That the NSW Government lead the development of a template access agreement in
conjunction with the NSW Farmers’ Association and the Australian Petroleum Production
and Exploration Association, as a matter of priority. The template access agreement should:

e be comprehensive and cover both the exploration and production of coal seam gas,
and

e include a clear statement about the right of landholders to seek legal advice.

Recommendation 19

That the NSW Government require coal seam gas operators to reimburse landholders for
reasonable legal costs incurred in the review of an access agreement.

9.90

The Committee agrees with the NSW Farmers” Association that landholders must be educated
about their rights. To achieve this, the Committee believes that the NSW Government should
take an active role in advising landholders on their dealings with coal seam gas companies. The
Committee therefore recommends that the NSW Government recruit officers to inform
landholders of their rights and responsibilities when dealing with coal seam gas operators.

These officers should be located in the regional ‘shop fronts’ proposed in Recommendation
13.

Recommendation 20

That the NSW Government recruit officers to inform landholders of their rights and
responsibilities when dealing with coal seam gas companies and locate these officers in
regional ‘shop fronts’.
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If a landholder and licence holder are not able to come to an agreement about access to a
property for exploration purposes, then they may enter into an arbitration process to resolve
this dispute. A number of Inquiry participants highlighted specific concerns about the role and
cost of arbitration.

Role of arbitration

During the course of the Inquiry, a number of Inquiry participants expressed differing views
on the role of arbitration. For example, some feel that its purpose is not to provide an
opportunity for landholders to deny access, but for licence holders to demand it. According to
Bellata farmer Ms Tydd, arbitration is perceived as the licence holder’s “full stop’. ***

This was also the view expressed by Ms Simson of the NSW Farmers’ Association, who
described arbitration as farmers ‘negotiating with a gun to their heads’, where landholders are
told to “‘sign this document or we’ll drag you through arbitration and have the arbitrator sign
it for you”.”” Ms Simson explained that farmers are feeling disempowered because ‘currently
at the end of the day, even if farmers pursue it right through arbitration and to the Land and
Environment Court access must be awarded’.*”

Other Inquiry participants disagreed, however, suggesting that access is not always a
guaranteed outcome of arbitration. For example, legal practitioner Ms Potts said that ‘the right
is there in the legislation’ for arbitrators to refuse access. Ms Potts informed the Committee
that her position is supported by a legal judgement made under the Mining Act 1992.°"" The
decision shows that ‘if there was inadequate protection of the land in the access arrangement
or in the operations suggested by the miner, the arbitrator could deny access’. Ms Potts
indicated that there have been a number of occasions when an arbitrator has refused access in
relation to conventional coal mining activity, and suggested that more guidance should be
given to arbitrators on the circumstances under this can be done. 62

While this may be the case, Mr Whitehouse pointed out that ‘there is no binding requirement
for either party to observe the decision of the arbitrator’, as either party can then escalate the
matter to the Land and Environment Court for a final ruling. Mr Whitehouse observed that

the arbitrator is ‘in fact, not really an arbitrator’ but ‘more of a conciliator’. *

The Committee received little direct evidence from the NSW Government to clarify or
explain the role of arbitration. Mr Paterson of DTIRIS maintained that, in negotiating an
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access agreement, ‘the dominant outcome is agreement’, and that arbitration only occurs in a
very small number of cases.”*

9.97 On the issue of arbitration, the Department of Primary Industries website states that ‘the first
matter to be determined is whether the holder should have access to the land concerned’ and
advises that ‘the arbitrator is able to deny access for exploration to all or part of the land if this
is justified’. The website also maintains, however, that ‘an arbitrator’s first duty is to bring the
parties to a conciliated agreement’.*”

Cost of arbitration

9.98 Several Inquiry participants criticised aspects of the arbitration process and, in particular, the
costs to landholders of pursuing arbitration. For example, according to Mr Whitehouse, ‘the
dispute resolution process is cumbersome and user unfriendly’. He argued that having the
Land and Environment Court as the final authority in determining access has made the
dispute process costly and time consuming:

The change from the mining warden to having the jurisdiction in the Land and
Environment Court has simply made the process more costly, more bureaucratic and
with no special knowledge of mining in the court, as opposed to the previous system.
It certainly is a lot friendlier to the companies, but not so friendly to the operators.
The process for resolving access agreements by arbitration, compulsory arbitration
and appeal to the Land and Environment Court can go on for years.6%

9.99 This view was echoed by the Richmond Wilson Combined Water Users’ Association who
noted that it is Gust not viable’ for landholders to seek arbitration given the costs to
landholders.”” Mr Chris Magner, a representative of the Association, suggested that a low-cost
alternative should be available if disagreements arise over the terms of an access agreement:

The big issue appears to us to be how to arbitrate. Arbitration at the moment is
probably the most expensive process. If you end up in the Land and Environment
Court that will break most farmers. Most people would be very hesitant about going
there. We would be looking at a low-cost method, perhaps something that could be
developed in one of the government departments or by going to an outside body, but
preferably within a government department, so that issues can be resolved.®8

9.100  Several Inquiry participants made recommendations to reduce the cost of the arbitration
process for landholders. For example, Mr Nari Sahukar, Acting Policy Director,
Environmental Defender’s Office, suggested that the cost of arbitration should be borne

094 Mr Paterson, Evidence, 12 December 2011, p 18.

095 Department of Primary Industries, Minerals and Petroleum, accessed 26 March 2012,
<www.dpi.nsw.gov.au/minerals/titles/landholders-rights /arbitration_process>.

696 Mr Whitehouse, Evidence, 7 October 2011, p 10.

697 Mr Chris Magner, Richmond Wilson Combined Water Users’ Association, Evidence, 8§ December
2011, p 56.

698 Mr Magner, Evidence, 8 December 2011, p 55.
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entirely by the licence holder because ‘it is not something that the landholder would have to

deal with if it was not for the interest of the proponent’.(’%

In addition, it was suggested that landholders should be allowed legal representation in the
arbitration process. Ms Potts said that legal representation of landholders should not be
subject to the consent of the arbitrator or licence holder.””

Committee comment

The Committee believes that if a landholder is required to or requests to engage in arbitration
over an access agreement, the reasonable costs of this process should be reimbursed by the
relevant coal seam gas company. This measure would ensure that the cost of arbitration is not
a disincentive for participating in the process.

Recommendation 21

That the NSW Government require coal seam gas companies to reimburse landholders for
the reasonable costs of arbitration to resolve disputes about access agreements.

Compensation

9.103

9.104

9.105

9.106

Compensation to landholders was a significant issue during the course of the Inquiry. Some
Inquiry participants said that there is little guidance for determining what the most appropriate
compensation to landholders is and whether this compensation is adequate to address the
disruption to their homes and businesses and the potential impacts on their properties.

According to Mr Whitehouse, under the Petrolenm (Onshore) Act, ‘the approach towards
compensation is unregulated, secretive and puts land owners at a significant disadvantage’.””"
Indeed, the NSW Farmers’ Association argued that the circumstances which give rise to
compensation are ‘extremely limited and do not represent the true cost to the landholder of

coal seam gas exploration and production’.”

Compensation currently being offered

A number of coal seam gas companies informed the Committee about the monetary and non-
monetary arrangements they are currently offering as compensation to landholders.

For example, Santos advised that they offer a $5,000 payment for non-permanent works such
as coreholes plus in-kind works. In-kind works may include maintenance of existing roadways
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and replacement of fencing, use of machinery on-site, or repair of dam walls.”” In addition if
it is a pilot well that remains on the property the landholder receives between approximately
$1,500-$3,000 per well per annum’.’" Santos told the Committee that their compensation
arrangements consider ‘the value of the land affected, the impact on amenity and reasonable
legal cost that the landowner may incur’, and advised that these payments are ‘reviewed
> 705

periodically’.

AGL Energy currently pays on average a $3,000 to $5,000 one off payment for short term
exploration wells. The total average annual compensation paid for production wells to June
2011 was $2,382 per well™ AGL further advised that its ‘current methodology for
compensation’ consists of a land valuation to determine an appropriate rate per square metre
which is then applied to all land used for coal seam gas activities, including roads and
gathering lines; works in kind, such as installing new gates, fencing or cattle grids; and flexible
planning of access roads and gathering lines. Further, they indicated that where land values are
low, an alternative approach is to base the compensation assessment on the impact on land
use and business, rather than land value.”"”

While Metgasco did not report the payments they currently offer to landholders, they stated
that compensation is ‘determined on a case-by-case basis but are calculated primarily on the

basis that some parts of the land will be temporarily unavailable for use by the landowner.””

Should there be a standard range of compensation payments?

Some Inquiry participants suggested that there should be a standard range of compensation
payments to give landholders some assurance that, as Cr Marshall previously expressed, they
are not being ‘dudded’ or ‘pitted against neighbour’,mg and more importantly, so that there is a
starting point from which landholders can negotiate the most appropriate compensation for

their situation.

Mr Johnsen reflected this view, stating that any agreement should ‘require minimum standards
of remuneration and remediation to the landowner throughout the whole process, from
exploration to production’.’”'" While he accepted that some landholders may be able to
negotiate better terms of compensation, Mr Johnsen cited experiences from Roma in

Queensland where some landholders were reportedly being ‘ripped off” compared to others:

An example we had on our visit to Roma, in particular, was that there were
landowners who were happy to accept $500 per annum per well and other landowners
who received a minimum of $5,000 per annum per well. It was cynically or otherwise
explained to us that those people who were for some reason happy to accept $500 per
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annum per well thought that that was a reasonable amount of money based on their
own position. We all know that in reality they were being ripped off. That needs to
change. There needs to be a minimum level and a minimum standard...”!!

Beyond a ‘minimum standard’, other Inquiry participants advocated a standard range of
compensation for specific coal seam gas activities. This was supported by Narrabri farmers
Mr Owen Lane and Mr Peter Gett, both of whom have signed access agreements. For
instance, Mr Gett argued that ‘there should be a standardisation of what an exploratory well
should bring a landholder and what a permanent production well should bring’.”* This
outcome was also preferable for Mr Lane, who pointed to the deficiencies in an alternative
model based on the royalties from the resource being extracted: ‘I don’t know because if you
get a royalty for something that is wonderful, it is good; but if you get a royalty for an empty
well, that is not so good.”"”

Response to calls for standard compensation

Some within the coal seam gas industry indicated support for a standardised approach to
compensation. For example, Mr de Weijer of Dart Energy stated that, in order to achieve a
level playing field, he would ‘probably support’ a standardised approach to compensation. He
explained, however, that in all negotiations it is imperative to remain flexible because every
landholder is unique:

I think it is important to allow flexibility as well because every landowner is unique
and his or her property is unique as well. Sometimes we get a landowner and he says,
“Okay, I really want this road to be fixed”, and we make that part of the
compensation that we give him, or he wants a fence put up somewhere and he wants
the well in a particular area. As long as that flexibility is there I think a standardised
approach across the industry in the State—in fact in Australia—would probably be
beneficial. 714

Other coal seam gas companies were more cautious in their response to standard
compensation. AGL Energy, for instance, stated that it ‘does not support an approach which
would see compensation based on a standard payment range contained in guidelines’.”"> AGL
cited a number of reasons for taking this position, including their understanding that the
Petroleum (Onshore) Act ‘gives statutory right to compensation and contains mechanisms for this
to be determined in the absence of an agreement’, that the amount of compensation depends
on ‘a range of variable factors’, and that the amounts of payments made to landholders are
generally confidential.”
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The adequacy of compensation

9.114  Many Inquiry participants discussed the adequacy of the compensation arrangements currently
on offer. On the one hand, landholders who have agreed to compensation terms, such as
Mr Lane, highlighted the positive impact of having wells on his land and indicated how
pleased he was with what he has received in return: ...it has brought so many good things
into my life — money, work, new bore’.”” Mr Gett also expressed satisfaction with the
compensation he is receiving: ‘I am happy with what I got’.
9.115  On the other hand, however, many Inquiry participants contended that the compensation
payments being offered now are grossly inadequate. This was the view of
Ms Rosemary Nankivell of the Caroona Coal Action Group who argued that compared to the
value of properties on the Liverpool Plains, the compensation payments being discussed are
‘not nearly adequate™
If you are receiving $5,000 a well per year and you are sitting on a property that is
worth a couple of million dollars and you have the value of that property sliced by a
fifth, that sort of compensation is not nearly adequate.”8
9.116  Furthermore, Ms Nankivell said that neighbouring properties would also be affected, but
would not be compensated: ‘Communities like the Liverpool Plains survive because we are
close-knit communities. If we do something on our property it affects properties all around
us’. 1
9.117  Mr Tim Duftfy, a farmer and a Gunnedah representative of the NSW Farmers’ Association,
also questioned the adequacy of compensation payments for valuable properties such as his
own:
Compensation at the moment is in the order of $5,000 per well per year. To try and
return 10 per cent on my $1.5 million investment that would require me to have 30
wells on my farm. Along with those 30 wells, in order to generate that gas and pump
it, it well need a compressing station, water treatment station and a pumping station.
The compressing station requires a 3,000 horse power diesel engine running 24 hours
a day. We are going to need access roads, 24 hour access for Santos technicians, and a
complete loss of lifestyle where our farm will be totally industrialised. I could live with
that if I was going to be compensated appropriately, but I would take the same
measures that my neighbour across the road has and that is become an absentee
farmer, fracturing the community that I have been brought up in because there is no
way I can live in that environment. The end result of this is enormous amounts of
stress for me, my neighbours and for other members of the farming community.”20
77 Mr Lane, Evidence, 15 November 2011, p 4.
78 Ms Rosemary Nankivell, Carooma Coal Action Group and Mullaley Gas Pipeline Accord,
Evidence, 16 November 2011, p 31.
79 Ms Nankivell, Evidence, 16 November 2011, p 31.
720 Mr Tim Duffy, Member, NSW Farmers’ Association (Boggabri, Gunnedah, Pottinger District
Councils), Evidence, 16 November 2011, p 40.
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Some Inquiry participants highlighted other problems with determining an appropriate
compensation payment to landholders. For example, Mr James Bishop of Mullaley Gas
Pipeline Accord, commented on the inequity between what is being paid to landholders and
the value of the gas being extracted:

We have to remember it has been suggested that a gas well will produce somewhere in
the vicinity of $800,000 to $1 million per well. A farmer is receiving, if he is lucky,
$2,500-$2,600 per year. The inequity is there to start with.”?!

Despite questions over the adequacy of compensation payments, other Inquiry participants
pointed to the potential for coal seam gas wells to provide farmers with a guaranteed source of
income in difficult times, such as drought. According to Mr Wilkinson of APPEA:

...as much as 45 per cent of broadacre farmers have off-farm wages coming on. So
these are difficult times for agriculture with almost one half of the broadacre farms
having wages and salaries coming in and that is something that coal seam gas can
definitely help with, as we increase employment opportunities in those areas.’

However, for some people, no amount of money can compensate for the potential damage
caused by coal seam gas development. According to Ms Nankivell, a guaranteed income was
‘short term gain for a lot of pain’

I do not believe that any sort of guaranteed income from a gas company, when you
look at the potential damage to the underground water, the complete destruction of
the underground water, would in any way make up for the value. You must remember
that many of our properties have been in families for generations. It is a very short
term gain for a lot of pain.”

Mr Bishop also asserted that ‘most farmers are not interested in the money’. According to
Mr Bishop, many landholders believe that ‘this angle of compensation has been worked over
and over by the gas companies’. He maintained that landholders just ‘want to get on to
continue producing food and they are not going to have lifestyle, land or water affected’.

This view was echoed by Ms Ramsay of the Group Against Gas Kyogle, who declared that ‘its
not about the dollar’ but rather the ability to continue farming: ‘All I have heard today is
“compensation”. I do not want your money; I want my land. I want the right to farm in the
way that I have always farmed’.””

Need for transparency

Some Inquiry participants asserted that transparency is key to negotiating appropriate
compensation arrangements. For example, Richmond Dairies argued that ‘inequality in the
compensation of farmers can be addressed by a transparent system that clearly reflects the

725
value a coal seam gas company places on a farm’.”>
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Mr James Bishop, Mullaley Gas Pipeline Accord, Evidence, 16 November 2011, p 31.
Mr Wilkinson, Evidence, 12 December 2011, p 35.

Ms Nankivell, Evidence, 16 November 2011, p 31.

Ms Ramsay, Evidence, 21 September 2011, p 28.

Submission 903, Richmond Dairies, p 2.
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Similarly, Mr Neil Dobbin, Group Executive, Rural Banking, Rabobank, also suggested that a
lack of transparency and communication is an ‘impediment’ to fair compensation:

One of the present impediments to fair compensation is the lack of transparency and
communication between the coal seam gas mining companies and landholders around
the true scale and intensity of exploration and extraction activities on the land... The
intention of coal seam gas mining companies must be communicated to landholders
upfront and transparently. The layout of coal seam gas infrastructure, which are wells,
roads, et cetera, need to be agreed upon between the mining company and the

Mr Dobbin suggested that this issue could be partly addressed by offering an upfront
compensation to landholders for the ‘acquisition of land utilised for coal seam gas mining

activities’ and to ‘accommodate loss in asset value and productive capacity and provide for
> 727

Response to claims of inadequate compensation

Some coal seam gas companies acknowledged that poor payments have been offered in the
past but argued that the industry is at a point now where it can determine how compensation
should be approached going forward. According to Mr Baulderstone of Santos: ‘I think we
have a choice to go down a number of routes as far as compensation goes. There are stories
out there — particularly in the early days of industry — that very low amounts of money were

offered to farmers to access their properties’.””

While the NSW Government did not present a particular view to the Committee with regard
to compensation, when asked generally about the terms and conditions of an agreement,
Mr Paterson, Director General of DTIRIS, confirmed that it was the Government’s position

that it is really 2 matter between the parties, and ‘we are not party to those agreements’.’”

In the Draft Code of Practice for Coal Seam Gas Exploration, the NSW Government notes that
‘compensation is an important part of the agreement’, and further indicated that landholders
‘must be compensated for reasonable costs associated with their time and legal costs’ and
‘should also be paid to offset the inconvenience, noise and deprivation of part of their land’.
They also advised that compensation ‘need not always be monetary in nature’ which ‘may be
worth more than the actual monetary compensation’, and suggested that opportunities to
provide temporary employment or contract work to landholders may also be provided in

Mr Neil Dobbin, Group Executive, Rural Banking, Rabobank, Evidence, 12 December 2011, p 75.
Mr Dobbin, Evidence, 12 December 2011, p 75.

Mr Baulderstone, Evidence, 17 November 2011, p 7.

Mr Paterson, Evidence, 17 November 2011, p 46.
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Committee comment

The Committee considers that landholders should be better informed about the potential
monetary compensation for hosting coal seam gas activities on their properties. At the same
time, the Committee understands that individual landholders may not want to disclose the
value of the compensation they are being paid.

To bring about a greater parity in the bargaining position of landholders on whose properties
coal seam gas wells are located, the Committee recommends that the template access
agreement for exploration and production take a default position whereby the landholder be
compensated in the sum of $5,000 per well head per annum.

Recommendation 22

That the NSW Government ensure that the template access agreement for exploration and
production take a default position whereby the landholder be compensated in the sum of
$5,000 per well head per annum.

Property values

9.131

9.132

The Committee received extensive and conflicting evidence on the impact of coal seam gas
developments on property values. On the one hand, many Inquiry participants suggested that
coal seam gas activities have a negative impact on land values, citing anecdotal evidence to
support this view. Other Inquiry participants, including those within the industry, maintained
that coal seam gas developments do not diminish land values and argued that, in many cases, a
guaranteed source of income from gas wells on a property provides an opportunity for land
values to increase.

Concerns about impact on property values

Many Inquiry participants argued that land values would diminish significantly if coal seam gas
activities were to take place on a property. For example, Mr Dobbin of Rabobank stated that
land assets are likely to be ‘severely discounted’ for a number of reasons, including a reduction
in area of productive land, operational risks, the effect on property aesthetics, and the risk of
future project expansion:

There will be a reduction in productivity and efficiency, particularly with precision
farming, with the presence of infrastructure, wells, roads, pipelines, et cetera... The
potential residual impact on property includes the risk of contamination of water and
soil... There are operational risks of coal seam gas mining activities on the property,
water access rights to the property and loss of privacy. There are the aesthetics of the
property and a risk of future project expansion... We also see a number of
unintended consequences atising from a reduction in rural land values. These include
a corresponding reduction of credit available throughout rural communities from
lower land values and serviceability.7
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Mr Dobbin, Evidence, 12 December 2011, p 76.
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9.133

9.134

9.135

9.136

A number of Inquiry participants shared the expectation that land values would fall, with
some speculating that land values have already reduced even before activities have reached the
production phase. For example, Ms Judi Sheedy, a representative of the NSW Farmers’
Association in the Gunnedah district, insisted that ‘already in our area we have seen a
reduction in land values of 30 per cent and this is before any full blown production has
occurred’.”!

Other Inquiry participants maintained that the effect on property values has meant that land
sales have ceased altogether in some affected areas. This view was expressed by Mr Martin of
the Southern Highlands Coal Action Group who described the phenomenon as though ‘a big
cloud has come over the area’. Mr Alan Lindsay, also of the Southern Highlands Coal Action
Group, argued that before mining and extraction proposals were put forward for the Southern
Highlands, properties were being sold without any problem. Now, he maintained, ‘no land
transactions are taking place™

The impact at the moment is that no land transactions are taking place. We do not
know what the final impact will be. Talk to any real estate agent around the Southern
Highlands—we know there is a potential global recession —but before these issues
came up, the coal seam gas and coal mining issue, properties were being transacted
without any degree of difficulty. The process has ground to a halt.”3?

The Committee notes the anecdotal nature of much of this evidence but also acknowledges
the personal experiences of a number of Inquiry participants who reported on the direct
impact of coal seam gas activity on their ability to sell or buy land. For example,
Mr Dutfty, who lives near Gunnedah, explained that his property had failed to sell at auction
and that the bids on offer reflected a substantial loss in value. He asserted that concerns
surrounding Santos’ nearby Kahlua pilot site had discouraged people from buying his land:

The agent who took our prospective buyers around... valued our property between
$1.3 and $1.5 million for 1,500 acres. Each of the eight prospective buyers all
expressed concern about what is happening with the gas. We actually went to auction
about a month ago. We had two registered bidders. On advice of the agent he
suggested that we put in an initial vendor’s bid of $900,000. The two registered
bidders did not pursue that. So the auction failed. I spoke to both of the registered
bidders afterwards and they replied that their concern about the gas was such that they
were not prepared to take the risk. On the strength of that I now do not have the
option of doing as 1 was choosing to do... The substantial asset I have built up over
25 years is probably one third the value.”3

Similarly, the Committee heard from Bellata farmer Ms Tydd, who stated the she and her
husband had been actively looking to buy a property but chose not to pursue their search
because of proposals to develop coal seam gas in their area:
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Ms Judi Sheedy, Executive Councillor and Chair of Gunnedah District Council, NSW Farmers’
Association (Boggabri, Gunnedah, Pottinger District Councils), Evidence, 16 November 2011,
p 40.

Mr Alan Lindsay, Southern Highlands Coal Action Group, Evidence, 9 December 2011, p 24.
Mr Dutffy, Evidence, 16 November 2011, p 40.
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My husband and I for the last five years have been actively in the property market
attending auctions looking to buy a property to expand our own personal landholding.
The minute those people arrived on our front gate I said to my husband, “It stops
now.” We have not attended one more auction... If someone is looking to sell
property in our area, I will not be looking to buy it.73*

The reluctance to buy properties in farming areas was also observed by Mr Dobbin, who said
that ‘a lot of our clients are saying, “I am not going to buy any more country because I am not

sure what is going to happen”’.735

According to several Inquiry participants, it is this uncertainty which is consuming many
landholders, particularly farmers who value their property as superannuation. According to the
NSW Farmers’ Association, many farmers rely on the knowledge that ‘they can fund their
retirement either by selling the asset or being supported by the next generation who takes it
on’.”® They explained that certainty for the current and next generations about the future of

their properties is being threatened by the ‘insecurity of CSG exploration’.””’

Response to concerns about impacts on property values

While many Inquiry participants argued that property values are already decreasing and will
continue to decrease with the advent of coal seam gas activity, several contended that there
has been no impact on the ability of property owners to sell land that has development on or
surrounding it, and that property values have not been affected.

For example, Mr Gett, who currently hosts wells on his property in Narrabri, informed the
Committee that he had subdivided his property and had ‘no problem’ with selling a section of
his land which was less than one kilometre away from a gas well.”®

Similarly, Mr Moraza of AGL Energy, advised that in AGL’s ten year experience of gas
production in Camden, they have not observed any degradation in land values as a result of
hosting or being located near gas wells. Mr Moraza acknowledged the concern that has been
expressed by the communities in which they operate but stated that they ‘have not simply seen
any evidence’ to suggest a negative impact on property values. Instead, Mr Moraza told the
Committee of a property in Camden that has three coal seam gas wells on it that has been
bought and sold twice. According to Mr Moraza, the sale ‘has met or exceeded the vendor’s

expectations on both of those transactions’.””
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Ms Tydd, Evidence, 16 November 2011, p 51
Mr Dobbin, Evidence, 12 December 2011, p 76.
Submission 335, p 26.

Submission 335, p 26.

Mr Gett, Evidence, 15 November 2011, p 9.

Mr Moraza, Evidence, 17 November 2011, p 68.
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9.142  In relation to the situation in Queensland, the Queensland Government maintained that there
is ‘insufficient’ data based on the ‘infancy’ of the industry and ‘subdued state of the rural
property market’ to provide definitive evidence about the impact if coal seam gas operations
on land values.™
9.143  As discussed earlier in the Chapter, the potential for landholders to be provided with a
guaranteed income from hosting coal seam gas wells was also raised during the Inquiry. While
some rejected the notion that a guaranteed income would compensate for a loss in land value,
others maintained that it would increase the value of land.
9.144  Mr Lane, who hosts gas wells on his property, believed that when coal seam gas developments
are accepted by the community, the value of his land will increase because it has an income-
generating component to it:
In 5 or 10 or 15 years’ time when this all becomes accepted just as oil wells and
coalmines and things are, I think it will increase the value of my property. When
people see that they do not blow up and do silly things, they will see a property that
actually makes money and you do not have to go to work to get it. So it will increase
the value of the land. That is my belief.#!
9.145  Likewise, Mr Gett stated that the guaranteed income ‘will add value to the place, not devalue
it’. He acknowledged that current public perception was that coal seam gas developments were
detrimental to property values but nonetheless declared that ‘I would welcome it if they want
to negotiate more wells’.”*
9.146  Mr Dobbin also acknowledged the potential for coal seam gas activity to increase the value of
land, but argued that he had not seen any evidence of this occurring to date:
I am sure that if there was no detriment to the security and there was certainty it
could, as you rightly said, add value to the land, which would be fantastic for the
farmer. But I do not see a lot of evidence of that at this stage. But most definitely it
could happen.”3

Should landholders be compensated for declines in property values?

9.147  According to APPEA, if it were proven that coal seam gas developments negatively impacted
on a property’s value, ‘such an impact would be compensable under NSW law’."** The
Committee received no further evidence to clarify or explain this statement, however, a
number of Inquiry participants argued clear measures are needed to ensure that property
values are maintained or landholders are compensated appropriately for any drop in property
values.

740 Rural Affairs and Transport References Committee, Inquiry into the management of the Murray-
Darling Basin, Submission 358, Queensland Government, p 4.
741 Mr Lane, Evidence, 15 November 2011, p 6.
742 Mr Gett, Evidence, 15 November 2011, p 7.
743 Mr Dobbin, Evidence, 12 December 2011, p 79.
744 Submission 447, p 14.
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For example, the NSW Farmers’ Association suggested that, given the concerns about the
potential loss of land value, an independent valuation should be conducted prior to any coal
seam gas operations being conducted on any land. They asserted that this would ‘provide a

baseline to help landholders seek compensation where devaluation occurs’.”®

This recommendation was supported by Ms Potts who also asserted that a valuation should
take place before an access agreement is entered into so that if the landholder sold the
property, the diminution of value would be compensated by the coal seam gas company.’™*

Committee comment

The Committee received conflicting evidence on whether coal seam gas activities will reduce
property values. While this is an issue of significant concern to landholders, the industry is in
its early stages in New South Wales and the Committee is not in a position to draw any
conclusions on this matter.
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Submission 335, p 26.
Ms Potts, Evidence, 8 December 2011, p 71.
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Chapter 10  Agriculture

This Chapter examines the impact of coal seam gas development on agriculture and food production,
and in particular, on lands of significant strategic agricultural value in regions across the State.

Can coal seam gas and agriculture coexist?

10.1

10.2

10.3

10.4

10.5

A key concern for many Inquiry participants is whether coal seam gas development can
effectively co-exist with agriculture. Many warned that to proceed without certainty that our
agricultural interests are protected would be reckless. According to Ms Fiona Simson,
President of the NSW Farmers’ Association: ‘Without that proof, proceeding to jeopardise
our water and some of our best agricultural and food producing lands is irresponsible at best

and complicit at worst’.”"’

Support for proceeding with caution

Inquiry participants cautioned against sacrificing long-term agricultural activity and food
security for the short-term returns of coal seam gas extraction. Mr Greg McNamara,
Chairman of Norco Co-operative, for example, asked: ‘Do we take the short-term gain of
actually taking 50 years of gas or do we crucify our prime agricultural land and lose it
forever?”.™

The North East Forest Alliance asserted that ‘governments consistently favour short-term
thinking. Mining royalties that will last a decade or two are favoured over long-term

agricultural productivity and food security’.”

Cr Adam Marshall, in his role as Vice President of the Shires Association of NSW, argued that
it is imperative to first establish whether there is ‘room for everyone and, if there is, determine
where they should be located so that they do not affect existing industries”.” Cr Marshall
stated that ‘we do not want to see an industry come into a region and flourish at the expense
of existing productive industries.’

Ms Judi Sheedy, a Gunnedah representative of the NSW Farmers’ Association, called on the

Government to take a cautious approach: ‘We need to stop the gas rush and we need to
pp p g

protect our food and fibre bowls now”.”!
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Ms Fiona Simson, President, NSW Farmers’ Association, Evidence, 17 November 2011, p 14.
Mr Greg McNamara, Chairman, Norco Co-operative, Evidence, 21 September 2011, p 39.
Submission 340, North East Forest Alliance, p 5.

Cr Adam Marshall, Vice President, Shires Association of NSW, Evidence, 8§ December 2011, p 8.

Ms Judi Sheedy, Executive Councillor and Chair of Gunnedah District Council, NSW Farmers’
Association (Boggabri, Gunnedah, Pottinger District Councils), Evidence, 16 November 2011,
p 40.
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

Concerns about the impact on agriculture

In calling for a more cautious approach to the coal seam gas industry, many Inquir

cating . pp n g y y inquiry
participants referred to their concerns about the potential impact of coal seam gas
development on agricultural land and thus food production.

The NSW Farmers’ Association said that ‘it goes without saying that land is a fundamental
input for agricultural production’.” The Association is particularly concerned about the loss
of arable land for food production. According to Ms Simson of the NSW Farmers’
Association, there is less than six per cent arable land left in Australia for agricultural activity
and food production.”” Therefore, NSW Farmers’ argued that ‘food security has the potential

to be an issue in Australia of the same magnitude as water and fuel security’.”

Other Inquiry participants are highlighted the loss of arable land to other uses. For example,
the Australian Property Institute, NSW Division asserted that:

The relentless consumption of precious arable land for expansion of coastal and
regional cities is pootly recognised as having adverse implications. The competition
for such land currently favours new more economically valuable land uses such as
CSG mining, rather than the maintenance of this scarce arable resource.”>

Mr Doug Cush concluded that ‘it is food that is the most important thing. At the end of the
day if you eroding away the small base that we have left here we will have nothing and will not

be able to feed ourselves’.”®

Aside from an adverse impact on the quantity of food produced in Australia, a number of
Inquiry participants suggested that coals seam gas developments could result in potential
contamination of food supplies. For example, the NSW Farmers’ Association argued that
‘developing industrial sites alongside grazing enterprises exposes livestock to a host of foreign

chemicals which can potentially lead to food safety issues’.”’

In addition to effects on the quantity and quality of food production, Inquiry participants
raised concerns about the impact of coal seam gas development on the viability of particular
agricultural industries.

For example, in relation to cropping land, the NSW Farmers’ Association explained that
modern farming practices involve a range of ‘precision cropping techniques’. The Association
asserted that these practices are incompatible with the infrastructure associated with coal seam

gas developments, and concluded that ‘the industry cannot co-exist with cropping’. ™*
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Submission 335, NSW Farmers’ Association, p 28.

Ms Simson, Evidence, 17 November 2011, p 20.

Submission 335, p 27.

Submission 884, Australian Property Institute, NSW Division, p 2.

Mr Doug Cush, Local landholder, Evidence, 16 November 2011, p 53.
Submission 335, p 28.

Submission 335, p 28.
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Durum wheat producers Mr Robert and Mrs Penny Blatchford informed the Committee that
‘as a broadacre dryland farmer — continuing to farm on a day to day basis alongside mining
would be impossible’.” Similarly, Ms Natalie Tydd described the size of cropping machinery
and the impediments to its use with coal seam gas infrastructure on her property, such as
access roads, gas wells and pipelines.””

Mr Jeff Collingwood, Milk Supply Manager, Norco Co-operative, advised that coal seam gas
wells would have a profound impact on his dairy farm:

To overlay another business enterprise such as coal seam gas on top of an existing
highly productive dairy enterprise is quite problematic... Taking key parts of a dairy
farm property for coal seam gas may well make that dairy farm unviable.”¢!

Organic farms may also be affected, according to Ms Georgina Ramsay, an organic farmer
tfrom Kyogle:

To be an organic farmer... with a gas well on my land that is going to flare off aerial-
borne chemicals and having constant drilling—just the procedute of having a coal
seam gas well does not adhere to having clean, green food.”

Other Inquiry participants, such as Mr Neil Dobbin, Group Executive, Rural Banking
Rabobank, suggested that grazing land may not be as severely impacted by coal seam gas
developments as ‘the very expensive prime agricultural...and irrigation lands’. Mr Dobbin
noted that some grazing properties in Queensland have benefited from coal seam gas
development, stating that ‘we are not saying to you that it is all bad”.”®’

The NSW Farmers’ Association acknowledged that the potential for coexistence with grazing
is better than that of cropping because graziers are better able to utilise pockets of land.
However, the Association argued that ‘this presents its own unique challenges’ in terms of
possible food contamination.’*

Given the potential encroachment on arable land and impacts on the viability of particular
agricultural sectors, Inquiry participants raised concerns about the adequacy of food
production. A particular issue for Inquiry participants was our ability to supply food to global
markets, such as the burgeoning Asian middle class.

Mr Cush explained that there is a growing appetite for Australian produce in Asia, and pointed
out that, beyond this market, we should consider the need to supply food to the populations
of developing nations. He asserted that ‘if the people of the world are starving they are going

to come here’.”®
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10.20

Mr McNamara of Norco attributed the international interest in Australian food to the ‘clean,
green’ image of Australian products:

One of the opportunities we have found is to sell the clean green image. I know we all
talk about clean green as the stable environment we live in but that is exactly what the
Asian community looks for. They have caused damage to the integrity of their own
brands and they are looking for others. Now they are looking for Australian
products.”¢

The call for ‘no go’ zones

10.21  In response to concerns about impacts on agriculture and the need to pursue coal seam gas
extraction with caution, a number of Inquiry participants suggested that coal seam gas
development, as it stands, cannot coexist with agriculture and food production in many areas
across the State.

10.22  As such, Inquiry participants repeatedly called for ‘no go’ zones to be established in New
South Wales to protect defined areas, particularly highly productive agricultural land. Many
Inquiry participants discussed how these zones should be determined, including whether it is
appropriate to draw ‘lines on maps’. A number of Inquiry participants also commented on
whether the establishment of ‘no go’ zones would impede the rights of landholders.

Support for ‘no go’ zones

10.23  Numerous Inquiry participants insisted that highly productive agricultural land should be
exempt from any coal seam gas development. According to Ms Simson, it is critical to identify
and protect ‘strategic’ agricultural lands because of the ‘triple bottom line analysis’ which
considers not just the biophysical attributes of an area but its social and economic value.””” She
asserted:

If we look at some of the areas with very deep soils and very complex aquifer systems
where impacts are not easily assessable and not easily measurable, there has to be a
question asked: Is this valuable agricultural land that we should preserve into the
future? You cannot make land like that anymore. 1 think most farmers would be
sympathetic to that argument and would not seek to destroy some of this land.”68

10.24  This view was echoed by Mr Graeme Healy of the Barrington-Gloucester-Stroud Preservation
Alliance who argued that ‘defined areas’ should be ‘quarantined from extractive mining
because alternative land use is considered to be more sustainable, more productive and more
socially and environmentally desirable’.””

766 Mr McNamara, Evidence, 21 September 2011, p 36.
767 Ms Simson, Evidence, 17 November 2011, p 20.
768 Ms Simson, Evidence, 17 November 2011, p 16.
769 Mr Graeme Healy, Chairperson, Barrington-Gloucester-Stroud Preservation Alliance, Evidence,
31 October 2011, p 18.
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The Committee also received evidence from local government indicating their support for
identifying and protecting certain agricultural areas from coal seam gas development. For
example, the Upper Hunter Shire Council stated: ‘Council supports the premise of identifying
strategic agricultural land where mining and CSG development would be prohibited’.””
Likewise, the Local Government and Shires Associations stated that ‘Local Government backs
other stakeholders in calling for recognition of the importance of food security and the

protection of productive agricultural land and water resources’.””!

Cr Robyn Faber, Mayor of Narrabri Shire Council highlighted the need to take a considered
approach to determining suitable areas for development:

The Crown owns the gas under the ground. They do not have to make it a free for all
and say, “Here is a grid of the State. You can go over there and there and, by the way,
do whatever you like.” That is why everyone is so upset...What we need is a proper
strategy on the part of the Government to say, “We have considered everything. This
is the area where we will allow development. There is potential there for the next 100
years. By the way, our next plan will be to move into this area and that area.” We will

all have certainty, there is no free for all and there is no trying to get a quick quid out
of this.””?

Ms Simson also sought leadership from the Government in extending its protection of the
State’s environmental assets to its ‘food-producing lands™:

Just as the State seeks to protect some of its native vegetation, just as the State seeks
to protect its marine parks, just as the State seeks to protect some of its very great
resources, we believe that the State should also...protect some of its great food-
producing lands.””

In addition to this issue of establishing ‘no go’ zones on strategic agricultural land, numerous
Inquiry participants, particularly at the Committee’s hearings and site visits in regional areas,
called for ‘no go’ zones to be established in other areas across the State. At the Committee’s
Mittagong hearing, witnesses stressed the importance of the area as a water catchment for
Sydney. At Narrabri, witnesses spoke of the uniquely fertile soils and rich agricultural land of
the Liverpool Plains. At Lismore, witnesses described the area as a ‘green cauldron’ and
remarked on its natural beauty and tourism potential. At Taree, residents described how the
Mid North Coast depends on its waterways for tourism and economic benefits. Evidence
from Hunter Valley residents pointed to area’s famous vineyards and horse studs.

How should ‘no go’ zones be determined?

A number of Inquiry participants discussed how best to determine ‘no go’ zones which should
be exempt from coal seam gas development. They also raised the issue of whether it is
desirable or achievable to draw ‘lines on maps’ to identify ‘no go’ zones. While Mr Dobbin of
Rabobank said that ‘mapping is a very good idea’, he acknowledged the difficulty in making
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Supplementary submission 326a, Upper Hunter Shire Council, p 4.

Submission 587, Local Government and Shires Associations, p 5.

Cr Robyn Faber, Mayor, Narrabri Shire Council, Evidence, 16 November 2011, p 10.
Ms Simson, Evidence, 17 November 2011, p 16.
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the ‘big decisions’ about where lines are drawn.”* However, he argued that ‘it can be achieved’
and under some circumstances is ‘probably self-evident’.”” While Mr Dobbin recognised that
it would be unfortunate for those who are ‘outside the zone’, he expressed the view that ‘no
matter what you do someone will always be hurt in the process. That is a part of life’. Mr
Dobbin concluded that ‘it is better to preserve some of the pristine agricultural lands and at
least have them saved.””

10.30 However, some argued that it is not as simple as ‘drawing lines on maps’. For example, Mr
Peter Epov of the Manning Alliance asserted that ‘regions are critical” and that ‘regions should
not be considered through lines on a map’. Instead, Mr Epov suggested that geography and
geology must be taken into account together with a host of other factors before determining
the areas that are acceptable and unacceptable for coal seam gas activity.””

10.31  Cr Col Murray, Chairperson, Namoi Councils and Mayor, Tamworth Regional Council,
argued that, rather than drawing lines, it is necessary to establish the associated risks of a
particular area and whether they are unacceptable in order to determine if a coal seam gas
development should go ahead:

I believe this risk-based approach is the answer. I do not think the Government can
come out and draw lines on maps and follow contours and watercourses and
underground aquifers or anything. We need to establish the valuable and unacceptable
risk areas to go into. That may be quantified by the type and productivity and the sorts
of land we see in some of the high-value grain-producing areas et cetera. Then we
need to understand the associated risks. There may be a lot of risks that we can take
and which will be acceptable to the community, but it is not about drawing lines on
maps. If the Government goes down that path, we will be sitting around these sorts of
tables for the next hundred years still arguing with each other.”®
Impact on property rights

10.32  Inquiry participants were questioned on the issue of whether ‘no-go’ zones would impede the
property rights of landholders, including their ability to earn an income from coal seam gas
activities on their land.

10.33 A number of Inquiry participants expressed the view that landholders already face a number
of restrictions on the activities they can conduct on their land. For example, beef cattle farmer,
Mr Bruce Robertson, argued that ‘I am not allowed to whack a factory on my block in Manly.
I cannot erect a block of flats on it; I can only have a single dwelling such as the one that
exists now. Even that is constrained with how much I am allowed to build on it. Mr
Robertson maintained that ‘restricting people’s ability to make income off their land is not
something that does not already occur’.””

74 Mr Dobbin, Evidence, 12 December 2011, p 77.

775 Mr Dobbin, Evidence, 12 December 2011, p 79.

776 Mr Dobbin, Evidence, 12 December 2011, p 77.

7 Mr Peter Epov, Chair, Manning Alliance, Evidence, 31 October 2011, p 32.

778 Ctr Col Murray, Chairperson, Namoi Councils and Mayor, Tamworth Regional Council, Evidence,

16 November 2011, p 10.
79 Mr Bruce Robertson, Local landholders, Evidence, 31 October 2011, p 38.
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Similarly, Mr Dobbin used the example of restrictions on subdividing agricultural land for
small hobbies farms. He maintained that it is critical to balance the ‘bigger picture’ of
protecting strategic agricultural land with the rights of individual landholders:

If you have got prime agricultural land, to me it is very important to preserve that. I
will give you an example. Often a lot of councils will say you cannot subdivide
agricultural land into small hobbies farms so that they can preserve it. Sometimes
there are conditions that take away people’s rights as you quite rightly say, but I think
the big picture here is about protecting some of the most pristine areas in Australia. A
lot of the Liverpool Plains and even up to the Cecil Plains in Queensland are really
prime lands that we should protect for our future.”80

This view was reflected from a broader planning perspective by Cr Marshall, in his role as
Mayor of Gunnedah Shire Council, who asserted that the State Government has set limits on
landholder activity at every level of the planning system: ‘We do that now with our SEPPs,
State environmental planning policies and LEPs, local environmental plans. We do that at all

levels of the planning system’.”"

Committee comment

Many Inquiry participants called for the protection of highly productive agricultural land.
Some advocated for ‘no go’ zones to be established which would prohibit any coal seam gas
activity. The NSW Government recently announced the Strategic Regional Land Use Policy to
protect strategic agricultural land. This policy will be examined later in the Chapter.

Balanced development

10.37

10.38

While some Inquiry participants called for ‘no go’ zones to be established, others believed that
the coal seam gas and agricultural industries can be pursued alongside each other in New
South Wales. According to Mr Peter Gett, a Narrabri farmer whose property is currently
home to three wells: “‘We have got to have it both ways: We need the energy and we need
agriculture. There has to be a happy medium’. He recognised that striking this ‘happy medium’
may be difficult but necessary nonetheless: ‘It is a hard one but you are going to have to find it
so we can have sheep, cattle, wheat and gzts.’782

Likewise, Mr Owen Lane, also a farmer from Narrabri who hosts coal seam gas development
on his land, acknowledged the public fear about the impact of coal seam gas activities but
maintained that, in his experience, the impact on the land is minimal:

I think a lot of people are scared. They see the big clearing on the pictures and they
think, “This is going to destroy my place” but at the end of the day, once it turns back
into a production well and the pipelines are in, it is a little square not much bigger
than this room. That is all it is; just a gas well in the middle with a little cage fence
around it.783
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Mr Dobbin, Evidence, p 81.

Cr Marshall, Evidence, 16 November 2011, p 10.

Mr Peter Gett, Local landholder, Evidence, 15 November 2011, p 14.
Mr Owen Lane, Evidence, 15 November 2011, p 8.
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10.40

10.41

10.42

10.43

10.44

Even the NSW Farmers’ Association recognised that the two industries could coexist in
certain areas provided there is ‘balanced development’. According to Ms Simson, ‘there are
some areas in this State where this [coal seam gas] industry can exist.”™ However, she also
maintained that there are many other areas where ‘the land is so valuable that it is unique’ that

the industry cannot and should not proceed.™

This view was expressed by many Inquiry participants, particularly from farming communities,
who argued that while some locations may be appropriate for coal seam gas development,
others are clearly not. For example, Cr Murray argued:

There are a lot of areas in this State where I certainly would not have too much
difficulty in supporting coal seam gas extraction. Once we identified the risks, they can
be very easily managed in a lot of cases. But, as supported by our submission, the two
no-go zones are the prime agricultural land risk and the surface and underground
aquifer risk.786

The industry peak body, the Australian Petroleum Production and Exploration Association
(APPEA) advised that ‘there are already in existence CSG developments on properties that

demonstrate CSG operations and normal farming and livestock operations can coexist”.””’

This view was reflected by AGL Energy which is currently New South Wales’ largest producer
of gas for commercial consumption. Mr Mike Moraza, Group General Manager, Upstream
Gas of AGL Energy, stated that coexistence with residential and farming ‘has occurred quite

successfully in the last 10 years™.™

According to Santos, their existing operations also demonstrate how successfully coal seam
gas activity can work in conjunction with agriculture, and that this reflects how ‘productive
coexistence is an essential objective for us’.”” Santos advised that the surface footprint of coal
seam gas extraction is ‘small and temporary in nature’, and that, while the well construction
phase requires one hectare of land for approximately a year, the gas well itself eventually
requires only a 25 metre by 25 metre block for the well’s productive life.”” Santos drew
attention to the example of the Kahlua pilot site north-west of Gunnedah where drilling rigs
were stationed alongside cattle grazing during construction.”

APPEA maintained that coal seam gas development ‘does not destroy land productivity as
more invasive resource industries may and there is flexibility in the placement of CSG
production facilities which do not permanently alienate the land’.””
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Ms Simson, Evidence, 17 November 2011, p 18.
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Submission 447, Australian Petroleum Production and Exploration Association, p 14.
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Measures to address concerns about coexistence

10.45

10.46

10.47

10.48

10.49

10.50

According to the NSW Government, ‘balanced co-existence of mining (including CSG) and
agriculture is not only possible, it is essential’.”” In its submission to this Inquiry, the NSW
Government declared a commitment to striking ‘the right balance between resource

development, continued agricultural production and environmental protection’.794

The Strategic Regional Land Use Policy and the ‘Gateway’ process

The NSW Government released it Strategic Regional Land Use Policy in March 2012.
According to the Government, the Policy ‘identifies and protects high value agricultural land’
and also provides ‘a tough new regime to regulate coal seam gas exploration’.””” Other
initiatives, such as the Guideline for agricultural impact statements, Draft Aquifer Interference Policy —
Stage 1 and Draft Code of Practice for Coal Seam Gas Exploration, were also introduced in response
to the growing community concern about the impact of coal mining and coal seam gas activity
on agricultural land and water resources.

The Strategic Regional Land Use Policy does not establish ‘no go’ zones, but rather identifies
land of strategic agricultural value that is intended to be protected by a new ‘Gateway’
assessment process. The Gateway process will assess applications for mining or coal seam gas
activities on or within two kilometers of strategic agricultural land. Gateway assessments are to
be undertaken by an independent panel of experts whose decision will be final and binding on
the NSW Government. The assessment panel will consider potential deleterious impacts of
coal seam gas proposals such as subsidence, reduced soil fertility and possible contamination
or depletion of water resources.

According to the Policy, there are two categories of strategic agricultural land — biophysical
strategic agricultural land and critical industry clusters. Biophysical strategic agricultural land is
characterised by high soil fertility and a high level of access to water, and covers an area of
more than 20 hectares in size. Critical industry clusters are concentrations of highly productive
industries, contribute to the identity of a region and provide significant employment
opportunities.

The Gateway process will only apply to areas where a strategic regional land use plan is in
force. Strategic regional land use plans, which specifically address the unique features of a
region and contain maps of identified strategic agricultural land within that region, have only
been released for two regions: the Upper Hunter and New England North West. Additional
plans are being prepared for the Central West, Southern Highlands, Murrumbidgee, Alpine
and West regions. The Government advised that the next two areas to be mapped will be the
Southern Highlands and Central West, and these plans will be finalised in 2012. The plans for
the remaining regions of the State will be finalised by 2015.

For areas where a strategic regional land use plan is not in force, proponents of coal seam gas
developments are required to submit an Agricultural Impact Statement where they are
proposing to undertake coal seam gas activities that are considered to be state significant (ie all
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Submission 642, NSW Government, p 2.
Submission 642, p 2.
NSW Government, Strategic Regional Land Use Policy: Frequently Asked Questions, March 2012, p 1.
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10.51

10.52

10.53

10.54

production, and exploration involving more than five wells). In conjunction with the release
of the Strategic Regional LLand Use Policy in March 2012, the NSW Government released
draft guidelines on the information required to be submitted in an Agricultural Impact
Statement.

In addition to the Strategic Regional Land Use Policy, the NSW Government announced
other initiatives to protect strategic agricultural land, for example, the Draft Aquifer Interference
Policy (discussed in Chapter 4) and the Draft Code of Practice for Coal Seam Gas Exploration
(discussed in Chapters 8 and 9).

The Committee notes that in Queensland, legislation to protect strategic cropping land came
into force in January 2012. The aim of the legislation is to ‘protect such land from those
developments that lead to its permanent alienation or diminished productivity’.”® The strategic
cropping land ‘trigger map’ is a starting point for identifying strategic cropping land based on
soil, land and climate information.”” Once land is identified as potential strategic cropping
land, it is then subject to an on-the-ground assessment against certain defined criteria to
determine whether it meets the definition. The strategic cropping land legislation provides that
coal seam gas developments with a footprint greater than 3,000 square metres, and which will
cause permanent damage to strategic cropping land, must not proceed except in exceptional
circumstances.””

Committee comment

The Committee is hopeful that the Strategic Regional Land Use Policy will strike an
appropriate balance between protecting the most valuable agricultural land and the
development of the coal seam gas industry. However, it remains to be seen whether the Policy
will prevent coal seam gas development encroaching on land deemed to be of significant
strategic value, as called for by Inquiry participants.

The Committee notes that, in areas where a strategic regional land use plan is not in force, an
Agricultural Impact Statement is only required for exploration activities involving more than
five wells. The Committee recommends that an Agricultural Impact Statement be prepared for
all exploration licence applications.

Recommendation 23

That the NSW Government require an Agricultural Impact Statement to be prepared for all
exploration licence applications.
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The Committee notes that there are deficiencies in the Policy, for example, coastal and urban
areas are not covered. The Committee questions how the unique characteristics of these areas
will be protected. In addition, the Policy does not adequately recognise the value of the
tourism industry. The Committee expects that the NSW Government will address these issues
during the consultation phase on the Policy.

Nevertheless, the Policy attempts to protect some of the most valuable agricultural land in the
State. The Committee therefore urges the NSW Government to expedite the development of
the remaining strategic regional land use plans for the Central West, Southern Highlands,
Murrumbidgee, Alpine, Western and coastal regions.

Recommendation 24

That the NSW Government expedite the development of the remaining strategic regional
land use plans for the Central West, Southern Highlands, Murrumbidgee, Alpine, Western
and coastal regions.
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Chapter 11 Economic impacts

A number of Inquiry participants said that the coal seam gas industry can deliver significant economic
benefits to New South Wales, including in regional areas. The coal seam gas industry, they argue, has
the potential to deliver thousands of new jobs and billions of dollars in investment to regional areas.
For the State, the coal seam gas industry could generate billions of dollars in royalties. If the predicted
royalties eventuate, coal seam gas could become a major driver of the State’s economic growth, as is the
case in Queensland. Those living in regional areas, where most coal seam gas activity is occurring, have
argued that they should share in the royalties payable to the State, and that this funding could allow
them to address an infrastructure backlog as well as compensating them for other impacts. However, as
with many of the key issues examined by this Inquiry, the evidence on this issue is contested: many
other Inquiry participants countered that the industry’s economic benefits have been overstated, and do
not justify the industry’s expansion in New South Wales.

Regional jobs and investment

111 Some Inquiry participants said that the coal seam gas industry can create thousands of jobs,
and deliver billions of dollars in investment, in the regional areas where most coal seam gas
reserves are located. It was also suggested that the greater availability and decreased price of
gas may encourage the establishment of new businesses, and make existing businesses more
competitive. However, other Inquiry participants questioned these claims. They acknowledged
that the industry may create jobs in construction but said that long-term, there would be few
ongoing job opportunities. In addition, Inquiry participants were suspicious that many of the
jobs would go to ‘fly-in, fly-out’ workers, rather than local residents and indigenous
communities.

Potential to deliver regional jobs and investment

11.2 In relation to the industry’s potential economic benefits, and in particular its potential to
create jobs in regional areas, the NSW Government advised that:

The coal seam gas industry has the potential to create thousands of regional jobs, and
add billions of dollars to the State economy, reduce our dependence on imported

petroleum for transport, and create new industries around the availability of gas as a
feedstock.™?

11.3 The importance of job creation and investment in regional areas was described by
Mr James Baulderstone, Vice President, Eastern Australia, Santos:

I am passionate about rural communities having investment. I am from a rural
community myself, and I know a number on the Committee are as well. We know that
we need to create jobs in those communities, we know that we need to create
investment in those communities.8%

799 NSW Government, Submission 642, p 4.

800 Mr James Baulderstone, Vice President Eastern Australia, Santos, Evidence, 17 November 2011,

pp 7-8.
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11.7

According to Mr Baulderstone, these new jobs may come from direct employment or from
flow-on benefits to local businesses contracted to provide goods or services to the industry, or
from businesses meeting the needs of the influx of new residents:

This is a potentially significant industry. With the industry will come investments, as
we have described, both in local businesses — whether it is manufacturing fence posts
or pipelines to be drilled or the cars and various jobs that we give — and with that
comes an influx of people. That is very good for local communities.

If you were to go to a place like Roma, for example, it has increased substantially in
size over the past 10 years off the back of an industry such as ours.80!

Mr Peter Henderson, Managing Director, Metgasco said that the company is committed to
benefiting the Northern Rivers region in which it is based, which has a high level of
unemployment:

We can make an important contribution to the Northern Rivers region by generating
employment and business opportunities, providing additional income to landowners
and supporting community organisations. This is particularly important because the
region has one of the lowest incomes per capita and the lowest labour force
participation rate in the country. Metgasco is committed to building a strong regional
energy business in northern New South Wales and to creating jobs and economic
opportunities for local residents.502

Ms Glenda McLoughlin, Chief Financial Officer and Executive Director, Metgasco, said that
it the company moved to full production, it would directly employ 500-600 full-time staff and
create 1,700-1,800 temporary jobs in construction. On the issue of job creation,
Ms McLoughlin observed that: “The jobs multiply out. It is very significant in our industry. We
do believe that we can create quite significant direct and indirect employment in this area

which has a very high unemployment rate’.*”

Ms McLoughlin also suggested that Metgasco is committed to supporting local employment as
opposed to relying on a fly-in, fly-out workforce. She said that Metgasco is prepared to invest
in training local residents to ensure that they have the requisite skills:

I am one of the founders of Metgasco. I have been involved in the company since the
company was listed. From the day that we listed the company we have always had a
commitment to local employment in the Northern Rivers region. We have established
a local office in Casino where we employ 15 full-time staff. We do not have any fly-in
fly-out teams, other than flying up from Sydney with our management team going up
to Sydney to oversee operations. To demonstrate our commitment to local
employment, we have hired people into our operations team that do not have
experience in the oil and gas industry. We have put them through a specialised training
program through one of the local TAFEs. We obviously need to balance local
employment with having experienced oil and gas industry professionals involved in

801 Mr Baulderstone, Evidence, 17 November 2011, p 10.
802 Mr Peter Henderson, Managing Director, Metgasco, Evidence, 8 December 2011, p 37.

803 Ms Glenda McLoughlin, Chief Financial Officer and Executive Director, Metgasco, Evidence, 8
December 2011, p 38.
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our operations. We take great care to ensure that we have got the right balance and
that we are promoting local employment.804

Mr Baulderstone said that Santos’ coal seam gas operations would create at least 1,000 jobs in
regional NSW and inject hundreds of millions of dollars of investment into regional
areas.””Santos advised that they plan to spend $1 billion on exploration activities in the next 3-
5 years, with a potential $16 billion invested between now and 2035. Santos further advised
that ‘this is by no means an investment based on a fly-in, fly-out operation ... most of our
Energy NSW team already live in the State, with the majority of the Narrabri workforce living
locally’.*™ Santos referred to its track record in Queensland, where it said its policy of
‘encouraging employees to live locally wherever possible’ had resulted in 100 employees living
in Roma and surrounding areas.”” In addition Santos stated that it employs 1,800 people to
work on the Santos Gladstone LNG project.

Santos advised that it had commissioned Allens Consulting Group to model the economic
impacts of a fully-developed coal seam gas industry in their area of interest in northwestern
NSW. The report found that the benefits of coal seam gas development could include:

° $470 million annual boost to the Gross Regional Product of Northwest NSW, or an
extra $8.5 billion to 2035.

° $821 million annual increase in NSW Gross State Product, or an extra $15.2 billion to
2035.
. Approximately 3,000 ongoing full-time positions, with many based in regional

communities.*”®

AGL Energy also drew the Committee’s attention to the results of a report commissioned
from ACIL Tasman on the economic significance of the coal seam gas industry in NSW. The
report found that the industry has the potential to affect long-term employment across NSW;
generate a substantial number of jobs during drilling and exploration; and affect demand for
labour services across the NSW economy due to the significant quantities of NSW-sourced
goods and services required during construction and production.*” The report found that if
the coal seam gas industry was not developed, there would be 1,361 less full-time jobs each

810
yeat.

The Committee heard that in Queensland, where the coal seam gas industry is at a much more
advanced stage than NSW, it is delivering significant economic benefits. The NSW Business
Chamber indicated that the coal seam gas industry in Queensland is expected to generate
18,000 jobs and increase the Gross State Product by $3.2 billion (or 1 per cent). The Business
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Ms McLoughlin, Evidence, 8 December 2011, p 38.
Mr Baulderstone, Evidence, 17 November 2011, p 3.

Answers to supplementary questions, received 31 January 2012, Mr James Baulderstone, Vice
President Eastern Australia, Santos, Question 3, p 4.

Answers to supplementary questions, received 31 January 2012, Mr Baulderstone, Question 3, p 4.
Answers to supplementary questions, received 31 January 2012, Mr Baulderstone, Question 3, p 4.

Answers to supplementary questions, received 21 December 2011, Mr Mike Moraza, Group
General Manager Upstream Gas, AGL Energy, p 6.
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Chamber observed that: ‘... the Queensland Government has described the development of

the industry as a “once in a generation opportunity for a generation of employment’.*"!

However, NSW Farmers cautioned against expecting the job creation benefits for NSW to be
similar to those in Queensland. Extrapolating from the claim that the industry will generate
5,000 jobs in Queensland, peaking at 18,000 jobs, NSW Farmers argued that the employment
benefits in NSW could be as little as 900 jobs, given that NSW has only 5 per cent of
Australia’s coal seam resources while Queensland has closer to 95 per cent.”"?

Concerns about job creation potential

A number of Inquiry participants, however, questioned the coal seam gas companies’
assurances regarding employment creation in regional areas. Ms Judi Sheedy, a Gunnedah
representative of the NSW Farmers’ Association, said that the industry would generate
minimal employment opportunities during the exploration phase, and that this situation would
not improve when the industry reaches production. Like many other Inquiry participants,

Ms Sheedy was concerned about the industry’s potential use of fly-in, fly-out employees. Ms
Sheedy said:

What happens is that in the exploration phase it is actually contract workers who are
brought into the region. It does help the local economy in terms of accommodation
and food, but they fly in and fly out. In terms of Santos, until recently there was one
employee who actually lived in Gunnedah. Everybody else flies in on Monday
morning on Brindabella from Brisbane and they fly out either on Tuesday or Friday
afternoon. In terms of bringing local jobs, we are yet to see that. I think there are a
couple of admin girls now, but that is it. In terms of training, we have yet to see any
evidence of that. Once you actually have production happening, it is a very low human
resource industry.5!3

The Committee notes that the House of Representatives is currently conducting an inquiry
into the advantages and disadvantages of fly-in, fly-out workforce practices.”'

The NSW Farmers’ Association was also concerned that any jobs created by the coal seam gas
industry could be short-lived: ‘Unlike other extractive industries, CSG extraction involves a
short labour-intensive construction period while wells and infrastructure are checked,
followed by 35 years of intermittent well checks which can be conducted by a non-resident
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wotkforce’®"”
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Mr Craig Trindall, a traditional land owner of the Gomeroi nation, criticised mining
companies for flying in outsiders instead of employing local residents: ‘... all these big mining
companies fly in their experts from all overseas and pay exorbitant rates of money at the

expense of local people and professions within Australia’. ¥

Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council, acknowledged that the
industry would deliver short-term benefits by creating jobs in its eatly stages but said that
there is limited potential for long-term job creation. He argued that the industry’s potential for
job creation needs to be balanced against the people who would move away from the region
due to the development of the coal seam gas industry:

These transitional workers are only there for a short time. It might take five years.
After five years the coal seam gas industry may employ 15 or 30 people. There will be
a lot of people who create a lot of wealth in the community who will move away from
Gloucester so it does not balance out. Tourism will suffer and the retirees who come
here and bring a lot of wealth to the atea and contribute enormously to community
life like ours will suffer. Nobody wants to live alongside a gas well.817

Impacts on regional businesses

It was also suggested by some Inquiry participants that increased availability of gas in regional
areas could stimulate the emergence of new businesses of industries. For example,
Mr Robbert de Weijer, Chief Executive Officer, Australia, Dart Energy referred to an
agreement that Dart had signed with ‘Maria’s Farm Veggies’ at Fullerton Cove, near Port
Stephens.®™ ‘Maria’s Farm Veggies’ is a glasshouse project that intends to produce fresh
vegetables. Dart advised that it will supply the gas needed to produce electricity and hot water,
and that the CO2 produced by the power plant will be distributed to the vegetables to
improve crop yields and plant robustness. Dart claimed that the project would create 125 jobs
in the Newcastle area.

Access to cheaper energy sources may also benefit regional businesses by making them more
competitive. Richmond Dairies is a Casino-based dairy business. They advised that they are
‘heavily reliant upon steam generated by Liquefied Petroleum Gas (LPG) fuelled boilers” and
that they pay substantially higher costs for this fuel than their main competitors based in
Victoria. Richmond Dairies indicated that ‘with access to fuel at prices consistent with
Victorian processors, the business can remain economically viable without resorting to cost
reduction measures such as dropping the price paid to farmers for their milk’.*"”
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Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council, Evidence, 31 October 2011, p 10.
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11.22

11.23

11.24

In their evidence Richmond Dairies said that they are currently negotiating an agreement with
Metgasco to supply their factory with gas. They said that this would reduce their costs by
approximately 50 per cent and would bring their costs into line with those of their
competitors. They also noted that using coal seam gas would significantly reduce the factory’s
greenhouse gas emissions.*”

However, Inquiry participants also said that the development of the coal seam gas industry
could create a ‘two speed economy’ as they said has happened with the coal mining industry.
That is, the coal seam gas industry may create jobs and wealth for its employees, but could
have negative impacts on other residents that were not engaged in the coal seam gas industry.

It was argued that in some regions, such as the Hunter Valley or North Coast, the coal seam
gas industry would have a particularly negative impact on the tourism industry, and that any
jobs or revenue created by coal seam gas would be offset by jobs and revenue lost in the
tourism sector. Mr Thomas Davey, Chairperson of Tourism Advancing Gloucester, argued
that ‘mining kills tourism’

The [tourism] industry in Gloucester generates about $28 million worth of tourism
dollars per year, which is not bad going for a small shire of about 5,000 people. I note
that in our accompanying shires in Manning, greater Taree generates $140 million and
Great Lakes is another $140 million, so when you put those three together we are
quite a sizeable chunk of the tourism business on the mid North Coast. The good
thing about this particular industry is that most of it is retained in the community, so
the $28 million earned in Gloucester stays in Gloucester ...82!

Inquiry participants also said that the mining industry draws skilled workers away from local
businesses, with an adverse impact on the local economy. Mr Alistair Donaldson, representing
the NSW Farmers’ Association, told the Committee that he had observed this occurring in his
home town of Narrabri:

One day a couple of months ago I went to town to get some dents knocked out of my
car. That particular business had lost all his staff. The next stop was to get my car
serviced: That business had lost his staff. The resources industry is cherry-picking
every job out of the local market and creating a business environment that is
untenable. We have some grave fears for that.8>

Impacts on regional infrastructure

The Local Government and Shires Associations of NSW described a variety of infrastructure
and labour market impacts experienced by regional areas as a result of resource sector activity.
These include:

° negative impacts on local transport road and rail networks due to increased movements
in terms of transporting freight as well as employees driving to mine sites
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. decreased housing affordability and increased rents as mining industry employees
compete in the same housing markets as those outside the mining industry

° limited labour supply and higher price of labour, as the mining industry can attract
workers away from other industries due to higher wages, and depletes the number of
qualified people available to work in non-mining areas.”

The Associations also noted that resources development will impact on social and community
infrastructure, with the expected population influx of new residents placing greater strain on
health, education and law and order services.”® The Associations observed that in
Queensland, mining communities are experiencing extreme housing pressure, transport
impacts, and ‘poaching’ of employees due to offers of higher salaries in the mining industry.
The Associations argued that a mechanism needs to be put in place to ensure that the regions
where mining is taking place also enjoy the benefits of the mining boom:

Councils wish to benefit from the economic development and growth from the
resource sector, however Local Government’s experience is that the finances are not
“trickling down” and hence the local communities are not seeing the benefits.825

The Associations noted that councils such as Gunnedah Council have ‘expressed the view that
there should be compulsory community contribution programs established by companies
which receive project approval from the Government.”” The Associations also advocated
that mining companies be required to prepare social impact studies prior to development to
outline how they would address these impacts.

Commenting on the infrastructure needs of regional areas in NSW, the Associations advised
that:

Local government needs additional sources of revenue if it is to address infrastructure
funding shortfalls and to remain financially viable. A permanent share of mining
royalties would provide one such source. It is fair that the NSW Government’s
revenue windfall generated by the mining boom would be shared with Local
Government generally and with additional recognition of those communities impacted
by mining.527

The following section will consider whether a portion of the coal seam gas royalties paid to
the NSW Government should be directed to regional councils to compensate for the potential
impacts of the coal seam gas industry.
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Training programs

Some of those Inquiry participants who were critical of the mining companies for relying on a
fly-in, fly-out workforce said that this could be avoided if mining companies made a much
more significant effort to employ and train local residents. Mr Trindall said that coal seam gas
companies should be much better at establishing training programs up-front so that residents
of regional communities, including indigenous people, have the skills the coal seam gas
companies need. In his evidence, Mr Trindall said that:

I think there needs to be investment in the training beforehand. How long have these
people had the licences in Narrabri and around this area? Why was not there training
set up in advance to train and skill up not only Aboriginal people but all of the
community so they can use those people once things kick off in a commercial
capacity? I do not think there was enough effort made in the first instance.528

Mr Michael Anderson, also a traditional land owner of the Gomeroi nation, highlighted the
need for vocational training programs to produce the tradespeople needed by the industry,
such as welders, boilermakers and plumbers. Mr Anderson said that this would avoid the need
for a fly-in, fly-out workforce.

Mr Anderson said that numerous training programs have been delivered to ensure that local
residents have the pre-qualifications necessary to move into apprenticeships. However, Mr
Anderson said that local residents are not being offered apprenticeships in the mining
industry, which is instead bringing in tradespeople from the city.*”” Mr Anderson said: ‘I know
at home in a little country town called Goodooga we have got Aboriginal people out there
with certificates coming out of their ears ... They have been trained stupid but they cannot get
ajob”.*

Mr Trindall argued that the mining industry should be required to undertake an audit of the
training skills required for specific jobs and whether locals TAFEs have been asked to deliver
training in that area.” Mr Trindall suggested that it was unlikely that there would be a link
between the training on offer and the skills needed by the mining industry.

The Committee also heard that local businesses who invest in good staff training programs are
at a disadvantage because their workers are often lost to the mining industry. Mr Donaldson
said:

A major stock carting business in Tamworth sold recently. It put particular emphasis
on training all its truck drivers. Of course, what happened is that it just trains them
and loses them to the mining industry: train, lose, train, lose. They just sold the
business and gave up. This is what is going to happen.832
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Indigenous employment

In his evidence, Mr Warren Mundine, Chief Executive Officer, Native Title Services Corp,
said that indigenous communities see employment opportunities as one of the main benefits
that could be delivered by the coal seam gas development. However he said that employment
opportunities should not come at the expense of cultural heritage or native title rights:
‘Aboriginal people should not be forced to choose between their rights and economic
outcomes. In fact, we believe that they can go hand in hand through proper native title

processes and working together’.*”

Mr Mundine called for a partnership between the Government, the coal seam gas industry and
the indigenous community to fully realise the industry’s potential employment benefits for
indigenous people. He said that:

These strategies must address education and training, career progress and mentoring,
and ensure that Aboriginal employment is not limited solely to field work but provides
opportunities for staff to be trained for managerial positions and that local traditional
owners are prioritised to receive opportunities.$3

Mr Mundine urged the coal seam gas industry to look to the progress made by some coal
mining companies in developing employment and educational opportunities for indigenous

people:

Where the skill base is not there they put in place training programs, skilling-up
programs and mentoring programs within those communities. Looking at joint
ventures you see a number of subcontractors working with indigenous businesses and
trying to build those businesses...

Then you have a look at some of the educational programs and trust arrangements
that have been set up working for indigenous groups. There are quite a number of
them. The whole basis of that is in regard to education. You will see that some of the
larger companies now invest a lot of time, money and resources into indigenous
education for a number of different charities and organisations out there, as well as
within their companies. I praise them for the work that they do. There are some
groups of companies that are still not doing that and need to pick up their game in
this area.8%

However, the Native Title Services Corp cautioned against expecting that the coal seam gas
industry could deliver the same number of employment opportunities for indigenous people
as would be expected of a large coal mining project:

... |CSG] infrastructure generally occurs on a much smaller scale when compared to
large mining projects with activity concentrated on a central site. As a result, CSG
related infrastructure may not present a great opportunity to advance the economic
and social circumstance of Aboriginal people affected by CSG activity.83
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Committee comment

The Committee acknowledges the potential economic benefits of the coal seam gas industry in
regional areas, and in particular its potential to create jobs and deliver investment. However,
we believe that there is insufficient modelling on the industry’s benefits for regional areas. For
example, in relation to job creation, there are discrepancies in the figures put forward: Santos’
modelling suggests that its activities alone would create 3,000 full-time positions, ‘with many
based in regional communities’, while the ACIL Tasman report found that if the coal seam gas
industry was #ot developed, there would be 1,361 less full-time jobs each year across the State.

In addition to the uncertainty about the number of jobs that may be created, it was suggested
that even if the coal seam gas industry creates jobs in regional areas, these jobs could go to fly
in, fly out workers rather than local residents, as can happen with the mining industry. The
Committee also heard that the mining industry can distort local economies by attracting the
limited skills base away from local businesses, or by reducing the viability of other important
local industries such as tourism. The growth of the mining industry can also lead to a range of
infrastructure impacts including increased use of local roads, decreased housing affordability,
and greater strain on community services such as health, education and law and order.

More information needs to be made available on the industry’s job creation potential. The
community needs to know the number of jobs that may be created and where they are likely
to be based. We believe that this information is crucial if the community is to have a balanced
debate on the industry’s potential benefits, as well as its risks, in order to come to an informed
view of whether they support the industry proceeding in New South Wales.

Recommendation 25

That the NSW Government prepare and publish projections of the employment
opportunities that could be created by the coal seam gas industry in regional areas.

State royalties

11.41

It was suggested that coal seam gas royalties collected by the NSW Government could run
into the billions of dollars. However, some Inquiry participants expressed concern that the
five-year royalty holiday, and phasing-in of the full royalty rate of 10 per cent, could
significantly decrease the royalties to be collected. Numerous regional residents called for the
royalties paid by the industry to be returned to the regions where most of that wealth is
generated, and which are most affected by coal seam gas development. Local councils strongly
argued that they need additional funding to address infrastructure backlogs and that they
should be compensated for the adverse impacts of the industry. They said that this could be
achieved if they shared in coal seam gas royalties.
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Royalties payable to the State

The NSW Government did not provide any estimates of projected coal seam gas royalties. On
this issue, the submission from the NSW Government said that: ‘... the magnitude of the
royalty stream would vary on a case-by-case basis and would be only one of the factors taken
into consideration in determining whether the development would be in the best interests of
the NSW community...".*”’

When questioned on whether the NSW Government had done any modelling of expected
royalties, Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department
of Trade and Investment, Regional Infrastructure and Services, said:

We have not done the modelling. At this point in time, as Mr Paterson has said, the
industry is actually still in an extremely early stage of development. The industry in
New South Wales is in an exploration phase. The number of wells and how many
might end up in terms of production fields we really will not know until a lot more
exploration is done or the exploration that is currently under way is undertaken.838

The Committee did however receive some evidence from coal seam gas companies on the
royalties that they may pay to the NSW Government. For example, Santos said that that their
activities in the Gunnedah Basin would provide ‘significant’ royalty payments to the NSW
Government, envisaged to be $150 million per year,”” or $3 billion in total, over the next 20
years.”" Metgasco also provided a ‘conservative’ estimate of anticipated royalties:

For Metgasco’s proposed LNG plant, with LNG sales of 1.5 million tonnes/year, the
project is estimated to realise total revenues of $29 billion over its 20 year life and total

royalties the NSW Government over this time period are estimated to be $1.1
billion. 54!

The amount of money paid in royalties will be affected by the five-year royalty holiday that
applies to coal seam gas production in NSW, and the lower rates of royalties that are paid until
the tenth year of production. The royalty holiday was introduced in the 1992 Petroleum
(Onshore) Regulation® and is thought to have been instituted as an incentive for coal seam
gas development to occur in NSW.** The royalty holiday lasts for five years from the first date
of commercial production,™ which is taken to be the first commercial production of any coal
seam gas well within a petroleum title. That is, the royalty holiday does not apply to each
individual well, but lasts for five years from the first commercial production that occurs within
the title. After the first five years of commercial production royalties are imposed at an initial
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rate of 6 per cent per year, rising by 1 per cent each year until reaching the maximum rate of
ten per cent at ten years. The royalties are calculated based on the ‘well-head value’ of the
petroleum, which is the revenue from the sale of the petroleum after deducting downstream

COStS.845

Research conducted by the NSW Parliamentary Library shows that NSW is the only State or
Territory in Australia to have a royalty holiday for petroleum production. All other States and
Territories impose a royalty rate of at least ten per cent per year from the commencement of

A number of Inquiry participants were critical of the five-year royalty holiday. For example,

Industry experience in NSW has shown that peak production of wells often occurs in
the first few years of the life of a well with production dropping off significantly after

This means that under the current arrangements, NSW will miss out on the build of
royalties that would be payable if a fixed 10% rates was in place.5#

NSW Farmers also observed that because coal seam gas production from any well peaks
within five years and declines from there on, the five-year royalty holiday °...will have a
serious impact on the royalties recoverable from CSG production in NSW.**

The royalty holiday was also criticised on a second front, namely that it encourages rapid
development of the industry. The Environmental Defender’s Office argued that the five-year
royalty holiday ‘is a considerable incentive for accelerated development of the CSG industry’.
The Environment Defender’s Office recommended that the royalty holiday be re-considered
because it creates an ‘artificial incentive for CSG activities, at the very time that stakeholders

are urging a more precautionary approach’.*”

Calls to direct funding to regional areas

During this Inquiry the Committee received a large amount of evidence from local
government, both through written submissions and in oral evidence. Many of the local
councillors who appeared as witnesses argued that because the impacts of the coal seam gas
industry would largely be borne in regional areas, that a share of the royalties generated by the
industry should be returned to local areas to compensate them for the industry’s impacts.

The Local Government and Shires Associations of NSW advocated that the NSW
Government adopt a model similar to the ‘Royalties for Regions’ program implemented in

Montoya, D, ‘Coal seam gas royalties in Australian States and Territories’, NSW Parliamentary
Montoya, D, ‘Coal seam gas royalties in Australian States and Territories’, NSW Parliamentary

Submission 280, Lock the Gate Alliance, p 15.

Submission 359, Environmental Defender’s Office NSW, p 21.

11.46
production.”
11.47
the Lock the Gate Alliance said:
that.
11.48
11.49
11.50
11.51
845
Library e-brief, January 2012, p 3.
846
Library e-brief, January 2012, p 5.
847
848 Submission 335, p 30.
849
184  Report - May 2012



11.52

11.53

11.54

11.55

GENERAL PURPOSE STANDING COMMITTEE NO. 5

Western Australia in 2008. The ‘Royalties for Regions’ program returns 25 per cent of
Western Australia’s annual mining and onshore petroleum royalties to regional areas. Local
councils were provided with $54 million in direct funding in 2011-12. Under the model a
percentage of the royalties are returned to all regional areas, whether they are affected by
mining or not, and additional funding is provided to those communities that are directly
affected by mining activity.*' The Associations noted that local governments in Western
Australia have welcomed the program, and that ... much of the infrastructure backlog could
not be addressed if not for this welcomed fund’.**”

The Associations recommended that the ‘Royalties for Regions’ scheme be established with
two funding pools: first, for all regional areas to address infrastructure backlogs, and second,
for mining-affected regions to address the major impacts on affected communities.™’

The Committee was also informed that as with regional communities in general, indigenous
communities are not benefiting from mining royalties. Mr Trindall, a traditional land owner of
the Gomeroi nation, said that:

We ask: Where is the economic commitment to traditional owners? Our resources are
being exploited and the wealth is being distributed outside of our communities. We
are not a party to the economic benefits and we want that to change. Corporate
responsibility needs to be extended and shared with traditional owners. I find it
incredibly ironic that organisations such as local councils are advocating for royalties,
yet there is no mention of economical benefits for the area’s First Nations peoples.85

Mr Trindall recommended that ‘... a legislative framework needs to be developed that
includes provisions for proponents to commit to sharing economic benefits with First
Nations peoples from where our natural resources are being exploited”.*

Views of coal seam gas industry on directing funding to the regions

Coal seam gas companies said that they would welcome a discussion about how the
anticipated royalties could be used to better benefit regional communities. Mr Baulderstoneof
Santos said that while the growth of regional communities due to coal seam gas development
is positive, it also imposes some challenges:

With that positive thing come some challenges, such as hospital beds, more roads, the
need for more ambulances and those sorts of things. What we do as a company is
work with the Government — the Government receives royalties on behalf of the
population in the general State to invest back into those rural communities. We look
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to work with the Government to make sure that the right money flows back into
those communities ...8%

Mr Baulderstone concluded that: “There is a large amount of royalty payments about to be

created. Whom that goes to is a discussion that I think we need to have’.*’

Metgasco also supported the idea of a greater amount of the royalties flowing to the regional
areas where coal seam gas activity is taking place. Mr Henderson suggested that these royalties
could be spent on local infrastructure projects:

We expect the employment and business opportunities created will have a direct
positive benefit. However, the need for infrastructure and general support for the
overall community should not be forgotten. We recommend that the requests from
local councils for more support from the State level be given consideration. Some of
the royalties we pay could be spent on local infrastructure projects like the upgrade of
the Pacific Highway, building the second Grafton Bridge or having a 24-hour police
station in Casino. Metgasco would support that sort of initiative.58

Mr Sam Crafter, Manager of Community and Government Relations NSW, Santos, noted that
in addition to welcoming a discussion on how coal seam gas royalties could better benefit
regional areas, coal seam gas companies such as Santos are already providing in-kind benefits
through a variety of community support measures. For example, Santos’ community support
activities in Queensland include the redevelopment of the Roma airport, new housing projects
in Roma and Gladstone, and co-funding a regional rescue helicopter service. In relation to
NSW, Mr Crafter said: “‘We have a range of community events and things that we sponsor on
the ground. It is at a small level at this stage in New South Wales but as we grow we work very
closely with the local governments in our regions’.859 Santos said that it provided $100,000
towards video conferencing equipment for the new Gunnedah Rural Health Centre.””

Power to impose rates on coal seam gas projects

Aside from supporting a ‘Royalties for Regions’ program, Cr Robyn Faber, Mayor of Narrabri
Shire Council, said that local councils do not have the power to impose rates on coal seam gas
projects, as they do with coal mining projects, and that they should be given this power:

... local government needs the petroleum Act and the Local Government Act to be
amended to enable a local government resource extraction rate to be struck so that
this industry contributes its fair share to the provision of basic services and
infrastructure, like all shire residents. The Local Government Act does not provide for
resources other than coal and metaliferous extraction to be rated.s¢!
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Cr Faber said that the ability to impose rates was a separate discussion from that of ‘Royalties
for Regions’, as that program is about sharing the benefits of mining with the community
generally, whereas the issue of rates is about requiring a direct payment from coal seam
companies to compensate for usage of local infrastructure, such as roads:

Chair, I think the royalties for regions generally covers a wide range of things and
there is a perception on my part that everyone in West Australia expects to benefit
overall from those royalties. I am more concerned about the ability of people who are
directly using our resources in our shire to pay their way; whether it is grain being
carted from Coonamble across our shire to get to Narrabri to a train and wrecking our
roads or coal seam gas trucks driving and causing us to repair roads. The Act allows us
to rate other forms of resource extraction but I guess because we never had it, it is not
in the Act. We must have that ability to rate.862

Cr Faber explained that local councils calculate rates based on usage of the land’s surface, but
that it would be difficult to do this for the coal seam gas industry as it is expected to have a
small surface footprint. Even though coal seam gas development used a smaller land surface
than mines, Cr Faber said that: “We just do not have any power to rate gas but they are making
the same impacts on our infrastructure. Their staff are using the same facilities — the
swimming pools, the halls, whatever — as the miners are. Why should they be excluded?”.*”

Committee comment

Potential coal seam gas royalties could provide a significant new revenue stream for the NSW
Government. However, it is impossible to determine the significance of coal seam gas
royalties for the State Budget, given that the Government did not provide any figures on
estimated royalties. The only indication of the potential value of coal seam gas royalties came
in the evidence from Santos and Metgasco, which suggested that their combined royalties
would amount to $4 billion over 20 years.

To provide information on potential royalties, the Committee recommends that the NSW
Government continue to publish forward estimates of the royalties expected to be paid by the
coal seam gas industry.

Recommendation 26

That the NSW Government continue to publish forward estimates of the royalties expected
to be paid by the coal seam gas industry.

11.64

The Committee is concerned that coal seam gas royalties could be lower than would otherwise
be the case due to the five-year royalty holiday and phasing-in of the full royalty rate. The
Committee questions the rationale for the royalty holiday. It seems that the royalty holiday was
designed to provide an incentive for coal seam gas development to occur in New South
Wales, but this is unnecessary given that the pace of development is one of the key concerns
of Inquiry participants. The Committee notes that New South Wales is the only State with a
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royalty holiday on petroleum production. The Committee recommends that the NSW
Government require coal seam gas companies to pay the full ten per cent royalty rate from the
first date of production, and that coal seam gas companies be advised of this at the time of
their exploration licence application or renewal.

However, it is possible that the concerns over the royalty holiday may be overstated. The
royalty holiday applies from the first date of commercial production of the first well within a
petroleum title, rather than applying from the date that each well begins producing. This
lessens the impact of concerns that, because the production of coal seam gas peaks during the
first few years of a well’s life and declines thereafter, the royalty holiday will significantly
diminish royalties payable. The Committee observes that while the royalty holiday will have a
substantial effect for the early wells drilled on a title, the royalty holiday will have no impact on
the royalties paid on coal seam gas produced from wells drilled five or more years after the
beginning of commercial production within a petroleum title.

Recommendation 27

That should the coal seam gas industry proceed in New South Wales, the NSW Government
should require coal seam gas companies to pay the full royalty rate from the first date of
production under a petroleum title, and that coal seam gas companies be advised of this at
the time of their exploration licence application or renewal.

11.66

The Committee is sympathetic to the evidence from local councils calling for a fair share of
royalties to be returned to the regions, as happens in Western Australia. The Committee
considers that the NSW Government should establish a ‘Royalties for Regions’ scheme to
ensure that economic benefits of the coal seam gas industry are seen in those regions
experiencing the social and other pressures of the industry. The NSW Government should
collaborate with the Local Government and Shires Associations in designing the scheme, and
determining how to apportion royalty payments.

Recommendation 28

That should the coal seam gas industry proceed in New South Wales, the NSW Government
should collaborate with the Local Government and Shires Associations of NSW to develop a
‘Royalties for Regions’ program similar to that operating in Western Australia.
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Chapter 12 Energy

During the Inquiry, coal seam gas proponents argued that developing the coal seam gas industry in
New South Wales will facilitate energy at affordable prices. They also suggested that as a clean, green
energy source, developing the coal seam gas industry will decrease our greenhouse gas emissions by
decreasing our dependence on other fossil fuels such as coal. However, a number of Inquiry
participants refuted these assertions. They argued that coal seam gas will have minimal impact on
energy security and may lead to increases in gas prices. They also called into question the environmental
credentials of coal seam gas. This Chapter considers the conflicting evidence regarding the potential for
coal seam gas to provide a cheap, secure, relatively clean source of energy for New South Wales.

Energy demand, security and prices

121

12.2

12.3

12.4

Inquiry participants told the Committee that demand for gas is expected to increase
significantly and that we need to look to new sources of supply, because we are unlikely to get
additional supplies from our existing sources in South Australia and Victoria. It was argued
that developing domestic gas supplies in New South Wales would not only enhance energy
security but would also decrease our vulnerability to price increases. On the other hand, it was
said that coal seam gas produced in New South Wales is likely to be exported and that this
may drive up prices.

Gas supply, demand and usage in New South Wales

Gas meets a variety of energy needs in New South Wales. According to the NSW
Government, ‘... the use of gas for domestic cooking, heating, hot water, sophisticated
manufacturing and a wide range of other uses is a day to day reality in NSW** and demand
for this energy source will continue to grow:

Changes in the energy sector mean gas will be of growing important for the State.
Gas will be increasingly used to generate electricity and consumers are increasingly
seeking to use gas in their homes and businesses in order to reduce their overall
energy costs and carbon emissions’.865

At present gas contributes ten per cent of total primary energy use in New South Wales, coal
contributes 48 per cent and oil 38 per cent. Gas consumption has more than doubled since
the mid 1980s, with a steep increase in demand in the past two years due to the
commissioning of three gas-fired power stations.™

The NSW Government indicated that gas demand is projected to increase further: ‘Under a
forecast medium growth scenario, over the next 20 years gas demand in NSW is forecast to
more than triple to around 550 PJ per annum, at an average annual growth rate of 6.9%.*"

864

865

866

867

Submission 642, NSW Government, p 4.
Submission 642, p 1.

Submission 642, p 8.

Submission 642, p 10.
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12.5

12.6

12.7

12.8

12.9

In support of this point, Mr Robbert de Weijer, Chief Executive Officer, Australia, Dart
Energy, also commented on the projected increase in demand and the role of coal seam gas in
meeting this demand, noting:

... gas demand is going to triple over the next 20 years, so when you look at demand
versus supply forecast over the next 20 years you see a gap emerging of roughly 400
PJ per annum. That is a huge amount of gas. Our point is, looking at it from a New
South Wales perspective, we have the gas in the ground that we believe can be
produced safely in an environmental manner ...868

The NSW Government also suggested that coal seam gas can fill the anticipated gap between
supply and demand, given that coal seam gas reserves in New South Wales represent over 250
years of gas supply at the projected consumption level of 550 PJ per annum.*”

Energy security

The Committee was told by the NSW Government that ‘for the past 30 years NSW has relied
upon secure supplies of gas from South Australia and Victoria™®" and that New South Wales
faces potential shortages of gas, as these supplies are nearing depletion:

Currently, NSW only produces a very small percentage (approximately 6%) of its own
gas demands and is heavily dependent on gas supplies from interstate, primarily from
South Australia and Victoria. Evidence suggests that these sources may be depleting in
the foreseeable future, therefore NSW needs to take action to maintain and increase
the State’s energy security whilst reducing greenhouse gas emissions. 57!

Mr Mike Moraza, Group General Manager, Upstream Gas, AGL Energy, explained that if
New South Wales is not successful in extending its soon-to-expire contracts with Victorian
and South Australian suppliers, then New South Wales would face gas shortages:

I remind the Committee that we are the largest supplier of natural gas in this State, as
we have been for decades. The contracts that we hold run into decline from 2015
onwards. These were contracts signed with Cooper basin producers such as Santos
and Gippsland producers such as Esso BHP. In the absence of extending those
contracts — which we are certainly talking to those producers to do, without much
success at the moment, but we are certainly talking to them — we would face a
situation in New South Wales where we would be in deficit for natural gas from about
four years onwards.872

Mr Mark Paterson, Director General, Department of Trade and Investment, Regional
Infrastructure and Services, observed that ‘...unless indigenous sources of gas are identified
then significant pressure both in availability and price could come on from our key external

868

869

871

872

Mr Robbert de Weijer, Chief Executive Officer Australia, Dart Energy Ltd, Evidence, 8 December
2011, p 62.

Submission 642, p 2.
Submission 642, p 1.
Submission 642, p 7.

Mr Mike Moraza, Group General Manager, Upstream Gas, AGL Energy Ltd, Evidence,
17 November 2011, p 66.
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sources’.*” Mr Moraza also commented on the impact of restricted supply on the price of gas:
‘If I were to project the situation out ten years, there would be a material increase in energy
prices in this State, because this State would be wholly reliant on importing natural gas from

other States’.*™

According to Mr Moraza, the failure to tap into domestic sources of coal seam gas could result
in disruptions to supply:

It is not uncommon and I can think of four situations in the last ten years where there
has been a major disruption of natural gas supply. In the State of Victoria, the
disruption to the natural gas supply that occurred at Longford resulted in some 10 to
14 days of nil supply of natural gas. People were taking cold showers and that went on
for a couple of weeks. The security of supply, absent domestic gas in New South
Wales, will be materially diminished ...87

The NSW Government indicated that it is committed to ‘promoting energy security through a
more diverse energy mix’ and ‘reducing and diversifying away from our dependence on
coal’’® In addition to developing domestic sources of gas in New South Wales, the NSW
Government said that it will also seek to access coal seam gas produced in Queensland.®”

Other Inquiry participants suggested that developing coal seam gas reserves in New South
Wales will not enhance our energy security but rather, satisfy the demand for gas from
international markets, especially Asia. According to Beyond Zero Emissions: ‘CSG demand is

driven overwhelmingly by demand for export LNG from overseas, primarily from Asia’.*’

Ms Elaine Prior, Director and Senior Analyst, Citi Investment Research and Analysis, briefed
the Committee on a paper that she produced examining the lifecycle emissions of coal seam
gas and liquefied natural gas compared to coal. Ms Prior observed that ‘the Australian CSG
industry will primarily produce Liquefied Natural Gas (LNG) for export to countries including
> 879

China, Japan and Korea’.

However, this view was not shared by TRU Energy who argued that coal seam gas developed
in New South Wales *... will be more attractive for domestic consumption because the costs
of exporting the gas to Queensland would be expected to make it less competitive for export

markets compared to locally developed Queensland options™.**

880

Mr Mark Paterson, Director General, Department of Trade and Investment, Regional
Infrastructure and Services, Evidence, 12 December 2011, p 11.

Submission 642, p 7.
Submission 642, p 7.
Submission 642, p 4.
Submission 642, p 7.
Submission 355, Beyond Zero Emissions, p 3.

Prior, E and Koenders, D, Citi Group Analysis: Coal Seam Gas and Greenhouse Emissions: Comparing
Lifecycle Emissions for CSG/LNG vs Coal, August 2011, p 3.

Submission 370, TRUenergy p 0.
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Energy prices

12.15  As noted above, in addition to disruptions in supply, inadequate energy supplies may also lead
to significant price increases. According to Mr Paterson: ‘... I expect that there will be
significant pressure on gas prices in New South Wales, unless indigenous supplies are
developed and brought to market in New South Wales™.*"!

12.16  The Energy Supply Association of Australia also noted that ‘... energy security for NSW can
only be enhanced by the presence of localised gas production. This will also likely entail lower
transportation costs than for gas imported from other parts of Australia, which should in turn
beneficially impact on retail prices’.*”

12.17  This view is shared by some of the coal seam gas companies. For example, Mr de Weijer of
Dart Energy said that if coal seam gas reserves were not developed in New South Wales, in
ten years we would see a shortage of gas, investment would fall and prices would increase.*”
The Australian Petroleum Production and Exploration Association (APPEA) advised that if
coal seam gas reserves are not developed in New South Wales, the impact on the gas market
would be ‘wholesale gas prices between 20% and 25% higher in NSW, Victoria, South
Australia and Tasmania; 8% to 9% higher in Queensland by 2030°.*** In relation to electricity
prices, the impact would be that ‘NSW wholesale electricity prices on average 7.4% higher
relative to the Base Scenario over the period 2020 to 2030.%*

12.18  However, it was also asserted that if coal seam gas produced in New South Wales is exported,
gas prices in Fastern Australia would be linked to the prices paid in the global gas market and
gas prices could increase. TRU Energy informed the Committee that:

... there is a reasonable risk that pricing in the east coast domestic market, may rise
towards export parity levels — which will significantly impact on gas pricing to
domestic consumers ... Consequently, further exploration and proving up of CSG
acreage in NSW would be beneficial in firming up domestic supply options for the
state going forward.886

12.19 A similar view was put forward by the Energy Supply Association of Australia: ‘.. the
likelihood of LNG sales into the Asian markets means that domestic gas prices on the east
coast may rise, potentially to export parity/netback over time’.*”’

12.20  Beyond Zero Emissions expressed the concern about the extent of energy price rises due to
the linking of domestic gas prices to the international market:

881 Mr Paterson, Evidence, 12 December 2011, p 19.
882 Submission 418, Energy Supply Association of Australia, p 2.
883 Mr de Weijer, Evidence, 8 December 2011, p 62.
884 Submission 447, Australian Petroleum Production and Exploration Association, p 5.
85 Submission 447, p 5.
886 Submission 370, p 2.
887 Submission 418, p 3.
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Gas prices in Australia are currently around $3-4 GJ. Over the last decade however,
international gas prices have been as high as $12 GJ ... When LNG trains begin
exporting Australian gas to Asia in large quantities, domestic gas prices are expected to
be linked to international prices.888

The Committee notes that other jurisdictions have considered or implemented gas reservation
policies designed to enhance energy security and contain gas price increases. The Western
Australian Government introduced a Domestic Gas Reservation Policy in 2006 to set aside
some of the gas produced from reserves off the Western Australian coast for domestic use.
The Policy requires proponents of export gas projects to commit a percentage (up to 15 per
cent) of their gas for domestic use, as a condition of access to Western Australian land for the
location of processing facilities. The price of the gas sold onto the domestic market is
determined through commercial negotiations between gas producers and the consumers of
that gas. The Policy is intended to ensure that sufficient supplies of gas are available at
competitive prices to underpin Western Australia’s energy security and economic
development. **’

The Queensland Government also examined a form of gas reservation policy in 2009 but
rather than requiring all gas projects to set aside a percentage of their gas for domestic use, the
Government decided to reserve the right to set aside future gas fields for domestic supply, if
needed.”” A Gas Commissioner, appointed in July 2010, will undertake an annual Gas Market
Review in consultation with industry stakeholders and provide advice to the Queensland
Government on the supply and demand factors of the State’s gas market. The Queensland
Government will then use this advice to decide whether to activate Protective Gas Production
Land Reserve provisions in the Gas Security Amendment Act 2011 (Qld).*”

Committee comment

The Inquiry received highly conflicting evidence in regard to the potential impact of the coal
seam gas industry on energy security and the price of gas in New South Wales. It appears
likely that when coal seam gas produced in Queensland begins to be exported to Asia, gas
prices will increase, as Australia’s East Coast gas market will be influenced by the higher gas
prices paid internationally. Price rises are likely regardless of whether we develop coal seam
gas reserves in New South Wales.
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Submission 355, p 7.

Western Australia Department of the Premier and Cabinet, W.A Government Policy on Securing Domestic
Gas Supplies, October 2006, pp 2 and 6, accessed 4 April 2012, <www.dmp.wa.gov.au/documents
/DomGas_Policy(1).pdf>.

Queensland Government, Queensiand’s LNG Industry: A once in a generation opportunity for a generation of

employment, November 2010, p 4, accessed 5 April 2012, <www.industry.qld.gov.au/Ing/documents
/LNGBlueprint-Progtress-Report-Partl.pdf>.

Hon Stirling Hinchcliffe MP, Minister for Employment Skills and Mining, Queensland Gas Legislation
shores  wp  domestic  reserves, accessed 5  April 2012, <www.cabinet.qld.gov.au/mms
/statementDisplaySingle.aspxrid=74731>.
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12.24

The Committee considers that reserving a portion of coal seam gas produced in New South
Wales for domestic use could assist in containing price increases, and could enhance energy
security. The Committee therefore recommends that New South Wales implement a
Domestic Gas Reservation Policy modelled on that introduced in Western Australia.

Recommendation 29

That should the coal seam gas industry proceed in New South Wales, the NSW Government
should implement a domestic gas reservation policy, under which a proportion of the coal
seam gas produced in New South Wales would be reserved for domestic use, similar to the
policy in Western Australia.

12.25

Gas plays an important role in meeting energy needs in New South Wales, and demand is
projected to triple in the next twenty years. Given that New South Wales is reliant on
depleting gas supplies from interstate, the Committee considers that New South Wales must
develop its own coal seam gas reserves if it is to enhance its energy security and contain gas
price increases.

Greenhouse gas emissions

12.26

12.27

12.28

Under the Inquiry’s terms of reference, the Committee was requested to examine the
greenhouse gas emissions of coal seam gas compared to other energy sources. The science on
this issue is hotly contested and in particular, whether the greenhouse gas emissions produced
by coal seam gas are lower than those produced by coal, and whether the fugitive emissions
produced by coal seam gas are accounted for when calculating the greenhouse gas emissions
of coal seam gas.

Many Inquiry participants argued that the doubts about the environmental credentials of coal
seam gas are a good reason not to move ahead with this industry, but to instead focus our
efforts on developing renewable energy sources.

Are the greenhouse gas emissions of coal seam gas lower than coal?

Coal seam gas is seen by some Inquiry participants as an important transition fuel to move
New South Wales from its current dependence on high-carbon emitting fossil fuels such as
coal to a greener energy future. The NSW Government described coal seam gas as an
‘abundant new cleaner energy resource’™” and argued that ‘gas is a useful fuel source which
will assist NSW to reduce the amount of coal fired electricity and therefore greenhouse gas

emissions”.*”
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Submission 642, p 4.
Submission 642, p 4.
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The industry association APPEA also promoted the low-cost environmental benefits of coal
seam gas: ‘Australia’s natural gas reserves have the unique potential to significantly reduce
greenhouse gas emissions at low cost’.””

This argument relies on the claim that the greenhouse gas emissions of energy produced from
coal seam gas are significantly lower than those of energy produced by coal. APPEA advised
the Committee that there is ‘clear evidence and scientific consensus’ on this issue.*”
According to APPEA: “When used in its own right to generate electricity, the energy produced
from CSG produces up to 70 per cent less greenhouse gas emissions than current coal-fired
power generation’”.*”

However, the industry’s claim that coal seam gas produces 70 per cent less greenhouse gas
emissions than energy generated by coal was disputed by other Inquiry participants. The Lock
the Gate Alliance asserted that:

The “70% less’ figure is not only cherry picking the best possible combination of gas-
fired power plants and the most polluting brown coal and least efficient coal fired
power stations; it also fails to include the emissions involved in producing the gas —
the drilling, fracking, compressing, pumping, liquefying and transporting the gas; nor
the loss of carbon-storing forests and woodlands cleared to make way for wells and
pipes.8’

Mr Mark Ogge, Operations Director, Beyond Zero Emissions also expressed a similar view:

That claim refers to a comparison with coal but it picks the absolute theoretical best
gas plant you could build and compares it to the absolute worst coal plant you could
find in China. In reality, if you are making a serious comparison you should compare
an open cycle gas plant, which is where the gas is used in China and Australia, and not
a combined cycle gas turbine and you would choose a brand new supercritical plant
such as Kogan Creek, which has emission levels similar to an open-cycle gas plant.89

Environmental groups also questioned the appropriateness of comparing coal seam gas with
coal. According to Mr Ogge, such a comparison is ‘misleading’ because coal seam gas °... is
displacing renewable and nuclear power. In both Australia and overseas the comparlson
should be made with renewable energy, because that is what it is mostly replacing’.”””

The claim that the greenhouse gas emissions of coal seam gas are lower than those of coal
fired power generation has been called into question by a recent study by Worley Parsons,
which compared the life cycle greenhouse gas emissions for a range of energy sources. The
study found that:
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Submission 447, p 4.

Submission 447, p 9.

Submission 447, p 4.

Submission 280a, Lock the Gate Alliance, p 6.

Mr Mark Ogge, Operations Director, Beyond Zero Emissions, Evidence, 12 December 2011, p 2.
Mr Ogge, Evidence, 12 December 2011, p 2.
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12.36

12.37

12.38

... if methane leakage approaches the elevated levels recently reported in some US gas
fields (circa 4% of gas production) and assuming a 20-year methane GWP [global
warming potential], the GHG [greenhouse gas] intensity of CSG-LNG generation is
on a par with sub-critical coal-fired power generation.?"

The study also found that ‘coal seam gas LNG is approximately 13-20% more GHG
[greenhouse gas| intensive across its life cycle, on a life-for-like basis, than conventional
LNG’.gol

However, Mr Rick Wilkinson, APPEA’s Chief Operating Officer, Eastern Australia said that
even if the most inefficient gas-fired power plant was compared with the most efficient coal-
fired power plant, the energy produced by coal seam gas still has lower greenhouse gas
emissions than coal:

If we took the worst case, which is an open cycle gas-fired plant, the most inefficient
plant we have in Australia, and compared that with the very best coal-fired plant in the
world, of which there are none in Australia, the ultra super critical coal-fired plant, you
still get the same result that gas is better than coal.?02

Fugitive emissions

Fugitive emissions are at the core of the question of whether coal seam gas produces lower
greenhouse gas emissions than other fossil fuels such as coal. Fugitive emissions are essentially
methane ‘leaks’ or venting of methane into the atmosphere during the extraction, processing
and transportation of coal seam gas.”” Beyond Zero Emissions advised that there are several
points in the coal seam gas lifecycle at which fugitive emissions can be released into the
atmosphere: when drilling a well, during well ‘completion’, when ‘flow back’ waters are
removed from the ground, or from production equipment.””*

Ms Prior of Citi Investment Research and Analysis advised that the efficiency of the
consuming power station is the most important factor in determining the greenhouse gas
emissions of coal seam gas, although she also noted that fugitive emissions also have a role to
play.”” In relation to fugitive emissions, Ms Prior said that they are ‘heavily determined’ by
the operating practices of coal seam gas companies.””

900

901

902

903

904

905

906
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In relation to the ‘70 per cent less’ claim made by APPEA, the NSW Government
acknowledged that this figure is based on the assumption that coal seam gas projects ‘... apply
best practice in GHG [greenhouse gas] and environmental management, especially to the

. . . . 907
prevention of venting and leaks in upstream operations’.

According to Beyond Zero Emissions, fugitive emissions are of such concern because
‘methane is a far more powerful greenhouse gas than carbon dioxide’.”” To demonstrate the
extent to which fugitive emissions can increase the carbon footprint of coal seam gas, Beyond
Zero Emissions advised that if 1 per cent of the coal seam gas produced in a gas field was lost
to fugitive methane emissions over 100 years, this would result in a 7 per cent increase in the

Inquiry participants disputed the level of fugitive emissions associated with the production of
coal seam gas. In commenting on the fugitive emissions of the coal seam gas industry, the
NSW Government stated that: ‘CSG is likely to have lower fugitive emission intensity as
compared to natural gas or LNG’, although the Government also noted that ‘the fugitive
emissions depend on several mine specific factors and is difficult to provide general

Mr Ogge, however, described the industry estimate as involving ‘ridiculously low numbers’
and remarked that: ‘I find it hard to imagine that in five years time those numbers will be
accepted’.”!’ Mr Ogge referred to work done by the US Department of Energy in the Powder
River Basin, in Wyoming, USA on fugitive emissions from coal seam gas, which he described
as ‘the only example of proper measuring of fugitive emissions’.”” The submission from
Beyond Zero Emissions advised that:

In Wyoming in the United State engineers working on CSG technologies have found
that the amount lost as entrained gas varies from 2 per cent of total well yield to 30
per cent, with a typical well at present losing 15 per cent of its output as entrained gas
(US Department of Energy 2010).913

Beyond Zero Emissions pointed out that ‘in Australia the big projects in Queensland are

assuming 0.1 per cent, so there is a large discrepancy there’.”

Mr Ogge, Evidence, 12 December 2011, p 5.
Mr Ogge, Evidence, 12 December 2011, p 3.

12.39
12.40
greenhouse impact of that field.”"”
Level of fugitive emissions
12.41
cornparisons’.910
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907 Submission 642, p 13.
908 Submission 355, p 5.
909 Submission 355, p 5.
910 Submission 642, p 13.
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913 Submission 355, p 5.
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12.45

12.46

12.47

12.48

12.49

Ms Prior noted that her work assumed fugitive emissions of 0.1 per cent ‘based on industry
projections’””> Ms Prior advised that even if she had assumed a ten-fold higher figure for
fugitive emissions, this would not change her conclusion that coal seam gas generally has
lower greenhouse gas emissions than coal:

We then investigated whether the conclusions would change materially if instead we
assumed that 1.1 per cent of gas escapes as fugitives, a quantity that we think is
unlikely to occur. This added about 6 per cent to 7 per cent to the total life cycle
emissions of CSG/LNG and did not change our conclusion that gas is generally
better than coal.?1¢

It was suggested that a lack of research may be behind the variation in figures for the fugitive
emissions produced by the coal seam gas industry and environment groups. For example, a
study commissioned by the City of Sydney found that:

... direct measurement of life cycle GHG [greenhouse gas] emissions from CSG will
be required in Australia to reach firm conclusions on the scale of the GHG benefits
from CSG compared with coal. Unfortunately there is a dearth of studies looking
specifically at emissions of CSG .. .91

Beyond Zero Emissions also claimed that there has been minimal research on fugitive
emissions produced by the coal seam gas industry, either in Australia or overseas:

Very little research has been conducted anywhere in the world to fully quantify the
fugitive emissions associated with “unconventional” gas production ... Currently,
despite thousands of wells in production in QLD, and tens of thousands more

approved, there has been no research done specifically on the fugitive of lifecycle
emissions of CSG.%18

However, Mr Wilkinson countered that there is no mystery about the level of fugitive
emissions. He said that the coal seam gas industry is required to monitor, measure or estimate
all of its emissions, including fugitive emissions, and report them under the National Greenhouse
and Energy Reporting Act 2007 (Commonmwealth).””

Regardless of the dispute around the level of fugitive emissions associated with the coal seam
gas industry, APPEA concluded that ‘fugitive emissions ... make no difference to the
fundamental point that emissions associated with gas-fired electricity are up to 70 per cent

fewer than traditional sources of electricity generation’.””’

Further, Mr Wilkinson said that the industry is open to revising its standard figure of 0.1 per
cent as new information becomes available: “The 0.1 per cent is the current standard that we
work to. As more information comes in, and it will over time — they have been reviewed in the

past and will be reviewed in the future — we take that into consideration with the industry’.””'
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Submission 355, p 5.

Submission 447, p 9.
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Migratory emissions

Migratory emissions are a particular type of fugitive emission. These are emissions that may
occur if gas escapes though fissures that may open up in the ground as a result of fraccing, or
escape through existing boreholes, rather than the gas escaping through the well that has been
drilled by the coal seam gas company. Mr Ogge advised the Committee that for Beyond Zero
Emissions, migratory emissions are ‘our really big concern about fugitive emissions ...”."

Mr Ogge argued that research is needed to establish if migratory emissions are indeed
occurring, given their potential to increase the greenhouse gas emissions of the coal seam gas
industry:

We are really worried that we will be drawing up a certain amount of gas through the
wells but then will be losing a massive amount of the total amount of methane
through fissures and old bore holes and wells across Australia, and that is just not
measured. So the work really needs to be done to find out whether that is happening,.
We just do not know. There is a lot of anecdotal evidence to suggest this, but we just
do not know. We just want the work to be done to establish whether or not it is
happening.®??

Coal seam gas industry and fugitive emissions

Mr Wilkinson observed that it is in the industry’s best interests to understand and capture
fugitive emissions:

It is in the industry’s best interest to understand about fugitive emissions for three
reasons: firstly, for safety; secondly, the impact on the environment, which we need to
report on a regular basis; and thirdly, it is valuable gas. We make money by capturing
it and selling it on to customers, not releasing it to the atmosphere. The figure of 0.1
per cent is a small volume.?%*

Ms Prior agreed that coal seam gas companies have strong incentives to address fugitive
emissions: first, because the gas itself is valuable if it can be captured and sold, and second,
because fugitive emissions will attract a carbon price.” Ms Prior said that she would therefore
expect coal seam gas companies to takes steps to minimise fugitive emissions: ‘... we are
convinced that there are engineering solutions to the issue of fugitives... Why would
companies risk the industry’s future rather than implement engineering solutions?”.”*

The Committee heard that best-practice operating practices are the key to minimising fugitive
emissions: ‘Actual emissions will depend on operating practices, including what equipment is
installed and how it is operated and maintained. Challenges include the large number of wells
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12.56

12.57

required for CSG operations, creating many sites to be managed’.”” In relation to what
operational practices may be implemented by coal seam gas companies, Ms Prior advised that:

The infrastructure will be new, so should be in good condition. Technically sound well
completions should avoid potential problems including gas leaks... Flaring rather than

venting of gas converts methane to COZ2, which has a lower global warming potential
928

In response to questioning, Mr de Weijer of Dart Energy advised that his company has the
skills to minimise fugitive emissions:

We have got some of the best drilling engineers in the business. Also from a surface
facilities perspective, we have got some of the top people there. It is all about how you
design, construct and operate your wells and your facilities. Basically you want to
avoid any pipe work from leaking in whatever way you can ...

It is all about how you design and construct the wells and the facilities and make sure
that you have got some safeguarding around it as well, like leak detection, automatic
shutdown systems, et cetera.??

Although Mr Ogge acknowledged that coal seam gas companies may be willing to prevent
fugitive emissions, he argued that this is not happening in all instances; first, because the
technical knowledge may not exist, and second, because it may too expensive:

A certain percentage of emissions just cannot be captured. It particular, there is some
venting, but also migratory emissions. And with well completions and well makeovers,
they just do not know how to capture them. I am sure in most circumstances they do
try to minimise the fugitive emissions, but there is also the equation that it costs a lot
of money to change the equipment and practices you are using in order to do s0.93

Measures to address fugitive emissions

As noted previously, Inquiry participants told the Committee that there is little information on
the level of fugitive emissions produced by coal seam gas operations in Australia. In his
evidence, Mr Ogge said that Beyond Zero Emissions is so concerned about the issue of
fugitive emissions that they are going to start doing their own monitoring:

... we feel strongly that it is important to get a handle on what the real emissions are
from coal seam gas. So Beyond Zero Emissions is procuring laser methane measuring
equipment that can measure methane in the atmosphere accurately to the level of
parts per billion from about 150 metres away. We are building a dispersion calculation
model which we can use as well. We are arranging access with landowners and we are
going to get out there and start measuring what the actual fugitive emissions are
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Prior, E and Koenders, D, Citi Group Analysis: Coal Seam Gas and Greenhouse Emissions: Comparing
Lifecycle Emissions for CSG/LING vs Coal, August 2011, pp 12-13.

Mr de Weijer, Evidence, 8 December 2011, p 66.
Mr Ogge, Evidence, 12 December 2011, p 6.
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because we think it is important and we are concerned that it is not being measured
propetly by Government and industry.?3!

Mr Ogge indicated that the organisation is reluctant to take on this role: ‘It is actually going to
cost a hell of a lot of money and be really hard work. So we would much prefer it was done by

an independent body that is answerable to government’.””

In addition to recommending further studies on the lifecycle greenhouse gas emissions of coal
seam gas, the Environmental Defender’s Office recommended that the assessment of
greenhouse gas emissions be mandated at the time that an environmental impact assessment is
conducted, including an assessment of the proponent’s plans to minimise emissions.””
Further, the Environmental Defender’s Office recommended that decision makers be required
to consider greenhouse gas emissions when assessing development applications under the
Environmental Planning and Assessment Act 1979 and applications for exploration or production
titles under the Petrolenn (Onshore) Act 1991.

A similar view was expressed by the study commissioned by the City of Sydney’s, which
recommended that: ‘Monitoring and reporting of fugitive emissions should be required for
exploration and production, with a view to developing minimum standards under consent

. . Qg
conditions’.””*

Calls for development of renewable energy sources

Given concerns about the levels of greenhouse gas emissions generated by coal seam gas,
numerous Inquiry participants called for the development of renewable energy sources.
According to the Group Against Gas Kyogle: ‘We believe that governments should be moving
rapidly to renewable energy technologies instead of locking in a dependence on fossil fuels
...>"" The Mid Western Community Action Network also called on the Government to *...
invest time and finance into renewable energy, as so many smart, forward thinking countries
are doing overseas (eg. Germany and Spain) ... *.”* The Nimbin Environment Centre and
Tweed Richmond Organic Producers’ Association drew attention to the limited life span of
coal seam gas: “This short burst of fossil energy supply is dwarfed by the length and magnitude
of environmental destruction left in CSG’s toxic wake”.””’

Other participants suggested that renewable energy is more expensive than energy sources
such as coal seam gas. While acknowledging that this may be the case at present, Mr Ogge
argued that the cost of renewable energy is decreasing relative to the cost of gas, which he
expected to increase rapidly in Australia.””® He informed the Committee that:
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. it is well established that there are a lot of commercial off-the-shelf renewable
energy technologies that can provide energy more reliably than coal seam gas. One of
the main ones is solar photovoltaic energy which is reducing in cost and has reduced
by 38 per cent this year. Leading world economies such as Germany are heavily
involved in installing this form of energy... The use of wind energy has increased
around the world by about 30 per cent per annum, and the cost of this form of energy
is reducing rapidly. Solar thermal power, which has a base load capacity and utilises
energy storage, is being rolled out on a large scale in both Spain and the United States
with big plans for North Africa and other areas as well.?%

Another concern raised by some participants was that renewable energy may not be able to
meet the need for baseload or peaking power supply. The NSW Government explained that
to meet fluctuations in demand for electricity throughout the year, two types of plants are
usually used: base load plants that operate 24 hours a day and peaking plants that come online
only when demand rises.”

Mr Paterson of DTIRIS noted that because they are intermittent sources of energy, alternative
sources of energy such as wind and solar need to be complemented by a baseload or peaking

energy supply:

Certainly there is no question that both wind and solar are intermittent sources of

generation and in the absence of back-up or support generating systems then if you

relied solely on the intermittent generation of wind and solar you could well face

brownouts or blackouts. So it is argued that you need something in the ball park of 80

per cent capacity in reserve to be able to cater for the fluctuations in wind and solar. 1

have certainly read at different points in time that wind operates in the sweet spot,

that is, the best, most reliable form of generation about 10 per cent of the time. It is

highly variable at other times and often at times of peak load when it is hottest, when

it is coldest, it gets really hot or really cold because you have no wind. So you need

back-up forms of base load generating capacity to be able to underpin wind and

solar.94
Beyond Zero Emissions described as ‘very outdated” the assertion that a fossil fuel such as
gas is needed to act as back up for renewable energy sources, asserting that coal seam gas is
‘unnecessary for either baseload or peak energy supply in NSW’.”* Mr Ogge pointed
specifically to the potential for solarthermal technology to meet baseload power needs and
compensate for the variability of wind and solar energy.

Mr Ogge pointed to overseas examples, in Spain and the USA, where solarthermal plants are
in operation or are being constructed.”™ Mr Ogge described the way that solarthermal
technology operates:

Solar thermal is almost entirely the same as a coal plant, in that all the steam set and
generation are exactly the same, but rather than having a coalmine you have mirrors
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that concentrate the sun’s energy onto a receiver, and that produces heat. That heat
can then be flashed to steam and drives a conventional coal-style turbine.

The thing about that is that, because it is producing heat rather than electricity
directly, you can actually store that heat. The way to do that is to use a working fluid
of molten salts ... and that fluid is heated to about 600 degrees. That salt is then
stored in a large, highly-insulated tank, and as you need heat during the middle of the
night you dispatch some of that heat to a heat exchange and that creates steam and
drives a generator and produces electricity and sends it out to grid. So you can have
renewable solar energy 24 hours a day. It is essentially a base load form of power, or a
dispatchable form of power.%4>

However, the NSW Government said that gas has an important role to play in meeting
baseload and peaking demands, and acting as back-up for renewable energy sources: ... gas
can play an important role in ensuring demand can continue to be met when fluctuations in

output of other generation is occurring’.94(’

Committee comment

In their evidence, Inquiry participants presented very different views on the likely greenhouse
gas emissions of coal seam gas activities. The Committee notes that the single biggest
determinant of greenhouse gas emissions is the efficiency of the consuming power station.
However, greenhouse gas emissions are also influenced by the nature and extent of fugitive
emissions. The dispute around the likely level of fugitive emissions arises in part because many
of the studies to date rely on US figures relating to the production of shale gas. The
Committee notes that fugitive emissions also arise in the coal mining industry.

While it is impossible to reach a definitive conclusion as to the greenhouse gas emissions of
Australian coal seam gas, the Committee considers it likely that a7 worst the greenhouse gas
emissions of energy produced from coal seam gas would be equal to those produced from
coal. We believe that the dispute around the nature and extent of greenhouse gas emissions
should not prevent the development of the coal seam gas industry in New South Wales.

The Committee considers that coal seam gas companies should be required to minimise
fugitive emissions. The Committee recommends that it be a condition of consent for
production proposals that fugitive emissions be restricted to an upper limit of 0.1%, based on
the evidence that this is the standard level of fugitive emissions assumed by the coal seam gas
industry.

Recommendation 30

That the NSW Government include in all conditions of consent a requirement for petroleum
production to minimise fugitive emissions and to comply with an upper limit of 0.1 per cent
fugitive emissions.
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Chapter 13 Regulation

This Chapter examines various issues regarding the regulation of the coal seam gas industry. Inquiry
participants raised a number of concerns about the regulatory regime including fragmentation,
inadequate monitoring and enforcement, ineffective complaints handling, and insufficient resourcing.
A number of potential areas for reform were suggested, beginning with a less fragmented, more
transparent approach to regulation and the allocation of additional resources. Perhaps most
importantly, the Committee heard that New South Wales needs to learn the lessons of Queensland’s
experience of regulating the coal seam gas industry.

Concerns about the regulatory framework

131

13.2

13.3

13.4

This section considers Inquiry participants’ concerns about the regulation of the coal seam gas
industry, and the response to these concerns from coal seam gas companies and the NSW
Government.

Importance of effective regulation

A number of Inquiry participants, including Ms Fiona Simson, President, NSW Farmers’
Association, highlighted the importance of effective regulation of the coal seam gas industry in
New South Wales. According to Ms Simson:

To put it simply, farmers do not want assurances from coal seam gas companies. They
want assurances from the law. If these companies were genuine in their claims they
would also be seeking the same thing.%4

Mr James Baulderstone, Vice President, Eastern Australia, Santos, also stressed the
importance of putting the right regulatory regime in place:

Key to me is making sure that regulation is right. Without the right regulation
communities do not have trust or faith in any industry, including ourselves. So I think
it is very important that these sorts of reviews happen and improvements get made.

Santos has been very open that we support strong regulation because it actually hits
the bar.94

Concerns about fragmentation

Numerous Inquiry participants raised concerns about the fragmentation of the regulatory
regime. The evidence indicated that at least four government agencies are responsible for
regulating the coal seam gas industry in New South Wales, namely the:

. Division of Resources and Energy (under the umbrella of Department of Trade and
Investment, Regional Infrastructures and Services (DTIRIS))
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. Office of Water (within the Department of Primary Industries, also under the umbrella
of DTIRIS)

o Department of Planning and Infrastructure (under the umbrella of Premier and Cabinet)

. Office of Environment and Heritage (within the Department of Premier and Cabinet).

The NSW Ombudsman informed the Committee that monitoring and enforcement
responsibilities are shared these several agencies, leading to a ‘lack of clarity’ about how these
responsibilities should be exercised, and in particular confusion about who is responsible for
investigating environmental incidents at coal seam gas sites.”” The Ombudsman observed
that:

It is commonly thought that as these incidents concern environmental issues, they
come under the purview of the Environmental Protection and Regulation Group
(EPRG, formerly the Environmental Protection Authority), however in practice they
are dealt with by DTIRIS and the Office of Water.?>0

The Ombudsman said that ‘our inquiries suggest that despite being the environmental
regulator, the EPRG in the Office of Environment and Heritage has only an advisory role in
regard to coal seam gas environmental issues’.”'

The Ombudsman not only pointed to a fragmentation of responsibilities across NSW
Government agencies, and confusion over the division of those responsibilities, but also
identified a potential conflict of interest in the role of DTIRIS. DTIRIS is responsible for
promoting the industry and issuing licences on the one hand, and taking enforcement action
against licensees on the other. The Ombudsman concluded that ‘there are obvious challenges
for one agency in advocating for businesses and industries across the state while at the same
time being an independent arbitrator of regulatory issues in relation to those same
industries’.””

A number of Inquiry participants called for a more coordinated Government approach, with
the Environmental Defender’s Office observing that consultation between Government
agencies is ‘fundamental’ given the range of potential coal seam gas impacts, for example on
health, the environment, primary industries and planning.”

Santos described the adverse impacts for industry that arise from not having a coordinated
Government response to coal seam gas proposals:

The range of approvals needed to allow CSG projects to proceed involves a number
of Departments and a number of Ministers who have to issue licences, permits,
authorities, with separate timeframes and conditions. These approvals are often
interrelated and interdependent and can be contradictory if there is not a whole of
Government approach to the proposed project.?>*
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Ms Jacqui Kirkby of the Scenic Hills Association remarked that as a result of the fragmented
regulatory regime, it is difficult for community members to report complaints and to engage
with industry regulators on issues of concern:

One of the problems that I personally ran into was trying to find out which
department is responsible for what part of this industry, because it seems to me that
there are at least four ... I gather in talking to other people in the Camden gas project
who have tried to report problems that they have had the same issue, that they get
pushed from one department to another.”>

Concerns about ineffective monitoring and enforcement

A number of Inquiry participants claimed that the regulatory regime is also hampered by
ineffective monitoring and enforcement. The importance of monitoring and enforcement was
highlighted by Cr Larry Whipper, Deputy Mayor, Wingecarribee Shire Council: ‘... all the
legislation in the world does not work unless there is compliance and there is regulation and
there is policing of those conditions...”.”*

Many participants questioned whether the NSW Government could effectively monitor the
coal seam gas industry, given the scale of exploration activity taking place State-wide. In his
evidence, Mr Peter Martin of the Southern Highlands Action Group said:

What I am saying is who is watching what these companies are doing? ... With the
volume and scale of activity going on across this State you have got numerous
examples of this sort of behaviour, where are the policemen?®>’

Campbelltown City Council has within its local area the AGL Energy site at Camden, which
has been operating for close to ten years. Mr Jeff Lawrence, Director of Planning,
Campbelltown City Council, said: ‘... we would be more satisfied if monitoring were not
based on exception or incident but, rather, on a more regular and programmed approach’.()5 s

Dr Mariann Lloyd-Smith, Senior Adviser, National Toxics Network, also advocated effective
monitoring of compliance with licence conditions, as long as it is accompanied by tougher
enforcement action in the event of a breach:

We do need proper monitoring of both surface water and groundwater bores, but the
most important thing is that if you monitor and find an issue you have to respond.
There is no point in putting conditions on licences — you may have 300 or 400
conditions on a licence, but what is the point if those conditions are broken and no
action is takenr?>
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Inquiry participants also expressed dissatisfaction with the response to complaints raised with
either the NSW Government or coal seam gas companies. These complaints cover various
issues, ranging from concerns about poor behaviour by coal seam gas companies, such as
approaching a landholder for access to their property in an aggressive way, to reports of
environmental pollution or other instances of non-compliance with the regulatory regime.

A number of Inquiry participants who claimed to have observed instances of environmental
pollution said that they either did not know the proper channels for reporting complaints, or
that they were ‘brushed off’ if they contacted the relevant authorities. Mr Dean Draper, a
Northern Rivers resident, described his difficulties in reporting an instance of alleged
environment pollution: ‘I went to the council, then I went to the company, and then I went to
the newspapers. Then it was fixed ...”""" Mr Draper said that there needs to be a clear
mechanism for reporting non-compliance to Government authorities:

The local authorities need a bigger role. I need someone to take my concerns to — that
will not just say, “Contact the company”, like the Richmond Valley Council did to me
when I brought evidence of damaged wells leaking and overflowing.?6!

Mr Anthony Pickard, a landholder whose property is adjacent to the Pilliga Forest, was asked
whether he had reported instances of alleged environmental pollution to the relevant
authorities so they could take appropriate action, Mr Pickard responded: “We do. We report it
directly to the authority. In fact, you have examples: 26 complaints went off to DPI. So far I
have not heard a word back from them...”.”* Mr Pickard advised that he started submitting
complaints at Christmas 2010 and had made a large number of complaints through to July
2011. As at November 2011 Mr Pickard said that the Department of Primary Industries had
not responded to his complaints.”®’

Inquiry participants suggested that the ability of the Government to respond adequately to
complaints is constrained by inadequate resources.

Mr Tim Duddy, representing the NSW Farmers’ Mining Reference Group, indicated that
compliance activities are inadequate because there are not enough appropriately-skilled
officers to undertake monitoring and enforcement activities:

... nor are there any resources on the ground that can be enforced that their processes
are wrong because there are so few officers that understand. Anyone in the Office of
Water that understood has left and gone to work in private practice somewhere.%64

In relation to monitoring of potential impacts on water resources, the Ombudsman informed
the Committee that:
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... we understand that there are fewer than 20 inspectors in the Office of Water who
perform a compliance or enforcement function in relation to the use of water across
the state. Given the breadth of responsibilities and the geographical spread of water
related matters across NSW, it is difficult to see this as adequate for ensuring
appropriately robust compliance and enforcement.”

Some community members contended that, in the absence of effective monitoring to ensure
compliance with the regulatory framework, community members feel compelled to police the
industry themselves. In the words of Ms Boudicca Cerese, a member of the Group Against
Gas Kyogle: “There is currently inadequate NSW Government monitoring of coal seam gas

operations. The public has had to become the monitors of this industry’.”*

The Environmental Defender’s Office said that the NSW Government should not by default
leave monitoring in the hands of the community: ‘Communities lack the resources or expertise
to continually monitor industry developments in these areas. Inadequate monitoring and

. . . 967
enforcement may promote a culture of minimal compliance’.

Allegations of environmental pollution

A number of Inquiry participants made specific allegations of environmental pollution by coal
seam gas companies. They claimed that these instances demonstrate the inadequacy of
monitoring and enforcement activities, as well as showing the unresponsive nature of the
complaints system.

Allegations of environmental pollution were a particular theme at the Committee’s hearings in
rural and regional areas. In Narrabri, witnesses accused Eastern Star Gas (now taken over by
Santos) of breaching environmental regulations in its operations in the Pilliga State Forest.
Numerous examples were provided in the oral evidence and written submission from local
landholder Mr Pickard, who referred to incidences such as unlined and overflowing drill
ponds (which could lead to chemicals contaminating the soil and water), spills of produced
water (which could contaminate surface and groundwater), inappropriate disposal of solid
waste from drill sites, and direct venting of gas into the atmosphere.”®

The Northern Inland Council for the Environment also cited instances of alleged pollution in
the Pilliga Forest, including finding eight dead frogs adjacent to a well and tree die-back in
areas adjacent to water treatment works.”” Ms Carmel Flint, Spokesperson, Northern Inland
Council for the Environment, said that she reported these incidents to the relevant authorities.
Ms Flint described the NSW Government’s response as ‘disappointing’, in that her complaints
were passed back to Eastern Star Gas for investigation.””
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As a result of the Government’s ‘disappointing’ response to their complaints, the Northern
Inland Council for the Environment took matters into their own hands by collecting water
samples and sending them away for testing.””' The tests found that Bohena Creek had high
levels of ammonia, methane, carbon dioxide, lithium, cyanide, bromide and boron.””
Subsequently, Santos admitted that Eastern Star Gas discharged 10,000 litres of saline coal
seam water into Bohena Creek in June 2011.”” Eastern Star Gas did not report the incident at
the time, in breach of the obligations of their Exploration Licence. Santos notified the
Department of Primary Industries of the incident in January 2012. A media release from the
Department of Primary Industries stated that as at January it was investigating the incident
and pursuing enforcement action. In February, it was reported that Santos notified the
Department of further leaks of contaminated water, which had occurred since Santos took
over the Eastern Star Gas site.”*

Towards the end of February 2012 Santos provided a report to the NSW Government on its
review of the operations of Eastern Star Gas. The report ‘... identified an unacceptable
culture in Eastern Star of accepting minor spills, failures in reporting and the possibility of
unapproved land clearing on some sites’. Santos committed $20 million to ‘... upgrading
Eastern Stat’s sites, equipment and processes to ensure the operations in the Pilliga State
Forest meet best practice standards’.”” Santos said that their soil tests had demonstrated ...
that the levels of elements and compounds in soil near the site, with the exception of salt, do
not represent health or ecological risks’.”’® When speaking on this issue in the Legislative
Council, the Hon Duncan Gay MLC, Minister for Roads and Ports, advised that a preliminary
investigation report would be provided to the Government by March 2012.””

Reflecting on the discharge of contaminated water in the Pilliga Forest, Ms Flint concluded
that ‘this case highlights a lot of problems with the industry and how difficult it is to regulate

mining with such a vast footprint and how inadequate the current approaches are’.””

The Committee also heard allegations that Fastern Star Gas did not carry out ‘any serious
remediation’ on decommissioned well sites. Mr Pickard referred in particular to the sites of
Bohena 2, 3, 5 and 7: “These sites have large areas of “tree kill” adjacent to, or very near to, or
down slope of the actual filled in or surviving drill ponds ... The ponds at Bohena sites,
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according to Eastern Star Gas, were drilled by an earlier exploration company, and hence,
Eastern Star Gas is not responsible for the environmental damage caused by a previous

979
operator’.

In another prominent example of alleged environmental pollution, the Committee was told of
an incident at the AGL Energy site at Camden which widely reported in the media at the time
it occurred, as it had been recorded by a visiting film crew.”

The Scenic Hills Association informed the Committee that the incident occurred in May 2011
at AGL’s Sugarloaf Well 3. The Association described the incident as follows:

. a routine well maintenance procedure was in progress when a foamy liquid was
propelled into the air from a degasser on a mud tank unit attached to the well and was
carried by winds blowing in the direction of residential housing in the suburb of Glen
Alpine and of Sydney’s water channel, the Upper Canal.%!

The Office of Environment and Heritage investigated the incident and issued AGL Energy
with a formal warning. In informing AGL of its findings, the Office said that AGL only
reported the incident two days after it occurred. Other findings included that ‘the degasser was
not being operated in a proper and efficient manner’. However, the Office of Environment
and Heritage concluded that ‘there was no significant harm to the surrounding environment
from the emission of foamy fluid’ and that “AGL has taken corrective actions to reduce the

likelihood of this type of incident reoccurring’. ”

As noted previously, at the Committee’s Lismore hearing Mr Draper said that he had
observed environmental pollution.”®> Mr Draper described his observations as follows:

We already have seen serious damage with our own eyes. I looked at leaking, bubbling
and flooded wells near Casino this morning. I am not sure if you were taken to them
during your tour: probably not ... I have found drilling fluid pits with ripped liners,
overflowing contaminated water dams, and I have seen other badly maintained drill
sites - some very close to town. And this is only exploration. What happens when they
have thousands of these things?98+

979

980

981

982

983

984

Submission 177, p 13.

Godfrey M, ‘AGL warned over coal seam well leak’, Sydney Morning Herald, 10 August 2011,
accessed 26 March 2012, <http://news.smh.com.au/breaking-news-national/agl-warned-over-
coal-seam-well-leak-20110810-1im49 . htmI>

Submission 648, Scenic Hills Association, p 49.

Correspondence from Mr Peter Bloem, Manager Illawarra, Environment Protection and
Regulation, to Mr David Kelly, AGL Upstream Investments, 4 August 2011, accessed 28 March
2012, <www.agl.com.au/Downloads/AGL%20Sugar%20Loaf%20Warning%20Letter.pdf>

Mr Draper, Evidence, 21 September 2011, p 41.
Mr Draper, Evidence, 21 September 2011, p 41.

Report - May 2012 211



LEGISLATIVE COUNCIL

Inquiry into coal seam gas

13.34

13.35

13.36

13.37

13.38

13.39

Response to concerns about regulatory regime

The NSW Government and coal seam gas industry do not appear to share Inquiry
participants’ concerns about the regulation of the coal seam gas industry. The NSW
Government, for example, described the regulatory regime, including the new measures
announced as part of the delivery of the Strategic Land Use Policy, as the ‘toughest regulatory
> 985

regime for CSG in Australia’.

Even before the Government announced the new measures contained in the Strategic
Regional Land Use Policy, the coal seam gas companies who appeared as witnesses at the
Inquiry stated unequivocally that the industry was well-regulated, and that while they would
support the NSW Government if it decided to make changes to the framework, any changes
should be in the direction of streamlining planning and approvals.

Mr Robbert de Weijer, Chief Executive Officer, Australia, Dart Energy, said: ‘We believe that
the industry is strongly regulated to date ...”.”*" This view was shared by Mr Peter Henderson,
Managing Director, Metgasco: “The industry is already well regulated. We support a strong and
effective regulatory framework ...>.""" AGL Energy described the coal seam gas as a ‘very
highly regulated industry’. AGL asserted that ‘given the heavy level of existing regulation ...
AGL does not believe that the industry warrants any further specific legislative and regulatory

988
frameworks’.

The submission from Eastern Star Gas listed 25 pieces of legislation, policies and guidelines at
State, Commonwealth and local government levels that regulate coal seam gas activities in
NSW.” In reference to the level of regulation that applies to a project when it reaches
production, Santos advised that their Gladstone project in Queensland is operating with 1,200
conditions.””

Mr Henderson of Metgasco rejected any suggestion that the industry needed more stringent
regulation. He asserted that rather than more regulation, the industry needs Government
support:

Metgasco and its coal seam gas peers have explored and invested in good faith and
needs the support of a government that is open for business in the form of timely and
professional exploration and development approvals.”!

In response to concerns about the extent of monitoring and enforcement activities,
Mr Baulderstone of Santos said that it is proportionate to the level of exploration activity
taking place, but that further resources will be needed as the industry grows:
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NSW Government, S#ategic Regional Land Use Policy: Frequently Asked Questions, March 2012, p 1.

Mr Robbert de Weijer, Chief Executive Officer Australia, Dart Energy Ltd, Evidence, 8 December
2011, p 67.

Mr Peter Henderson, Managing Director, Metgasco, Evidence, 8 December 2011, p 37.

Answers to questions on notice taken during evidence 17 November 2011, Mr Mike Moraza,
Group General Manager, Upstream Gas, AGL Energy Ltd, Question 24, p 18.

Submission 560, Eastern Star Gas, p 13.
Submission 337, p 37.
Mr Henderson, Evidence, 8 December 2011, p 37.
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I think at the moment — because, again, we are in the very eatly stages, and there is not
a huge amount of activity — the regulation and the compliance officers are sufficient.
Clearly, as the industry expands and grows in activity, government will need to invest
in additional resources to ensure that the regulations in place are adhered to.%9?

A written question was submitted to DTIRIS regarding whether there is a regular program of
audits of coal seam gas wells and associated infrastructure. DTIRIS responded that “... the
Division of Resources and Energy’s Mine Safety Officers regularly monitor safety
compliance...’, for example through reviewing drilling reports and on-site visits.””” However,
DTIRIS did not refer to any field monitoring of environmental impacts or compliance with
licence conditions.

On the issue of whether the NSW Government employs officers with the requisite skills and
experience to conduct monitoring and enforcement activities, Mr Brad Mullard, Executive
Director, Mineral Resources and Energy, DTIRIS, advised that:

We have environmental scientists who are engaged in a lot of the environmental
assessments associated with the coal seam methane wells. We also have highly
qualified experienced geologists, including petroleum geologists, who are involved in
looking at the geological aspects of the coal seam gas industry. Government
departments do not necessarily need to have every single expert in every single area...
If we need to we go to outside experts for a lot of the highly technical stuff.?

Further to Mr Mullard’s answer, Mr Mark Paterson, Director General, DTIRIS, advised that
specialist staff, such as hydrogeologists and geomorphologists, are employed by the Office of
Water.””

The Committee did not receive evidence from the NSW Government on which Government
agency is responsible for addressing reports of alleged environmental pollution, or concerns
about the behaviour of coal seam gas companies.

Since giving evidence to the Inquiry, the NSW Government has announced several measures
as part of its Strategic Regional Land Use Policy that are intended to improve compliance with
the regulatory regime and improve coal seam gas companies’ response to complaints.

In regard to compliance measures, penalties will be doubled for non-compliance with
regulatory requirements, when explorers ‘undertake unauthorised activity including damage to
private or Crown land’, and where ‘rehabilitation is not adequately completed’.””
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Mr Baulderstone, Evidence, 17 November 2011, p 8.

Answers to supplementary questions, received 13 December 2011, Mr Mark Paterson, Director-
General, NSW Department of Trade and Investment, Regional Infrastructure and Services,
Question 1, p.6.

Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department of Trade and
Investment, Regional Infrastructures and Services, Evidence, 17 November 2011, p 47.

Mr Mark Paterson, Director General, Mineral Resources and Energy, Department of Trade and
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NSW Government, Strategic Regional Land Use Policy: Frequently Asked Questions, March 2012, pp 6-7.
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The NSW Government will also take into account past compliance when considering
applications to renew exploration licences. For example, the NSW Government announced
that compliance with the Draft Code of Practice for Coal Seam Gas Exploration ‘will be included as a
condition upon licence renewal’.””” The NSW Government also said that it has conducted a
State-wide audit of coal seam gas licences, in order to ‘enable comprehensive historical and
technical data to be considered when licence renewal applications are considered’.”®

The NSW Government has also introduced a Guideline for community consultation requirements for
the exploration of coal and petrolenm, including coal seam gas. The Guideline acknowledges the
importance of explorers implementing ‘effective and accessible’ complaints handling
procedures in order to develop good relationships with the local community.”” The
Community Consultation Condition stipulates that the process for lodging feedback may be
though a dedicated phone line, an email address or a website, and that a complainant should
be kept informed about what actions the company is taking to address their complaint.

The NSW Government will require explorers to report annually on how they have dealt with
complaints and feedback.'™ These reports will be used to monitor the performance of
companies holding exploration licences.

Committee comment

While the Committee is mindful that many of the allegations of environmental pollution made
by Inquiry participants are anecdotal and unproven, they are nevertheless alarming. It has been
revealed that a previously-dismissed concern, namely the pollution of Bohena Creek, was
ultimately proven correct. It is inexcusable that this pollution went undetected by NSW
Government authorities, despite community complaints, until Santos admitted many months
later that a breach had occurred. It should be noted that Santos was not responsible for this
incident, having merely taken over the company which produced the spill, and they are to be
commended for their forthright disclosure and action. This incident demonstrates the
weakness in Government monitoring and enforcement activities, and also highlights the
benefits of taking community complaints seriously. Given this example of the NSW
Government’s failure to adequately police the industry, the Committee must be sceptical of
the claim by the industry that all coal seam gas companies are meeting their licence conditions,
particularly given the large geographic area in which exploration activity is occurring. The
Committee notes that the NSW Government has amended environmental protection
legislation to require immediate notification of any pollution incidents."”" The following
section will consider potential reforms to improve the regulation of the coal seam gas industry
in New South Wales.
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NSW Government, Draft Code of Practice for Coal Seam Gas Exploration, March 2012, p 3.
NSW Government, Strategic Regional Land Use Policy: Frequently Asked Questions, March 2012, p 7.

NSW Government, Strategic Regional Land Use Policy: Guideline for community consnltation requirements for
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NSW Government, Strategic Regional Land Use Policy: Frequently Asked Questions, March 2012, p 6.
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13.51

13.52

13.53

13.54

13.55

Numerous Inquiry participants called for the Government to institute a clear, streamlined and
transparent division of responsibilities among the agencies responsible for regulating the coal
seam gas industry, and also called for more resources to be allocated to compliance activities.
In order to address the perceived deficiencies in industry regulation, several Inquiry
participations looked to the steps taken in Queensland to address fragmentation and improve
whole-of-government coordination. Some Inquiry participants also suggested that a Coal
Seam Gas Ombudsman or Commissioner be established.

Enhancing coordination

Numerous Inquiry participants, including coal seam gas companies, called for the regulatory
framework to be streamlined and made more transparent. Santos’ Mr Baulderstone claimed
that streamlining regulation would not only benefit the industry, but would improve
accountability:

So I think one thing that would benefit everyone is not necessarily additional layers
upon layers of regulation, but streamlining and bringing it together to have a single
point of accountability for how the regulation process works. I think that would go a
long way to giving the community confidence that the industry is regulated.!002

Inquiry participants suggested that Government agencies are not propetly equipped to play
their role as regulators of the coal seam gas industry. In relation to the environment and health
agencies, Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of New South
Wales, observed that: ‘My own experiences and interactions with these two agencies (both
before and after the departmental restructuring that succeeded the 2011 NSW State election)

has convinced me that neither is currently properly resourced for this role’.'"”

In support of the assertion that there is a lack of industry knowledge within Government
agencies, Fastern Star Gas advised that ‘ESG has received conflicting advice from NSW
departments and agencies on numerous occasions, particularly around planning and

: . 1004
environmental issues’.

The NSW Government has gone some way to acknowledging the need to make industry
regulation more transparent. In announcing its Strategic Regional Land Use Policy the
NSW Government said that the policy will provide ‘certainty for industry by establishing clear

1005
rules and transparent assessment processes’.

Based on the company’s experience in Queensland, Santos said that it would strongly
encourage the introduction of a process which coordinates these varied approvals.'™
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Mr Baulderstone, Evidence, 17 November 2011, p 8.

Submission 330, Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of New
South Wales, p 7.

Submission 560, p 14.
NSW Government, Strategic Regional Land Use Policy: Frequently Asked Questions, March 2012, p 1.
Submission 337, p 19.
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DTIRIS advised that in 2011 it formed the Coal Seam Gas Working Group to ‘promote
enhanced cooperation across all relevant departments and agencies’.'"” The Working Group
includes the key regulatory agencies of the Division of Resources and Energy, Office of
Environment and Heritage, Office of Water, Department of Primary Industries and the
Department of Premier and Cabinet, and ... is tasked with examining the key issues
associated with the regulation of the industry’.

The Committee is also aware that in December 2011, the Standing Council on Energy and
Resources ‘agreed to the development of a national harmonised regulatory framework for the
coal seam gas industry’.'™ The key areas to be considered include water management and
monitoring, well integrity, aquifer protection, hydraulic fracturing and chemical use. Further,
‘Ministers agreed to publicly release the work program to further build community confidence
in the effectiveness of regulatory regimes governing the industry’s development’. The national
harmonised framework is due for completion in September 2012.

Allocating additional resources

Inquiry participants highlighted the need to allocate additional resources to improve
compliance with the regulatory regime. The NSW Farmers’ Association recommended that
the NSW Government immediately increase the number of monitoring and enforcement
officers °... to enable more timely responses to reported breaches of licence conditions...”."""”

In relation to who should pay to resource the regulatory framework, the Ombudsman
suggested that costs be borne by industry through a ‘.. .levy or additional fee incorporated into

. 1010
licences’.

Ms Kirkby suggested that the NSW Government may be reluctant to require the industry to
meet these costs, because they are likely to be so high as to potentially jeopardise the
industry’s viability:

... the cost of doing that will be so huge that I doubt that the industry will be
viable... We think the industry has to be properly policed and based on what we have
seen I think you need someone out on site every time they have an activity on the
well. So if they are drilling, fraccing, doing maintenance, someone needs to make sure
they are doing the right thing otherwise the corners get cut. Who is going to pay for
that? It should not be the taxpayer...1011

Inquiry participants noted that close oversight of the industry will require the NSW
Government to compete with the mining industry to recruit enough skilled people. Mr
Michael Murray, National Water Policy Manager, Cotton Australia, remarked that:
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Answers to supplementary questions, received 13 December 2011, Mr Paterson, Question 2, p.5.
Standing Council on Energy and Resources, Meeting Communiguné, Melbourne, 9 December 2011.
Submission 335, NSW Farmers’ Association, p 5.

Submission 436, p 3.

Ms Kirkby, Evidence, 9 December 2011, p 29.
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One of the issues is that all the good hydrologists and the like have been snapped up
with big salaries by the various extractive companies. You guys will have to match that
and maybe build that into your fees and royalties to help pay for it.1912

Learning from Queensland’s experience

A number of Inquiry participants recommended that in attempting to put the right regulatory
regime in place, New South Wales should look to Queensland, which has fifteen years of
experience in regulating the industry in its production phase.

Many Inquiry participants criticised the way the Queensland Government approached industry
regulation, particularly in the early days of the industry in that State, and urged the
Government to learn from Queensland’s experience. The concerns around Queensland’s
regime in the early days were encapsulated by Mr Drew Hutton, President of the Lock the
Gate Alliance, who said that the Queensland Government was ‘... woefully behind the eight
ball when the whole thing started ... it is very difficult for regulators to do their job against a

big industry ... and when they do not have the resources it become so much harder."’"

The NSW Business Chamber said that New South Wales has the opportunity to put the right
regulatory framework in place from the very beginning of the industry:

Because coal seam gas is relatively new, there is still time to exert a degree of control,
in terms of regulation and the management of risk associated with the technology —the
two most often cited reasons for abandoning or halting the development of the
industry in NSW.1014

A similar view was expressed by Mr Rick Wilkinson, Chief Operating Officer, Eastern
Australia, Australian Petroleum Production and Exploration Association (APPEA). According
to Mr Wilkinson, New South Wales needs to learn the lessons of the Queensland experience,
to make the most of the opportunities associated with coal seam gas:

I think the good news story for New South Wales is that you actually can look at how
it has happened across the border and learn from that, and decide how you would like
to go forward here in New South Wales. Queensland is, to my mind, about 10 to 15
years further than down the track from where New South Wales is at the moment ...
So there is no question that there are lessons to be learned, and to make it fit and
work for New South Wales is the opportunity that we now have.101>

The Senate Inquiry examining the impacts of coal seam gas development in the Murray
Darling Basin urged the NSW Government to work closely with its Queensland counterpart
to develop a ‘comprehensive’ regulatory framework, before allowing the industry to move to
the production phase in New South Wales:
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Mr Michael Murray, National Water Policy Manager, Cotton Australia, Evidence, 16 November
2011, p 20.

Mr Drew Hutton, President, Lock the Gate Alliance, Evidence, 17 November 2011, p 24.
Submission 258, NSW Business Chamber, p 1.

Mr Rick Wilkinson, Chief Operating Officer, Eastern Australia, Australian Petroleum Production
and Exploration Association, Evidence, 12 December 2011, p 37.
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The legal regime in Queensland governing the coal seam gas industry has been
evolving rapidly on the basis of actual expetience, the lessons learned and the changes
made as a result should be available to New South Wales in developing its law in this
area.

The Committee trusts that there is extensive consultation between the Queensland
and New South Wales authorities. NSW has the opportunity to have a comprehensive
regulatory framework in place before production commences, drawing on lessons
learned...1010

As one of its measures to improve the regulation of the coal seam gas industry, the
Queensland Government established an LNG Industry Unit within the Department of
Employment, Economic Development and Innovation. The Unit is the single point of contact
for policy and legislative changes relating to the coal seam gas industry. The Unit assists with
planning and coordinating the activities of different government agencies, monitoring the
progress of projects, and ‘case managing’ permits and approvals after an environmental
assessment has been conducted.'”"”

The submission from Eastern Star Gas praised Queensland’s LNG Industry Unit as creating a
‘one stop shop’ to ensure a whole of government response to proposals:

ESG notes with interest the role of the LNG Industry Unit in the Queensland
Department of Employment, Economic Development and Innovation (DEEDI) and
its role in liaising with local authorities, peak industry bodies and proponents to
develop a whole-of-government response to proposals. Given the breadth of issues
involved in CSG exploration, production and transportation, the benefits of a one
stop shop are profound.!08

Further, Eastern Star Gas observed that a one stop shop could address possible knowledge
gaps about the industry within NSW Government agencies:

A dedicated CSG Industry Unit could become an effective repository for information
and advice within the NSW State Government, allowing a reliable and useful bank of
corporate knowledge to be established for the benefit of all NSW Government
departments and agencies.101

Queensland has also moved to improve monitoring and enforcement measures by establishing
an LNG Enforcement Unit in the Surat Basin to ensure compliance with the regulatory
regime. The Enforcement Unit is under the purview of the Department of Environment and
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Parliament of Australia, Senate, Rural Affairs and Transport References Committee, Management of
the Murray Darling Basin — Interim Report: the impact of mining coal seam gas on the management of the Murray
Darling Basin, November 2011, p 25.

Queensland Department of Employment, Economic Development and Innovation, accessed 30
March 2012, <www.industry.qld.gov.au/Ing/enforcement.html>

Submission 560, p 4.
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Resource Management. The Unit is staffed by ‘fifty new specialist groundwater, environmental
and safety staff’ 1 The ING Enforcement Unit officers are based in Brisbane as well as
regional areas including Dalby, Roma, Toowoomba, Gladstone, Rockhampton and Emerald.

According to the Queensland Government, the LNG Enforcement Unit plays an important
role in monitoring the activities of CSG companies, and that ‘a proactive compliance plan is in
place to closely monitor company actions. 300 water bores will be inspected for quality and
level in 2011. A further 300 will be inspected in 2012.""*" In addition to its programmed
monitoring, the Queensland Government said that it undertakes random audits of coal seam
gas activities:

Random audits and inspections of all CSG activities are carried out regularly... A total
of 187 proactive inspections and audits will be undertaken across an extensive range
of CSG operations including dredging, fraccing, water discharges and well
construction and completion reports.1022

In addition to instituting new compliance measures, the Queensland Government has taken
steps to improve their response to community complaints, and to provide the community
with a defined access point for information on the industry. The Queensland Government has
done this by establishing a CSG/LNG Hotline."”” The Hotline is designed to provide
information and to quickly address concerns or complaints, and is also a means for members
of the public to contact the LNG Enforcement Unit.'"**

The Committee attempted to ascertain from DTIRIS whether New South Wales was aware of
the regulatory developments in Queensland. When asked what formal consultation
arrangements are in place with the Queensland Government, DTIRIS responded: ‘NSW has
formal links with all Australian jurisdictions through the Coal Seam Gas Steering Group under
the Standing Council on Energy and Resources. The NSW Government also has informal

connections with the relevant Queensland Government departments at all levels’.'"

In addition, DTIRIS advised that there will be a review of the Petrolenm (Onshore) Act 1991, and

that ‘the review will also encompass the recent experience gained by Queensland and other

states in relation to the regulation of coal seam gas’.'"*
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Establishing a Coal Seam Gas Commissioner or Ombudsman

13.75  Several Inquiry participants suggested that the NSW Government create the position of Coal
Seam Gas Ombudsman or Commissioner. Views varied on the role that a Commissioner or
Ombudsman could play. Some of the suggestions included that this person be charged with
oversight of the regulatory system, investigating complaints, and providing a central repository
for information on the industry.

13.76  Cr Robyn Faber, Mayor, Narrabri Shire Council, supported the creation of an Ombudsman:

Narrabri Shire calls on the State Government to appoint an independent officer,
similar to an ombudsman, reporting directly to the Premier and the people to manage
and enforce compliance with conditions of consent for all State-significant projects,
including coal seam gas and mining ...1027

13.77  The Hunter Valley Wine Industry Association stressed the complaints management aspect of
this role calling for ‘the appointment of a Coal and Gas Ombudsman to investigate
complaints’.'***

13.78  Mr Michael Johnsen, who appeared in a private capacity and as a Councillor of Upper Hunter
Shire Council, suggested that an Ombudsman could disseminate reliable information to the
community: ‘One of the things that we should be looking at is a mineral resources
Ombudsman, an independent body that can impart information to everyone.
That Ombudsman would be someone the community can rely on”.'"””

13.79  Some sections of the coal seam gas industry also supported the appointment of an
independent person to oversee the coal seam gas industry. According to Mr Wilkinson of
APPEA:

I think there should be a visible and clear regulator. I think there is talk already about
a resources commission — having someone with whom the buck stops regarding coal
seam gas. That provides a go-to person who can navigate the regulations and act as a
conduit for concerns.1030

13.80  Mr Henderson of Metgasco indicated that he saw the benefits of this position as ‘having
someone in government who knows how government works and who can explain to the
people how the regulations fit together and the checks and balances would add value’.""
Committee comment

13.81 The Committee believes that the NSW Government must learn from Queensland’s recent
experience of coal seam gas development. The following recommendations suggest changes to
the regulatory regime in New South Wales, based on Queensland’s recent efforts to improve
industry regulation.

1027 Cr Robyn Faber, Mayor, Narrabri Shire Council, Evidence, 16 November 2011, p 2.
1028 Submission 259, Hunter Valley Wine Industry Association, p 7.
1029 Mr Michael Johnsen, Councillor, Upper Hunter Shire Council, Evidence, 31 October 2011, p 49.
1030 Mr Wilkinson, Evidence, 12 December 2011, p 37.
1031 Mr Henderson, Evidence, 8 December 2011, p 44.
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Several Inquiry participants called for the position of coal seam gas commissioner or
ombudsman to be established to oversee the coal seam gas industry. They suggested that this
measure could improve community confidence in the industry. The Committee therefore
recommends that the NSW Government establish a position for a Petroleum Ombudsman. In
making this recommendation, the Committee suggests that the NSW Government consider
expanding this position so that it would not only oversight coal seam gas activities, but all
mining activities.

Recommendation 31

That the NSW Government establish a position for a Petroleum Ombudsman.

13.83

13.84

13.85

Inquiry participants living in areas potentially affected by coal seam gas activities expressed
concern about fragmentation of the regulatory regime across several Government agencies.
This fragmentation is also undesirable for coal seam gas companies, as it can be cumbersome
and unwieldy for them to navigate the application and approvals processes. Importantly,
fragmentation can also mean that the Government is missing out on developing a bank of
much-needed knowledge and expertise about the industry.

Aside from the need to address fragmentation, the Committee considers it imperative that the
Government act to address the potential conflict of interest in the role played by DTIRIS. As
noted by the Ombudsman, there are ‘obvious challenges’ for DTIRIS in its responsibilities for
promoting the industry and issuing licences, as well as conducting monitoring and
enforcement activities. There should instead be a clear division between the agency or
agencies responsible for monitoring the coal seam gas industry to ensure compliance with
industry regulation, and taking enforcement action where required, and the agency or agencies
charged with supporting the industry’s development and issuing licences.

The Committee considers that a new Industry Unit should be established within the Division
of Resources and Energy, DTIRIS, to be modelled on the LNG Industry Unit established in
Queensland. The Unit would function as a ‘one-stop-shop’ on coal seam gas issues, and would
be responsible for issuing licences and driving policy development on the industry. The
Industry Unit would deliver a whole of government response to the industry and also act as a
‘knowledge bank’ within Government on coal seam gas issues.

Recommendation 32

That the NSW Government establish an Industry Unit within the Division of Resources and
Energy in the Department of Trade and Investment, Regional Infrastructure and Services to

provide a coordinated response to coal seam gas developments in New South Wales. The
Unit should:

e issue licences for coal seam gas development,
e drive policy development on the coal seam gas industry, and
e provide a repository of knowledge within Government about coal seam gas issues.
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13.86  In addition, a new Compliance Unit should be established in the Environment Protection
Authority, to be modelled on the LNG Enforcement Unit established in Queensland. The
Compliance Unit would be responsible for monitoring coal seam gas activities, investigating
incidents, and taking enforcement action where required. This would provide a single point of
accountability. As in Queensland, the Government should recruit officers with specialist skills,
such as hydrogeologists and geologists, and will need to pay competitive salaries to compete
with the mining industry. As many of these officers as possible should be based in the regional
‘shop fronts’ proposed in Recommendation 13.

13.87  This proposal to establish a Compliance Unit would address this potential conflict of interest
in role of DTIRIS by moving the monitoring, enforcement and complaints functions to
another agency that is independent of Government.

Recommendation 33

That the NSW Government establish a Compliance Unit within the Environment Protection
Authority. The Unit should:

e undertake regular monitoring of coal seam gas operations,

e address community complaints, investigate incidents and take enforcement action
where required, and

e be comprised of specialist compliance officers, as many of whom as possible should be
located in regional ‘shop fronts’.

13.88  The Committee understands the frustration of Inquiry participants who have attempted to
report complaints of environmental pollution or poor behaviour by coal seam gas companies.
The Committee heard that if members of the public do alert Government agencies to their
concerns, they are seen as a nuisance. The Committee notes that this has the potential to feed
the suspicion among some community members that the NSW Government is on the side of
the coal seam gas companies, rather than concerned members of the public. In addition,
participants who alerted coal seam gas companies to their concerns said that their complaints
were not acted upon.

13.89  The Committee considers that members of the public should have the option to report their
concerns to either coal seam gas companies or the NSW Government. In addition to requiring
coal seam gas companies to institute effective complaints handling procedures, as they have
done in the delivery of the Strategic Regional Land Use Policy, the NSW Government should
establish its own centralised complaints hotline, modelled on Queensland’s LNG/CSG
Hotline. The Complaints Hotline would refer complaints to the Compliance Unit for possible
investigation and enforcement action if necessary.

Recommendation 34

That the NSW Government establish a dedicated Complaints Hotline within the Compliance
Unit. The Hotline should:

e answer calls from community members seeking to report concerns about potential
environmental pollution or the behaviour of coal seam gas companies, and

e refer complaints to the Compliance Unit for investigation and possible action.
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The Committee shares the view of those Inquiry participants who believe that New South
Wales has the opportunity to learn from events in Queensland. If the industry is to develop to
its full potential, any regulatory regime put in place must have a scientific basis.

A key theme throughout this report is the level of uncertainty surrounding the potential
impacts of the coal seam gas industry. Some of these impacts could have significant and long-
lasting consequences, such as contamination or depletion of water resources. The Committee
believes that it is imperative that no further production approvals are issued until the
deficiencies in the regulatory framework are addressed and a comprehensive, effective and
transparent regime is put in place to regulate the coal seam gas industry in New South Wales.

Recommendation 35

That the NSW Government issue no further production licences until a comprehensive
framework for the regulation of the coal seam gas industry is implemented.
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No. Author

1 Ms Rosslyn Elliott

2 Mr Alex Portnoy

3 Name suppressed

4 Name suppressed

5 Mrs Julie Prowse

6 Mr Murray Scott

7 Miss Moana Perrot

8 Name suppressed

9 Miss Susan Gourley

10 Ms Jill Garsden

11 Miss Lisa Doherty

12 Mrs Lynne De Weaver

13 Ms Margaret Brace

14 Mr Roger Corben

15 Mr Nicholas Blackman

16 Mr Jason Adam

17 Dr Wayne & Mrs Susan Somerville
18 Name suppressed

19 Mr Bruce Robertson

20 Mr Kevin & Maureen Markey
21 Mr David Goulding

22 Mr Robert F Komoll (Partially Confidential)
22a Mr Robert F Komoll (Partially Confidential)
23 Ms Sandra Easton

24 Mr Clifford Harris

25 Ms Sasha London Welker

26 Mr Richard Deem

27 Cr Bevan O’Regan

28 Mr Simon Chance

29 Ms Julie St. Aubyn

30 Ms Jennifer Tidey

31 Miss Judith McCaffery
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32 Mrs Patricia Mann

33 Householders” Options to Protect the Environment (HOPE) Inc.
34 Mr Steve Higgs

35 Name suppressed

36 Mrs Emma-Jane Larmar

37 Mr Peter van Nimwegen

38 Ms Christine Tiley

39 Mr Peter Gillbank

40 Ms Karen Dinsdale

41 Mrs Cornelia Tischner-King
42 Mr Doug Cush

43 Mr William Vorobioff

44 Name suppressed

45 United Myall Residents Against Gas Extraction
45a United Myall Residents Against Gas Extraction
46 Confidential

47 Mr John Jeayes

48 Mr Paul Brecht

49 Mr Harald Oshman

50 Ms Alison Ross

51 Mr Chris Willey

52 Confidential

53 Name suppressed

54 Ms Bev Atkinson

55 Mr Trent Bailey

56 Dr Liz Gill

57 Name suppressed

58 Ms Christine Clark

59 Name suppressed

60 Mr Michael Daley

61 Ms Karin Hensen

62 Name suppressed

63 Ms Kris Schmah

64 Ms Helen Smith
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65 Dr Paul Taylor

66 Mr William West

67 Mrs Madeleine Adams
67a Mrs Madeleine Adams
68 Mr Philippe Dupuy
69 Ms Linda Witf

70 Mr Colin Scott

71 Name suppressed

72 Name suppressed

73 Mrs Natalie Tydd

74 Confidential

75 Mrs Karen Gifford

76 Mrs Charmaine Cook
77 Name suppressed

78 Mr Roland Dobler

79 Name suppressed

80 Ms Victoria Ross

81 Confidential

82 Name suppressed

83 Name suppressed

84 Name suppressed

85 Mr Leslie Jowers

86 Mr Rob Matthews

87 Mr Tan Dawson

88 Mrs Robyn Jones

89 Mr Colin Hindmarsh
90 Mr Philip Bailey

91 Ms Penny Osterhaus
92 Mrs Helen Saville

93 Mr Larry Robertson
94 Mrs Christine Crimmins
95 Name suppressed

96 Ms Anne Coombs

97 Northern Rivers Catchment Management Authority
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98 Dr Steve Robinson

99 Mrs Indra Stephenson
100 Australian Government National Water Commission
101 Ms Bev Maybury

102 Ms Jean Frater

103 Ms Robyn Moncrieff
104 Ms Anthea Amore

105 Confidential

106 Mr Nat Barton

106a Mr Nat Barton

107 Mrs Jennifer Pyle

108 Ms Jane Lemann OAM
109 Ms Leanne Le Coic

110 Central West Environment Council
11 Mr Raymond Dean

112 Dr Alexander Racklyeft
113 Confidential

114 Mrs Diane Sanna

115 Name suppressed

116 Ms Andrea Jones

117 Name suppressed

118 Mr Graham Warburton
119 Name suppressed

120 Maules Creek Community Council
121 Ms Pam Tippett

122 Confidential

123 Mr Michael Nejad

124 Mr David Whistler

125 Mrs Stella Wakil

126 Ms Alana McPherson
127 Name suppressed

128 Ms Kira Alia Leeon
128a Ms Kira Alia Leeon

129 Mr Heski Wakil

130 Australian Pork Limited
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131 Mrs Katy Brown

132 The Colong Foundation for Wilderness Ltd
132a The Colong Foundation for Wilderness Ltd
133 Mrs Ruth Colvin

134 Mrs Judith Leslie

135 Coal Seam Gas Committee, Caroona Coal Action Group
136 Mr Robert Reeve

137 Name suppressed

138 Mr Jeffrey Pyle

139 Mrs Denise Hull

140 Mr Jake Hennessey

141 Name suppressed

142 Mrs Jeanie Pecats

143 Treekeepers Nursery

144 Mr Roger Ware

145 Name suppressed

146 Name suppressed

147 Mr Bruce Clarke

148 Mr Keelah LLam

149 Ms Elizabeth Thorton

150 Mr Paul Jessup

151 Ms Heather Barnard

152 Mrs Caroline Waiton

153 Ms Victoria Hamilton

154 Ms Elizabeth Morrow

155 Mr Samuel Mehan

156 Ms Tracy Parker

157 Ms Alexandra Manzi Fe

158 Ms Amanda Martin

159 Dr Shaun Cashman

160 Mr Lachlan Woolley

161 Name suppressed

162 North West Ecological Services
163 NSW Irrigators Council

164 Mrs Robyn Kremer

Report - May 2012 229



LEGISLATIVE COUNCIL

Inquiry into coal seam gas

No. Author

165 Ms Karen Kolenc

166 Miss Anita Jordan

167 Mrs Elizabeth Jack

167a Mrs Elizabeth Jack

168 Name suppressed

169 Mr Adrian Ingleby

169a Mr Adrian Ingleby

170 Mrs Cathy Lock

171 Mr Greg Taylor

172 Mr Reinhard Freise

173 Mrs Amanda McHugh

174 Ms Sue Klein and Mr Roger Graf
175 Ms Jeanette Gow

176 Clarence Environment Centre
177 Mr Anthony | Pickard (Partially Confidential)
177a Mr Anthony | Pickard (Partially Confidential)
178 Mrs Elizabeth Starkey

179 Tourism Advancing Gloucester
180 Ms Alice Moffett

181 Mr Scott Sledge

182 Save Bunnan Inc and Wybong Action Group
183 Dr Rockley G Boothroyd

184 Mr Bruce Corston

185 Name suppressed

186 Mr Martin Robinson

187 Name suppressed

188 Ms Julia Walkden

189 Mr William Michael Seay

190 Mr Angus Neil-Smith

191 Mrs Sue Wilmott

192 Mzrs Beverley Sheppard

193 Ms Sally Chapman

194 Mr Barry Whitton

195 Mr David Rose
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196 Greg Armfield
197 Name suppressed
198 Name suppressed
199 Miss Donna Smit
200 Mr Garry Hill

200a Mr Garry Hill

200b Mr Garry Hill

201 Mrs Angie Smith

202 National Toxics Network Inc.
203 Name suppressed

204 Ms Peaches Land

205 Name suppressed

206 Mr Philip Edwards
207 Mr Terry Stanton
207a Mr Terry Stanton

208 Mr Brian Sheppard
209 Name suppressed

210 Ms Eloise Ross-Jones
21 Name suppressed

212 Mr Tony Todman

213 Mr Sam Bragg

214 Mrs Barbara Seay

215 Mr Anthony Gregory
216 Name suppressed

217 Mr Julius Timmerman
218 Name suppressed

219 Name suppressed

220 Mr Richard Watkins
221 Name suppressed

222 Miss Siobhan Cotcoran
223 Mr Nigel Waters

224 Dr Ann Young

225 Ms Angela Jansz

226 Confidential
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227 Ms Jennifer Bailey

228 Mrs Kerrie Barnett

229 Mr David Menzies

229a Mr David Menzies

230 Mr Wayne McKay

231 Natural Resources Commission

232 NSW Minerals Council

233 Ms Daphne Mc Curdy

234 Permaculture Sydney North

235 Ms Katinka Smit

236 Australian Garden History Society

237 Dr Murray May

238 Ms Teresa James and Mr Bryan Barber

239 Mr John Clarke

240 Dr Rochelle Braaf and Mr Crispin Bailiff

241 Name suppressed

242 Ms Katrina McDonald

243 Mr Brett Findlay

244 Greater Taree City Council

245 Mullaley Gas Pipeline Accord

246 Ms Elizabeth Lanham

247 Nimbin Neighbourhood & Information Centre Inc
247a Nimbin Neighbourhood & Information Centre Inc
248 Mr Malcolm Donaldson

249 Mudgee District Environment Group

250 Greater Blue Mountains World Heritage Area Advisory Committee
251 Country Women's Association of NSW

252 Hawkesbury-Nepean Catchment Management Authority
253 Regional Development Australia - Northern Rivers
254 Hunter-Central Rivers Catchment Management Authority
255 Australian Water Campaigners

256 Hunter Environment Lobby

257 Ms Joanne Murray

258 NSW Business Chamber
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259 Hunter Valley Wine

260 Ms Sandra Bassetti

261 Summer Dell Pastoral Group

262 Name suppressed

263 Mrs Lea Mclachlan

264 Mr Glen Walker

265 Ms Penelope Teerman

266 Mr Angus Hamilton

267 Engineering Geology Specialists

268 Gecko - Gold Coast and Hinterland Environment Council
269 Mrs Barbara Pearce

270 Mr John Pearce

271 Livestock Health and Pest Authorities

272 Barrington-Gloucester-Stroud Preservation Alliance
273 Rivers SOS

274 NSW Farmers Dairy Committee

275 Richmond Valley Council

276 Tweed Shire Council

277 Byron Saving Australia's Natural Environment
278 Caldera Environment Centre

279 Northern River Guardians Inc

280 Lock The Gate Alliance Inc

280a Lock the Gate Alliance Inc

281 Keerrong Gas Squad

282 MidCoast Water

283 Richmond Wilson Combined Water Users' Association
284 Australian Lot Feeders' Association

285 Econetwork Port Stephens Inc.

286 Upper Hunter Waterkeepers Alliance

287 Metgasco

288 Georges River Environmental Alliance

289 Confidential

290 Wollombi Valley Against Gas Extraction

291 Upper Mooki Landcare Group

292 Cr Mark Graham
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293 Economists at Large

294 Mr Robert Alexander

295 Mr David Anderson

296 Ms Carol Lillith Andrews

297 Miss Sophia Ashenhurst

298 Ms Sue Attreed

299 Mr Paul Aylward

300 Mr Roger Marchant

301 Name Suppressed

302 Ms Dorothy Pollard

303 Ms Jenny Chester

304 Ms Alyson Shepherd

305 Ms Judith C Tuggle

306 Mr Bill Bryan

307 Ms Leah Hobbs

308 Mr Rod Besier

309 Mr Andrew Moy

310 Ms Lesley McQueen

31 Running Stream Water Users Association
311a Running Stream Water Users Association
312 Central West Livestock Health and Pest Authority
313 Mr Edward Savage

314 Mr Linton Smith

315 Ms Helen Hawkins

316 Mr James Hull

317 Mrs Mavis Bailey

318 Mr A.J. Glassop and Ms J.L. Glassop

319 The Robinson Family

320 Ms Diana Simmons

321 Western Catchment Management Authority
322 Mr Mervyn De Vries

323 Ms Mandy De Vries

324 Mrs Lyn Hull

325 National Parks Association of NSW

326 Upper Hunter Shire Council
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326a Upper Hunter Shire Council

327 Campbelltown City Council

328 Wybong Action Group

328a Wybong Action Group

329 Ms Kathe Robinson

330 Dr Stuart Khan

331 Narrabri Shire Property Rights Group

332 Mr Robert Oakeshott

333 The Wilderness Society NSW

334 Native Title Services Corp (NTSCORP Ltd)

335 NSW Farmers' Association

336 Norco Co-Operative Ltd

337 Santos

338 Nimbin Environment Centre & Tweed Richmond Organic Producers'
Organisation

339 City of Sydney

339a City of Sydney

340 North East Forest Alliance

341 Clarence Valley Conservation Coalition

342 Mid Western Community Action Network

343 Camden Council

344 AGL Energy Limited

345 Manning Alliance

346 Ms Helen Smith

347 Mr Dean Draper

348 Group Against Gas (GAG) Kyogle

349 Climate Change Australia (Clarence Branch)

350 Mrs Maree Reilly

351 Namoi Water

352 Carmelite Nuns

353 Total Environment Centre Inc

353a Total Environment Centre Inc

354 Wingecarribee Shire Council

355 Beyond Zero Emissions

356 Narrabri Shire Council
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357 NSW Association of Mining Related Councils
358 The Gloucester Reference Group

359 Environmental Defendet's Office NSW (EDO)
360 Border Rivers - Gwydir Catchment Management Authority
361 Inland Rivers Network

362 Namoi Catchment Authority

362a Namoi Catchment Authority

363 Miss Jacinta Green

364 Gilgandra Shire Council

365 Wingham Branch of NSW Farmers

366 Southern Highlands Coal Action Group

367 Namoi Councils

368 Friends of the Pilliga

369 Moree Plains Shire Council

370 TRUenergy

37 Lake Macquarie City Council

372 Wyong Shire Council

373 Moree Community Consultative Committee - CSG
374 Central Coast Greens

375 North East Forest Alliance, Hunter Region
376 Rising Tide

377 Mrs Lauren Boers

378 Ms Jain Brand

379 Order of Discalced Carmelites

380 Name suppressed

381 Mr Ben Adams

382 Ms Bindi Adams

383 Mt David Allen

384 Dr Sarah Antill

385 Dr Aharon Arakel

386 Confidential

387 Name suppressed

388 Mr Robert Baker

389 Mrs Lisa Barber

390 Mrs Leanne Barrett
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391 Name suppressed

392 Mr Robert Barry

392a Mr Robert Barry

393 Manning Clean Water Action Group

394 Ms Susan Becchio

395 Miss Vanessa Bible

396 Ms Lara Bickford

397 Name suppressed

398 Ms Delicia Bone

399 Mr Douglas Blackwell

400 Mr Adam Borg

401 Ms Kerri Mcleod

402 Ms Alison Topaz

403 Mr Anthony Abrahams

404 Dr David Tranter OAM

405 Ms Jenny Gibbons

406 Dart Energy Limited

407 Nature Conservation Council of NSW, Northern Inland Council for the
Environment, North Coast Environment Council and Armidale Action on Coal
Seam Gas

408 Gloucester Shire Council

408a Gloucester Shire Council

409 Ms Natasha Watson

410 Gwydir Valley Irrigators Association

411 Mr Keith Hart

412 Doctors for the Environment Australia Inc.

413 Ms Carol Carter

414 Equilibrium Future Solutions Inc

415 The People Project Inc

416 Clarence Valley Council

417 Ms Jacqui Kirkby

418 Energy Supply Association of Australia

419 Lismore City Council

420 Mr David Quince

421 Mrs Amala Boumans
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422 Ms Kate Boyd

423 Ms Shuna Boyd

424 Name suppressed

425 Name suppressed

426 Ms Sue Brittain

427 Mzt Phil Bromley

428 Ms Linda Brooks

429 Mrs Ann Brown

430 Ms Katie Brown

431 Mrs Gillian Budden

432 Ms Leigh Butt

433 Mt Murdo Cadell

434 Mr John Caesar

435 Mr Nicholas Callaghan

436 NSW Ombudsman

437 Fodder King Limited

438 Bolwarra Environmental Services

439 Ecological Agriculture Australia Association
440 Mr AJ Jack Parker

441 Pottsville Community Association

442 Wooyung Action Group

443 Sutherland Climate Action Network

444 Stop CSG Sydney

445 Coalcliff Community Association

446 Camden Haven Anti Fracking Group

447 Australian Petroleum Production and Exploration Association
447a Australian Petroleum Production and Exploration Association
448 Bylong Valley Protection Alliance

449 Ballina Climate Action Network (BCAN)
450 Cotton Australia

451 Northern Rivers Regional Organisation of Councils Inc (NOROC)
452 Liverpool Plains Shire Council

453 General Electric (GE)

454 Ms Toni Riddell
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455 Rabobank Australia and New Zealand
456 Ms Deedre Kabel

456a Ms Deedre Kabel

457 Northern Illawarra Sustainability Alliance
458 Name suppressed

459 Mr Rod Young

460 Name suppressed

461 Mrs Mary Davidson

462 Miss Marie-Claire Demers

463 Ms Virginia Ellsmore

464 Name suppressed

465 Mr Jack Claff

466 Mrs Cira Robinson

467 Crystal Creek Farmers Association

468 National Parks Association Southern Sydney Branch
469 Ms Pam Seccombe

470 Ms Marion Riordan

471 Ms Sharon Shostak

472 Mr Richard Stanford

473 Mr Glynn Stiller

474 Mr Jorge Tlaskal

475 Mr Frans Timmerman

476 Name suppressed

477 Mr Michael Weatherhead

478 Byron New Energy

479 Mrs Unity Zilles

480 Name suppressed

481 Mr Reginald Lane

482 Mr Justin Lane

483 Mr Phil Latz

484 Mr Graham Lauren

485 Miss Kim Lawson

486 Running Stream Water Users Association Inc
487 Community Environment Network of the Central Coast
488 Mr Tom Livanos
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489 Name suppressed

490 Mr Joel Lock

491 Mr Kevin Lock

492 Mr Paul Lowe

493 Name suppressed

494 Mr Michael Lynch

495 Ms Ronda MacDougall
496 Mr Hamish MacKenzie
497 Name suppressed

498 Mr Tony Markham
499 Mrs Heather Martin
500 Mrs Sonya Marshall
501 Ms Angela Martin

502 Dr Leonard Martin
503 Mr Angus Martin

504 Mr Xavier Martin

505 Mr Colin Charlton

506 Mr Steve Matthews Cooke
507 Mr Neville Mattick

508 Mr Stephen Maunder
509 Confidential

510 Ms Margaret McCue
511 Confidential

512 Name suppressed

513 Ag Offsets Pty Ltd

514 Dr Alison Mclntosh
515 Mr John McKindley
516 Name suppressed

517 Ms Marg MclLean

518 Confidential

519 Name suppressed

520 Mr Michael McNamara
521 Mrs Julie McNamara
522 Mr John McPherson
523 Ms Sacha Meaton
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524 Mr Scott Meier

525 Mrs Clara Mera

526 Ms Ruth Meyer

527 Mr David Meyers

528 Name suppressed

529 Name suppressed

530 Mrs Kaye Monro

531 Mr Chris Moran

532 Professor Saul Mordaunt

533 Coast and Wetlands Society

534 Name suppressed

535 Miss Janet Muir

536 Mrs Ema Munro

537 Mr Kieran Mutimer

538 Mrs Monica Muxlow

539 Mrs Lucinda Noonan

540 Ms Sara Noonan

541 Ms Kathleen Notley

542 Name suppressed

543 Mrs Catherine Cheung

544 Mt Frank O'Donohue

545 Mrs Joan O'Donohue

546 Name suppressed

547 DIG Far North Coast Dairy Industry Group Inc.

548 Wilvil Pastoral Co (Partially Confidential)

549 Northern Rivers Greens

550 South East Forest Rescue

551 Great Lakes Council

552 Stop Coal Seam Gas Illawarra

553 Hydrology Research Laboratory, The Faculty of Food, Agriculture and Natural
Resources, The University of Sydney

554 Armidale Branch National Parks Association of NSW

555 NPA Illawarra Branch

556 Edge Land Planning

557 NSW Farmers Association - Boggabri, Gunnedah, Pottinger District Councils
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558 Rainforest Information Centre

559 Local Food Gardens

560 Eastern Star Gas

561 Mr Justin Hamilton

562 Ironstone Community Action Group Inc

563 Mr Thomas McHugh

564 Mrs Awyn Hoskins

565 Mr Norm Archibald

566 Dr Fiona McCormack

567 Ms Rosalind Warden

568 Ms Natasha Parish

569 Ms Y M Newton

570 Ms Robyn Stansky

571 Mr James Adams

572 Mr James Adams

573 Name suppressed

574 Ms Boudicca Cerese

575 Mrs Margaret Chamberlain

576 Mrs Kaye Chambers

577 Mr Brad Christensen

578 Mrs Phoebe Clift

579 Mr Charlie Cochrane

580 Mr Howard Corfield

581 Ms Megan Benson

582 Willoughby City Council

583 Mrs Mary Rose McDonald

584 Mr Frederick C Hoberg & Mrs Jeanette L. Hoberg
585 Mr Sandy & Mrs Amanda Brooks

586 Mr David William & Mrs Beverley Anne Perks
587 Local Government & Shires Association of NSW
588 Ms Lorraine Yudaeff

589 Mrs Wendy B ] Williamson

590 W J Bryan Engineering

591 Ms Carol Durkin

592 Councillor Greg Petty CPA ASA, ACIS, BBS (NSWIT), JP
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593 Exterra Ensystex Australasia

594 Gunnedah Shire Council

594A Gunnedah Shire Council

595 Ms Anandan McEwen

596 Committee of The Wildlife Preservation Society of Queensland, Gold Coast
Branch

597 Miss Maxine Blackburn

598 Confidential

599 Name suppressed

600 Confidential

601 Mr Joshua Burvill

602 Name suppressed

603 Mrs Michele Calvert-Branch

604 Name suppressed

605 Name suppressed

606 Name suppressed

607 Mrs Marea ] Capell

608 Name suppressed

609 Mrs Felicity Carolan

610 Mr Mark Cave

611 Mrs Ruth Ceballos

612 Mtrs Ruth Ceballos

613 Name suppressed

614 Mr Mike Chirgwin

615 Name suppressed

616 Ms Tina Clemens

617 Mr Brett Clift

618 Ms Elizabeth Coleman

619 Name suppressed

620 Mrs Celia Colliar

621 Ms Lyanne Compton

622 Mr Andrew Cooper

623 Mr Brett Cooper

624 Mrs Kathleen Costello

625 Mr Raymond Cowell
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626 Mr Joseph Crainean

627 Name suppressed

628 Name suppressed

629 Mr Rob Cropper

630 Mrs Susan Cudmore

631 Mr Peter Cunningham

632 Curtis Associates, Property Advisors and Buyers' Agents
633 Mr Martin Daley

634 Mrs Flor Davalos

635 Confidential

636 Name suppressed

637 Name suppressed

638 Mr Richard Davies

639 Name suppressed

640 Mzt John Davis

641 Australian Pipeline Industry Association

642 New South Wales Government

643 Mzt Chris Woolley

644 Ms Sara | Green

645 Mr Nigel Wyse

646 Mr Trevor Chipperfield

647 Ms Jann Chipperfield

648 Scenic Hills Association (SHA) (Partially Confidential)
648a Scenic Hills Association (SHA) (Partially Confidential)
649 Association for the Study of Peak Oil and Gas
649a Association for the Study of Peak Oil and Gas
650 Mr Raymond Dawes

651 Confidential

652 Mrs Felicity Davis

653 Mr Neil Denison

654 Ms Adrienne Dewdney

655 Ms Catherine Smit & Mr Peter Robinson

656 Cr Irene Doutney

657 Mrs Judith Deucker

658 Mr Duncan Dey
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659 Dr Shooshi Dreyfus
660 Mr David Drinkwater
661 Ms Roselyn Druce
662 Ms Josie Evans

663 Ms Katrina Evans
664 Mrs Shirley Everingham
665 Name suppressed
666 Confidential

667 Mr Justin Field

668 Name suppressed
669 Miss Lucia Fischer
670 University of New South Wales
671 Widden Stud Pty Ltd (Partially Confidential)
672 Ms Marylou Potts
673 Mr William Hastings
674 Mr Graham Dietrich
675 Mr Noel Downs

676 Ms Janet Duncan

677 Name suppressed
677a Name suppressed
678 Gerbilnow

679 Mr Ross Durham

680 Ms Josephine Egan
681 Ari Ehrlich

682 Confidential

683 Name suppressed
684 Ms Lynda Fletcher
685 Ms Sonia Fletcher
686 Name suppressed
687 Mrs Kate Foot

688 Ms Susie Forster

689 Ms Susie Forster

690 Ms Angela Froud

691 Dr Lutz Gaedt

692 Ms April Galetti
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693 Ms Angela George

694 Ms Helen Gibbons

695 Ms Sonya Gibbons

696 OzEnvironmental Pty Limited

697 Name suppressed

698 Ms Narion Giles

699 Ms Paula Glenn-Bland

700 Ms Anne Goddard

701 Name suppressed

702 Dr Kylie Goldthorpe

703 Mr Arthur Goode

704 Mrs Catherine Gorman

705 Mr Richard Gould

706 Mr John Gray

707 Name suppressed

708 Mr Philip Greenwood

709 Mr Zvonko Grkavac

710 Ms Barbara Groom

711 Mrs Nancy Hadfield

712 Name suppressed

713 Confidential

714 Mr David Hall

715 Name suppressed (Partially Confidential)

716 Name suppressed

717 Mr Yasir Hassan Assam

718 Mr Graeme Healy

719 Mr John Heaton

720 Mrs Maureen Gardner

721 Confidential

722 Mr Rod Fletcher

723 Name suppressed

724 Concerned landholders and residents of Baerami Creek, Baerami, Kerrabee,
Widden Valley, Martindale Creek and surrounding areas

725 Ms Sharron Hodge
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726 Name suppressed
727 Name suppressed
728 Mr Michael Howes
729 Ms Margaret Hurle
730 Mr David Hynes

731 Name suppressed
732 Mr Michael Johnsen
733 Name suppressed
734 Name suppressed
735 Ms Susan James

736 Mrs Lorna Jarrett
737 Name suppressed
738 Miss Dawn Johnston
739 Mrs Melinda Johnston
740 Mt David Dibden
741 Name suppressed
742 Confidential

743 Mr Laurence See

744 Mrs Sandra Shuetrim
745 Name suppressed
746 Ms Prudence Wawn
747 Mr Samuel Dowsett
748 Mrs Kaye Groves
749 Confidential

750 Mrs Patricia Holt
751 Mr K John Hughes
752 Mr Wendel Judd

753 Mr Garth Kindred
754 Ms Kate Watson

755 Name suppressed
756 Mr Marcus Kuhn
757 Mr Mark Palmer

758 Name suppressed
759 Name suppressed
760 Mr Peter Tierney & Ms Pip Rey
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761 Mr David Ridley

762 Mrs Linda Ridley

763 Mt Brett Sanders

764 Mrs Karen Schmidt
765 Mr Russell Scott

766 Name suppressed
767 Mr Chatles Shuetrim
768 Mr Guy Sim

769 Mr Richard Skates
770 Mrs Susanne Mary Skates
771 Mrs Jane Stevenson
772 Name suppressed
713 Ms Rhyll Tonge

774 Mrs Christine May Towndrow
775 Name suppressed
776 Name suppressed
777 Mrs Christine Downs
778 Mr Paul Giacometti
779 Ms Anne Heathcote
780 Mrs Glenys Hierzer
781 Name suppressed
782 Ms Amanda King
783 Mr Lachlan King

784 Mr Martin Kuhn

785 Mrs Megan Kuhn
786 Name suppressed
787 Confidential

788 Name suppressed
789 Name suppressed
790 Mrs Katy Pickering
791 Name suppressed
792 Mr Ian Plant

793 Name suppressed
794 Mrs Ashley & Mr Barry Prinable
795 Name suppressed
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796 Name suppressed

797 Miss Amanda Shoebridge
798 Name suppressed

799 Name suppressed

800 Ms Fiona Sim

801 Name suppressed

802 Mr Leigh Stone-Herbert
803 Name suppressed

804 Mr Brian Tomalin

805 Name suppressed

806 Mr Derek Walker

807 Name suppressed

808 Miss Roslyn Woodward
809 Mrs Lydia Kindred

810 Name suppressed

811 Mr Mark King

812 Mrs Kashanna Osmond-Dreyer
813 Mr Fred Payne

814 Mr Jim Rourke

815 Mrs Vesna Spasovski
816 Ms Liz Stephens

817 Name suppressed

818 Dr Helen Stevens

819 Mr Peter Townsley

820 Name suppressed

821 Mt Notrbert Kuhn

822 Name suppressed

823 Name suppressed

824 Mrs Beverly Smith

825 Mrs Kathleen Smith
826 Ms Clare Rourke

827 Ms Mary Smith

828 Mr Alex Krolikowski
829 Ms Anne Reynolds

830 Ms Catriona Simson
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831 Dr Ronald Watts

832 Confidential

833 Mt Trevor Hudson
834 Mr Ray Jaeger

835 Name suppressed

836 Mr Jason Kimberley
837 Mrs Olivia Patchett
838 Name suppressed

839 Ms Georgina Ramsay
840 Name suppressed

841 Name suppressed

842 Mrs Robyn Juteram
843 Name suppressed

844 Miss Renae Moore
845 Ms Galigali Perkins
846 Name suppressed

847 Mr Andrew Price

848 Mr Hugh Price

849 Mr Matthew Radzyner
850 Mr John Ross

851 Name suppressed

852 Ms Polly Stirling

853 Mr Arno & Mrs Nel Struzina
854 Miss Donna Thompson
855 Mr Matt Whealy

856 Name suppressed

857 Ms Carol Zarkesh

858 Mr James Hansen

859 Ms Catherine Knoles
860 Name suppressed

861 Mrs Catherine Lock
862 Mr Bruce McGowan
863 Mrs Jenelle McWilliam
864 Ms Miranda Mills

865 Miss Melanie Moote
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866 Ms Anne Picot

867 Mr Kevin Purdy

868 Name suppressed

869 Mrs Janet Robertson

870 Name suppressed

871 Name suppressed

872 Name suppressed

873 Name suppressed

874 Ms Kerry Suwald

875 Geo9 Pty Ltd

876 Name suppressed

877 Mr Alan Wardrop

878 Mr Heath Webb

879 Name suppressed

880 Ms Louise Steer

881 Name suppressed

882 Mr Eduardo Solis

883 Mrs Alicia Solis

884 Australian Property Institute New South Wales Division
885 Mrs M Lacroix

886 Year 11 Students, Wee Waa High School
887 Mr Nawal Kant Maharaj
888 Mr Jeff French

889 Wollondilly Shire Council
890 Ms Kirrily Smith

891 Ms Margaret Smith

892 Mr Reuban Keeley

893 Mr Murray Kennedy

894 Ms Kathie Kinchella

895 Ms Julie Jackson

896 Name suppressed

897 Name suppressed

898 Mr Andy Hrelja

899 Mr Peter King

900 Burragorang South West District Retired Mineworkers Association
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901 Wollongong City Council

902 Name suppressed

903 Richmond Dairies Pty Ltd

904 Ms Katrina Hobhouse

905 Kyogle Council

905a Kyogle Council

906 The United Mineworkers’ Federation of Australia
907 Ms Teresa James & Mr Bryan Barber
908 Kiama Municipal Council

909 Shoalhaven City Council

910 Southern Councils Group
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No Author

903 Mr Troy Lawrence

904 Mr Demenico Pasquale
905 Ms Thora-Lou smith
906 Dr John E Smart

907 Mr Friedel Warmers
908 Ms Jan Warmers

909 Ms Oriole Warmers
910 Mrs Shan Zauchenberger
i Ms Carol Tattersall
912 Mrs G Smyth

913 Mr Mark Smyth

914 Mr Gary Gooch

915 Mr Paul Osborn

916 Mr Bob Leech

917 Ms Diane Elaine Leech
918 Mr Ian Dobson

919 Mr Ray and Mrs Rita Vella
920 Ms L A Jefferys

921 Mr B D Jefferys

922 MsGrace Oldfield

923 Mt Neil E Warner

924 Mr Susan H. Warner
925 Ms Val Ransom

926 E Szpindler

927 Ms Barbara Edmunds
928 L Tattersall
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Proforma B

No Author
1 Ms Tracy Broadbent
2 Ms Heather Miller
3 ] Bromage
4 Ms Silvija Vermuyten
5 Mr Brett Kay
6 Ms Peta Richardson
7 Ms Rachel Reitsma
8 Mr Daniel Reitsma
9 Mt John Sutton/Mrs Tonia Sutton
10 Mr Stephen Smith
11 Mt Peter Reddie
12 Ms Alexandra Lawrence
13 Ms Shimona Kealy
14 Ms Penny Kealy
15 1. Caban
16 W Fabiszewski
17 Ms Gillian Fabiszewski
18 Ms Debbe Kay
19 G Smyth
20 Ms Jan James
21 Pat Foule
22 Ms Patricia Pritchard
23 G Cultler
24 Ms Sheme Johnson
25 Ms Carole Davies
26 Mr Mark Smyth
27 Ms Irene Osborn
28 Mr Barry Pressing
29 Mr Craig Emmelhainz
30 Ms Anabel Pekich
31 Ms Kerry Bromage
32 Mr David Flakelar
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Proforma B

No Author

33 Ms Kerrie Gooch

34 L Tattersall

35 Ms Linda Hough

36 Mr Erich Zauchenberger
37 Mr Tim Brown

38 Ms Maureen Horrocks
39 ] Sloey

40 Mt David Maybury

4 Mr Lesley Alcock

42 Mr Andrew Moncrieff
43 Mr John Horrocks

44 Ms Carol Tattersall
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Proforma C

No Author

1 Name suppressed

2 Mr Darren Harrison

3 Mr Lloyd Parslow

4 Mrs Janice Parslow

5 Name suppressed

6 Name suppressed

7 Ms Kathleen Barnes-Martin

8 Mr John Binnie

9 Mrs Barbara Binnie
10 Name suppressed

1 Mr Willem Byma

12 Mzrs Christine Byma
13 Name suppressed

14 Mr Reece Dodds

15 Mr Neville Donovan
16 Mrs Sophia Donovan
17 Mrs Karen Felton

18 Mrs Barbara Fogarty
19 Name suppressed

20 Mr Gordon Higgins
21 Mrs Margaret Higgins
22 Mrs Donna Hudson
23 Mr Robert O'Donnell
24 Mr Lloyd Parslow

25 Mirs Janice Parslow
26 Name suppressed

27 Mrs Kim Penney

28 Name suppressed

29 Mrs Joan Pereira

30 Name suppressed

31 Mzrs Marelle Robinson
32 Mr Gordon Ryder

33

Mrs Christine Ryder
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Proforma C

No Author

34 Ms Kaye Selfe

35 Name suppressed
36 Ms Nancy Spee

37 Ms Susan Stott

38 Mrs Kaye Thomson
39 Mrs Carmela Thorpe
40 Name suppressed
4 Name suppressed
42 Name suppressed
43 Name suppressed
44 Name suppressed
45 Name suppressed
46 Name suppressed
47 Mrs Christine Yarnold
48

Name suppressed
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Proforma D

No Author

1 Ms Natasha Wolff

2 Ms Jean Hay

3 Cr Linda Gill

4 Mrs Sheryl Kay Wright

5 Mr Brian Summers

6 Miss Rebecca Runting

7 Mr Isaac Shapiro

8 Mr Graham Dixon

9 Mrs Amala Boumans
10 Mt John Seed

1 Miss Kim Lawson

12 Ms Allie Godfrey

13 Mr Raymond Cowell
14 Mt Mike Chirgwin

15 Miss Lucia Fisher

16 Mr Andrew Paterson
17 Name suppressed

18 Name suppressed

19 Mr Jason Roberts

20 Ms Gabrielle Woolley
21 Mt Kim Woolley

22 Ms Karen McDougall
23 Name suppressed

24 Allie Godfrey

25 Ms Cas Hall

26 Ms Jean Hay

27 Name suppressed

28 M Bill Jacobi

29 Ms Margot Johnson
30 Mr Anandan McEwen
31 Ms Anna Keohan

32 Ms Jacinta McEwen
33 Ms Carol Menzies
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Proforma D

No Author

34 Mr Andrew Paterson
35 Name suppressed

36 Mr Simon Pinn

37 Mr Jason Roberts

38 Miss Rebecca Runting
39 Mr Isaac Shapiro

40 Name suppressed

4 Miss Myfanwy Stirling
42 Mr Brian Summers

43 Name suppressed

44 Ms Roslyn Tate

45 Mr Kevin Taylor

46 Mr Robin Taylor

47 Mrs Sacha-Jane Taylor
48 Name suppressed

49 Name suppressed

50 Ms Robyn Watkins

51 Name suppressed

52 Ms Natasha Wolff

53

Mrs Sheryl Kay Wright
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Proforma E

Z
o

Author

Mr J Gudze

Mr Ian Hill

Mr Mujo Husejnovic

Mr Tim Nicholls

Name suppressed

Professor Marie Ranson

Name suppressed

Name suppressed

|0 | N AN | R WD =

Mrs Janice and Mr John Ryan

p—
(=}

Ms Nadia Szimhart

p—
j—y

Dr Lindsay Tuggle

j—
[\®)

Ms Naomi Ullmann

j—
(O]

Miss Lisa Wray
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Date

21 September 2011
House with No Steps
Alstonville

7 October 2011
Parliament House
Sydney

Name

Mr Wayne Halcrow

Cr Janet Wilson
Cr Jenny Dowell
Mr Gary Murphy
Cr Phillip Silver

Cr Joan van Lieshout
Dr Mariann Lloyd-Smith

Ms Joanna Immig

Dr Wayne Somerville

Mzt Ian Gaillard
Mr Douglas Ferguson
Mr Harry Boyd

Ms Boudicca Cerese
Ms Lesley MacQueen
Ms Georgina Ramsay

Mzt Richard Deem
Mr Greg McNamara

Mr Jeff Collingwood

Mr Dean Draper
Mr John Whitehouse

Position and Organisation

Manager, Corporate Services,
Richmond Valley Council

Deputy Mayor, Kyogle Council
Mayor, Lismore City Council
Tweed Shire Council

President, Northern Rivers
Regional Organisation of Councils
(NOROC), Mayor of Ballina Shire
Council

T'weed Shire Council

Assistant Coordinator/Senior
Advisor, National Toxics Network
Inc.

National Coordinator, National
Toxics Network Inc.

Local property owner and clinical
psychologist

Keerrong Valley Gas Squad
Keerrong Valley Gas Squad
Keerrong Valley Gas Squad

Member, Group Against Gas
Kyogle

Member, Group Against Gas
Kyogle

Member, Group Against Gas
Kyogle

Local property owner

Chairman, Norco Co-Operative
Ltd

Milk Supply Manager, Norco
Co-Operative Ltd

Local property owner

Partner, Minter Ellison Lawyers
and Visiting Fellow, Graduate
School of Environment, Macquarie
University
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Date

31 October 2011
Club Taree
Taree

Name

Mr Gerard Tuckerman

Ms Lisa Jane Shiff

Mr Gerard Michael Jose

Cr John Rosenbaum

Cr Noreen June Germon

Mzt Pat Neal

Mr Graham Healy

Mr Garry Smith

Ms Anna Kaliska

Mr Robert James Loadsman
Mr Peter Epov

Ms Kerry Anderson

Mr Lloyd Parslow

Mr Thomas Davey

Mzt Bruce Robertson

Dr Steve Robinson

Mr Michael Johnsen

Position and Organisation

Manager Natural Systems, Great
Lakes Council

Director Planning and
Environmental Services, Great
Lakes Council

General Manager, Greater Taree
City Council

Deputy Mayor, Gloucester Shire
Council

Councillor, Gloucester Shire
Council, and Gloucester Shire
Council representative, AGL
Resources Community Consultative
Committee

Member, NSW Farmers Dairy
Committee

Chairperson, Barrington-
Gloucester-Stroud Preservation
Alliance

Project officer, Barrington-
Gloucester-Stroud Preservation
Alliance

Quality and Environmental Impact
Manager, MidCoast Water

General Manager, MidCoast Water
Chair, Manning Alliance

Secretary, Manning Alliance
Treasurer, Manning Alliance

Chairperson, Tourism Advancing

Gloucester

Beef cattle farmer on Manning
River

Psychiatrist and resident of

Gloucester

Resident of Scone and Cr, Upper
Hunter Shire Council
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Date

15 November 2011
The Club Motor Inn
Narrabri

16 November 2011
The Crossing Theatre
Narrabri

Name

Mr Owen Lane

Mr Peter Gett
Cr Robyn Faber

Cr Adam Marshall

Cr Katrina Humphries

Cr Col Murray

Mr Craig Trindall

Mr Michael Anderson

Mr Michael Murray

Ms Jane Judd
Mr Milton Judd

Ms Rosemary Nankivell

Mr James Bishop

Mt David Quince

Ms Judi Sheedy

Mt Tim Duffy

Mzr Alastair Donaldson

Mt Tim Duddy

Mr Doug Cush

Position and Organisation

Local property owner

Local property owner

Mayor, Narrabri Shire Council

Mayor, Gunnedah Shire Council
Mayor, Moree Plains Shire Council

Chairperson, Namoi Councils and
Mayor, Tamworth Regional
Council

Traditional landowner, Gomeroi
Nation

Traditional landowner, Gomeroi
Nation

National Water Policy Manager,
Cotton Australia

Friends of the Pilliga
Friends of the Pilliga

Caroona Coal Action Group and
Mullaley Gas Pipeline Accord

Mullaley Gas Pipeline Accord
Mullaley Gas Pipeline Accord

Executive Councillor and Chair of
Gunnedah District Council, NSW
Farmers’ Association (Boggabri,
Gunnedah, Pottinger District
Councils)

Member, NSW Farmers’
Association (Boggabri, Gunnedah,
Pottinger District Councils)

Member, NSW Farmers’
Association (Boggabri, Gunnedah,
Pottinger District Councils)

Member, NSW Farmers’
Association (Boggabri, Gunnedah,
Pottinger District Councils)

Local Property owner
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Date

17 November 2011
Parliament House
Sydney

Name

Ms Natalie Tydd
Mr Robert & Mrs Penny

Blatchford
Ms Carmel Flint

Mr Phil Sparks

Ms Jon-Maree Baker

Ms Francesca Andreoni

Mr Anthony Pickard

Mr James Baulderstone

Mr Andrew Kremor

Mr Sam Crafter

Ms Fiona Simson

Ms Brianna Casey

Mzt Chatlie Thomas

Mt Peter Drew Hutton

Mr Ross Anthony Naumann

Mr Mike Roy

Mr Mark Paterson AO

Mt Brad Mullard

Position and Organisation

Local Property owner

Local Property owners

Spokesperson, Northern Inland
Council for the Environment

Advisor, Northern Inland Council

for the Environment
Executive Officer, Namoi Water

Strategic Planning Manager, Namoi
Catchment Authority

Local property owner

Vice President Eastern Australia,

Santos

General Manager Energy Business,

Santos

Manager Community and
Government Relations NSW,
Santos

President, NSW Farmers’
Association

Senior Policy Manager, NSW
Farmers Association

Policy Advisor, NSW Farmers’
Association

President, Lock the Gate Alliance

Inc
Drilling Expert

Expert for well construction and

fracturing

Director General, Department of
Trade and Investment, Regional
Infrastructures and Services

Executive Director, Mineral
Resources and Energy, Department
of Trade and Investment, Regional

Infrastructures and Services
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Date

8 December 2011
Parliament House
Sydney

Name

Mt Robert O’Neill

Dr Marion Carey

Dr Helen Redmond

Mr Mike Moraza

Ms Sarah McNamara

Mr John Ross

Cr Keith Rhoades AFSM

Cr Adam Marshall
Mr Jeff Smith
Mr Nari Sahukar

Mr Peter Townsley

Dr Peter Turner

Dr Stuart Khan

Mr Peter Henderson
Ms Glenda McLoughlin
Mt Mick O’Brien

Mr Richard Shields

Ms Jacinta Green
Mr Chris Magner

Mr David Clift

Mr Robbert de Weijer
Mr Jason Needham

Position and Organisation

Director, Water Policy and
Planning, NSW Oftice of Water,
Department of Trade and
Investment, Regional

Infrastructures and Services

Doctors for the Environment
Australia

Doctors for the Environment
Australia

Group General Manager, Upstream
Gas, AGL Energy Ltd

Government and Community
Relations, AGL Energy Ltd

Manager, Hydrogeology, AGL
Energy Ltd

President, Local Government
Association of New South Wales

Vice President, Shires Association
of New South Wales

Director, Environmental
Defender’s Office

A/Policy Director, Environmental
Defender’s Office

Stop Coal Seam Gas Illawarra

Northern Illawarra Sustainability
Alliance

Senior Lecturer, Water Research
Centre University of New South
Wales

Managing Director, Metgasco
Chief Financial Operator, Metgasco
Chief Operating Officer, Metgasco

External Relations Manager,
Metgasco

Stop Coal Seam Gas Sydney

Richmond Wilson Combined
Water Users’ Association

Richmond Wilson Combined
Water Users’ Association

CEO Australia, Dart Energy Ltd

Exploration Operations Manager
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Date

9 December 2011
Highlands Golf Club
Mittagong

Name

Mr Andrew Collins
Ms Marylou Potts

Mrs Elaine Armstrong

Mrs Joy Beames

Mzt Chris Lalor

Mr Jeff Lawrence

Mr David Henry
Cr Larry Whipper

Mzt Scott Lee

Ms Ally Dench

Ms Caroline Graham
Mzt Peter Martin

Mr Alan Lindsay

Ms Jacqui Kirkby

Father Greg Burke

Sister Jocelyn Kramer OCD
Sister Jennifer Jones

Cr Jill Merrin

Cr Greg Petty
Mzt Peter Kofod

Ms Renee Campbell

Position and Organisation
Australia, Dart Energy Ltd

External Relations Manager, Dart
Energy Ltd

Marylou Potts Pty Ltd

State President, Country Women’s
Association of New South Wales

State Agricultural and
Environmental Officer, Country
Women’s Association of New
South Wales

Acting Manager, Strategic Planning,
Camden Council

Director, Planning and
Environment, Campbelltown City
Council

Environment Officer,
Campbelltown City Council

Deputy Mayor, Wingecarribee Shire
Council

Ditector, Environment and
Planning, Wingecarribee Shire
Council

Deputy General Manager,
Wollondilly Shire Council

Rivers SOS

Southern Highlands Coal Action
Group

Southern Highlands Coal Action
Group

Scenic Hills Association
Scenic Hills Association
Sister, Carmelite Nuns
Sister, Carmelite Nuns

Councillor, Wollongong City
Council

Councillor, Wollongong City
Council

Acting General Manager,
Wollongong City Council

Manager, Environment Strategy
and Planning, Wollongong City
Council
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Date

12 December 2011
Parliament House
Sydney

Name
Mr Mark Ogge

Mr Mark Paterson AO

Mr Brad Mullard

Mr Mark Harris

Mt Michael Bullen

Mr Matthew Paull

Mr Rick Wilkinson

Mr Warren Mundine

Mr James Cameron
Mr Andrew Gregson
Mr Mark Moore

Ms Elaine Prior

Mzt Neil Dobbin

Position and Organisation

Operations Director, Beyond Zero
Emissions

Director General, Department of
Trade & Investment, Regional
Infrastructure and Services

Executive Director, Mineral
Resources and Energy, Department
of Trade & Investment, Regional
Infrastructure and Services

Manager, Water Policy, NSW
Office of Water, Department of
Trade & Investment, Regional
Infrastructure and Services

Chief Executive Officer, Sydney
Catchment Authority

Director , Policy (Queensland and
New South Wales), Australian
Petroleum Production and
Exploration Association (APPEA)

Chief Operating Officer, Eastern
Australia, APPEA

Chief Executive Officer, Native
Title Services Corp

Acting Chief Executive Officer,
National Water Commission
Chief Executive Officer, NSW
Irrigators” Council

Senior Policy Analyst, NSW
Irrigators' Council

Director and Senior Analyst, Citi
Investment Research and Analysis

Group Executive, Rural Banking,
Rabobank
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Appendix 4 Site visits

Tuesday, 20 September 2011
Chinchilla, Queensland

The Committee travelled to Chinchilla, Queensland. Following their arrival, the Committee members
were accompanied by Mr Dayne Pratzky, a resident of the Tara Estate on an aerial tour of coal seam
gas fields in the surrounding area.

Following this, the Committee travelled to the Queensland Gas Company owned coal seam gas
development ‘Windibri’. The Committee was met by representatives from the company, including Mr
Paul Woodland, Manager, External Affairs, Queensland Curtis LNG, Mr Tony Nunan, General
Manager, Land and Community, and Mr Troy Gavin, Manager, Social Performance.

The Committee returned to Chincilla and met with local residents affected by coal seam gas activities,
including Ms Debbie Mintram, Mr George Bender, Mr Dayne Pratzky, and Mr Scott Collins.

Wednesday, 21 September 2011
Casino and Kyogle, New South Wales

The Committee travelled to Casino where they were briefed by the following Metgasco representatives:
Mr Peter Henderson, Chief Executive Officer, Mr Mick O’Brien, Chief Operations Officer, Mr Richard
Shields, External Relations Manager, Mr Hamish Ramsay, Lands Administration Officer, and Mr Steve
Gallop, Health, Safety and Environment Officer. Mr Dennis Moore, a local property owner who has
entered into an agreement with Metgasco, also participated in the briefing. Following the briefing, the
Committee was taken on an inspection of a Metgasco well site near Casino.

From Casino the Committee travelled to the Kyogle property of Mr Rolly and Mrs Marie Harrison for
a morning tea. The morning tea was attended by a large number of local residents and property owners
concerned about the impact of coal seam gas activities. The visit was organised by Ms Leah Hobbs
from the Group Against Gas, Kyogal.

Monday, 31 October 2011
Taree, New South Wales

Prior to the public hearing in Taree, the Committee hosted a morning tea attended by representatives
of several community organisations concerned about the impact of coal seam gas development, namely:
Barrington-Gloucester-Stroud Preservation Alliance, Gloucester Reference Group, United Myall
Residents Against Gas Extraction, Manning Alliance, Camden Haven Anti-Fracking Group, and
Manning Clean Water Action Group.

Tuesday, 15 November 2011
Gunnedah and Pilliga Forest, Narrabri, New South Wales

The Committee travelled to Gunnedah and visited the Santos-operated Kahlua pilot site where they
were met by the following representatives from Santos: Mr James Baulderstone, Vice President of
Eastern Australia, Mr Alan Feely, Manager Community and Environment, Mr Jorge Pinedo, Manager
Gunnedah Project Execution, Mr Mark Rodgers, Project Execution Coordinator, Gunnedah, Mr
Andrew Kremor, General Manager, Energy Business, Ms Cate McMahon, Stakeholder Engagement,
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Energy Business, Mr Stephen Tapsall, Water Science Leader, and Mr Mitchell Kelly, Property Manager,
Gunnedah. Mr Warwick Moppett, a local landholder, also participated in the meeting.

From Gunnedah, the Committee flew to Narrabri and undertook an aerial tour of coal seam gas
developments in the Pilliga Forest. Mr Michael Kelly, General Manager, Health Safety and
Environment, Eastern Star Gas, accompanied the Committee on the plane.

Friday, 9 December 2011
Camden, New South Wales

The Committee toured the AGL operated Camden gas field with company representatives including
Mr Mike Moraza, Group General Manager, Upstream Gas, Mr Mike Roy, Head of Gas Operations, Mr
Adam Lollback, Land and Approvals Manager, Upstream Gas, Mr Kevin Rofe, Land and Compliance
Officer, and Mr David Spree, Adviser, Government Affairs. The Committee was shown examples of
coal seam gas development operating in conjunction with the farming industry, and adjacent to housing
development.
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Appendix 5 Tabled documents

Tuesday, 20 September 2011
Site visit — Chinchilla

1

Document — Fast Facts — tabled by the QGC Pty Limited.

Wednesday, 21 September 2011
Public Hearing, House with No Steps, Alstonville

2

10
11
12

Document — State Plan Priority P6 — Regional Business Growth Plan — Northern Rivers
Region — tabled by Mr Wayne Halcrow, Manager, Corporate Services, Richmond Valley
Council

Kyogle Council Response to the CSG Inquiry — tabled by Cr Janet Wilson, Deputy Mayor,
Kyogle Council

Submission by Lismore City Council — tabled by Cr Jenny Dowell, Mayor, Lismore City
Council

Presentation on behalf of National Toxics Network — tabled by Dr Mariann Lloyd-Smith,
Assistant Co-ordinator/Senior Advisor, National Toxics Network Inc

Statement tabled by Dr Wayne Somerville, Local property Owner and clinical psychologist
Opening statement tabled by Ms Boudicca Cerese, Member, Group against gas Kyogle

Map — Northern Rivers Petroleum Titles and Boreholes — tabled by Ms Boudicca Cerese,
Member, Group Against Gas Kyogle

Information brochures on the Northern Rivers Region — tabled by Ms Boudicca Cerese,
Member, Group Against Gas Kyogle

Opening statement tabled by Mr Richard Deem, Local property owner
Final Summary — tabled by Mr Richard Deem, Local property owner
Document — Lions Way Proposed Pipeline issues — tabled by Mr Richard Deem, Local property

owner.

Monday, 31 October 2011
Public Hearing, Club Taree, Taree

13

14

15

16

17

Greater Taree City Council - Extracts from Minutes of Ordinary Meeting, 2 February 2011,
15 June 2011, 21 September 2011, 19 October 2011 — tabled by Mr Gerard Jose, General
Manager

The Manning Valley Community Plan 2010-2030 — tabled by Mr Gerard Jose, General
Manager, Greater Taree City Council

Letter from Barry O'Fatrell to Rod and Robin Besier dated 10 June 2009 — tabled by Cr John
Rosenbaum, Deputy Mayor, Gloucester Shire Council

Excerpts from the Australian Government National Water Commission website — Media
Release dated 3 December 2010 and Statement on Water reform dated December 2010 — tabled
by Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council

Submission by the Barrington-Gloucester-Stroud Preservation Alliance Inc to the Department
of Sustainability, Environment, Water, Population and Communities to have the Stroud-
Gloucester Valley assessed for National Heritage Significance in the 2011-2012 Program —
tabled by Mr Garry Smith, Project Officer, Barrington-Gloucester-Stroud Preservation Alliance
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19

20

21

22

23

24

25

GENERAL PURPOSE STANDING COMMITTEE NO. 5

The National Trust of Australia (NSW) Trust Register Listing Report for Gloucester — tabled
by Mr Garry Smith, Project Officer, Barrington-Gloucester-Stroud Preservation Alliance

The Stroud-Gloucester Valley & The Vale of Gloucester: A Heritage LLandscape under Threat -
publication by Barrington-Gloucester-Stroud Preservation Alliance — tabled by Mr Garry Smith,
Project Officer, Barrington-Gloucester-Stroud Preservation Alliance

Document — The Stroud-Gloucester Valley and the Vale of Gloucester — tabled by Mr Garry
Smith, Project Officer, Barrington-Gloucester-Stroud Preservation Alliance

Definitive mineral resources geology map of the Gloucester Valley — tabled by Mr Garry Smith,
Project Officer, Barrington-Gloucester-Stroud Preservation Alliance

Report prepared by SRK Consulting entitled Gloucester Basin Stage 1 Gas Field Development
Project — Preliminary Groundwater Assessment and Initial Conceptual Hydrogeological Model
dated July 2010 — tabled by Ms Anna Kaliska, Quality and Environmental Impact Manager,
MidCoast Water

Open letter to Brooke at Huntwood Services, Singleton from Brad Bowden in relation to CSG
advertisement in Gloucester paper — tabled by Mr Thomas Davey, Chairperson, Tourism
Advancing Gloucester

Copy of advertisement for Coal Seam Gas from the Gloucester Advocate dated 7 September
2011 — tabled by Mr Thomas Davey, Chairperson, Tourism Advancing Gloucester

Brochure — Tourism Advancing Gloucester — Wellbeing in Gloucester - tabled by Mr Thomas
Davey, Chairperson, Tourism Advancing Gloucester.

Wednesday, 16 November 2011
Public Hearing, The Crossing Theatre, Narrabri

26

27

28

29

30

31

32

33

34

35
36

Opening statement and copy of Namoi Council submission tabled by Cr Col Murray,
Chairperson, Namoi Councils (and Mayor, Tamworth Regional Council)

Letter from Leichhardt Resources Pty Ltd to Landowners dated 30 June 2011 seeking
agreement to access property (partially confidential) and copy of an Access Agreement by Cr
Katrina Humphries, Mayor of Moree Plains Shire Council

Opening statement of Craig Trindall, Traditional landowner, Gomeroi Nation

Letter from Mr Sam Haddad, Director General, NSW Department of Planning & Infrastructure
dated 30/6/2011 to Mr David Casey, Managing Director, Eastern Star Gas Pty Ltd tabled by
Mr James Bishop, Mullaley Gas Pipeline Accord

Newspaper article "Science 101: Why you shouldn't put a gas pipeline through black soil" tabled
by Mr James Bishop, Mullaley Gas Pipeline Accord

Pamphlet "Liverpool Plains: Critical for Food Security" tabled by Mr James Bishop, Mullaley
Gas Pipeline Accord

Photographs of exposed gas pipelines and aerial view of Liverpool Plains tabled by Mr James
Bishop, Mullaley Gas Pipeline Accord

Opening statement tabled by Ms Rosemary Nankivell, Caroona Coal Action Group and
Mullaley Gas Pipeline Accord

Opening statement tabled by Ms Judi Sheedy, NSW Farmers' Association (Boggabri,
Gunnedah, Pottinger District Council)

Opening statement and recommendations tabled by Mrs Penny Blatchford
Opening statement tabled Ms Jon-Maree Baker, Executive Officer, Namoi Water
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37

38
39

Ecological Australia Report prepared for Namoi Catchment Management Authority entitled
"Proposed Framework for Assessing the Cumulative Risk of Mining on Natural Resource
Assets in the Namoi Catchment" tabled by Ms Fracesca Andreoni, Strategy Planning Manager,
Namoi Water

Opening Statement tabled by Mr Anthony Pickard, Local property owner
CD containing supplementary submission tabled by Mr Anthony Pickard, Local property

owner.

Thursday, 8 December 2011

Public Hearing, Macquarie Room, Parliament House, Sydney

40

'Mining Law in New South Wales — Discussion Paper', Environmental Defenders' Office, June
2011, together with a cover letter to Committee members dated 8 December 2011 - tabled by
Mr Jeff Smith, Director, Environmental Defender’s Oftfice

41 Maps showing the location of proposed coal seam gas development in relation to the Illawarra
escarpment — tabled by Mr Peter Townsley, Stop Coal Seam Gas Illawarra

42 Opening Statement tabled by Dr Stuart Khan, Senior Lecturer, Water Research Centre,
University of New South Wales

43 'Management of concentrated waste streams from high-pressure membrane water treatment
systems', Critical Reviews in Environmental Science and Technology — tabled by Dr Stuart
Khan, Senior Lecturer, Water Research Centre, University of New South Wales

44 Opening statement, correspondence and additional documents tabled by Ms Jacinta Green,
Stop Coal Seam Gas Sydney.

Friday, 9 December 2011

Public Hearing, Highlands Golf Club, Mittagong

45

46
47

48
49
50

51

52

53

54

Photograph of the Cataract River 12 years after mining ceased — tabled by Ms Caroline
Graham, Rivers SOS

Rivers SOS pamphlet — tabled by Ms Caroline Graham, Rivers SOS

Photograph of effects of subsidence on her property — tabled by Mrs Joy Beames, State
Agricultural and Environmental Officer, Country Women's Association

Presentation paper — tabled by Sister Jocelyn Kramer, Carmelite Nuns
Statement to the Planning Assessment Commission — tabled by Cr Greg Petty

Additional information regarding the Apex Exploration Drilling Project submitted to the
Planning Assessment Commission - tabled by Cr Greg Petty

Wollongong City Council Sustainability Policy — tabled by Cr Jill Merrin, Wollongong City
Council

Letter to Wollongong City Council from the National Parks Association of NSW, Southern
Sydney Branch - tabled by Cr Jill Merrin, Wollongong City Council

"Review of the Wortley Parsons 'Greenhouse Gas Emissions Study of Australian CSG to
LNG" powerpoint presentation, compiled by Greg Knight - tabled by Cr Jill Merrin,
Wollongong City Council

National Trust Magazine, November — January 2012 - tabled by Cr Jill Merrin, Wollongong
City Council

272 Report - May 2012



GENERAL PURPOSE STANDING COMMITTEE NO. 5

55 Sydney Morning Herald article "Fracking linked to UK tremors", 5 November 2011 - tabled by
Cr Jill Merrin, Wollongong City Council

56 AGL Camden Gas Project — Maps — tabled by Mr Mike Moraza, Group General Manager,
Upstream Gas, AGL.

Monday, 12 December 2011
Public Hearing, Macquarie Room, Parliament House, Sydney

57 Gas prices linking to global prices, BP Statistical Review of World Energy 2011 — tabled by Mr
Mark Ogge, Operations Director, Beyond Zero Emissions

58 Transforming to oil-linked pricing — tabled by Mr Mark Ogge, Operations Director, Beyond
Zero Emissions.
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Appendix 6 Answers to questions on notice

The Committee received answers to questions on notice from:

Barrington-Gloucester-Stroud Preservation Alliance
MidCoast Water

Mr Mike Roy — Technical Experts — Australian Petroleum Production & Exploration
Association Limited

Santos Limited

Doctors for the Environment Australia

NSW Department of Trade and Investment, Regional Infrastructure and Services
AGL Energy Limited

Environmental Defender’s Office Limited

Wollongong City Council

Dart Energy Limited

Sydney Catchment Authority, Department of Primary Industries

Local Government and Shires Association of NSW

Australian Petroleum Production & Exploration Association Limited

Dr Stuart Khan, Senior Lecturer, School of Civil and Environmental Engineering, University of
New South Wales

National Water Commission

Mr Mark Ogge, Strategic Director, Beyond Zero Emissions.
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Appendix 7 Minutes

Minutes No. 2

Friday, 5 August 2011

General Purpose Standing Committee No 5
Members’ Lounge, Parliament House, Sydney, at 1 pm

1.

Members present

Mr Brown, Chair

Mr Buckingham, Deputy Chair
Mr Blair (Colless)

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Adpvice of substitute members
The Chair noted written advice from the Government Whip that Mr Blair would be substituting for
Mr Colless for the purposes of the meeting.

Confirmation of Draft Minutes
Resolved, on the motion of Mr MacDonald: That Draft Minutes No. 1 be confirmed.

Correspondence

The Committee noted the following item of correspondence:

e 4 August 2011 — From Mr Brown, Mr Buckingham and Dr Phelps requesting a meeting to consider a
proposed self reference into coal seam gas.

Inquiry into coal seam gas
Resolved, on the motion of Mr MacDonald: That the Committee adopt the proposed terms of reference,
as amended by the Secretariat to correct typographical errors.

Resolved, on the motion of Dr Phelps: That the closing date for submissions be 7 September 2011.

Resolved, on the motion of Mr Buckingham: That advertisements calling for submissions be placed in the
Sydney Morning Herald, Daily Telegraph and The Land, as well as relevant regional publications covering North
Western NSW and the Southern Highlands, and that the Secretariat seek members’ agreement to the
proposed regional publications.

Resolved, on the motion of Mr Primrose: That the Secretariat email members with a list of potential
hearing dates, and that the hearing dates be determined by the Chair after consultation with members
regarding their availability. The Chair indicated that he anticipated that the Inquiry would involve at least
two hearings days in Sydney and site visits to North Western NSW and the Camden area, as well as a
potential interstate site visit.

Resolved, on the motion of Mr Primrose: That the Secretariat email members with a list of potential
witnesses, and that the Committee agree to the witness list by email.

Resolved, on the motion of Mr Buckingham: That the indicative tabling date for the final report be
late March/early April 2011.
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Resolved, on the motion of Mr Buckingham: That the Secretariat email members with a list of proposed
stakeholders to be invited to make submissions by Wednesday 10 August 2011, and that members be
required to nominate additional stakeholders by Friday 12 August. Mr Buckingham tabled a list of
stakeholders to be included in the call for submissions.

Resolved, on the motion of Mr Buckingham: That the Chair, when reporting the terms of reference to the
House, foreshadow that he will seek the authority of the House, with the approval of the President, for
the Committee to travel interstate (subject to consideration of travel costs).

Adjournment
The Committee adjourned at 1.15pm sine dze.

Madeleine Foley
Clerk to the Committee

Minutes No. 3

Thursday 8 September 2011

General Purpose Standing Committee No. 5

Members’ Lounge, Parliament House, Sydney, at 1.03pm

1.

Members present

Mr Brown, Chair

Mr Buckingham, Deputy Chair
Mr Blair (Colless)

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Confirmation of Draft Minutes
Resolved, on the motion of Mr Donnelly: That Draft Minutes No. 2 be confirmed.

Correspondence
The Committee noted the following item of correspondence:

Received:

e 16 August 2011 — Email from A/Director, Natural Resources Policy Branch, Department of Trade
and Investment, Regional Infrastructure and Services, regarding the NSW Government submission to
the coal seam gas inquiry

e 26 August 2011— Letter from Mr Brad Mullard, Executive Director, NSW Minerals and Resources,
regarding a submission to the coal seam gas inquiry

Sent:

e 22 August 2011 — Memorandum to the President from the Chair regarding approval for the
Committee’s site visit to Queensland subsequently signed by the President).

Inquiry into coal seam gas

4.1 Lismore hearing — witness list

Resolved, on the motion of Mr Donnelly: That the Committee invite the following witnesses to its hearing
in Lismore and that any additional witness suggestions be circulated to members by email as soon as
possible:
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A Panel of local councils — eg Richmond Valley Council (based in Casino) and Kyogle Council; Dr
Wayne Somerville — psychologist and land holder; Mr Richard Deem, the National Toxics Network;
Ms Boudicca Cerese (environmental scientist and local resident) and Mr Dean Wolf.

4.2  TItinerary for Chinchilla/Lismore
Resolved, on the motion of Mr Buckingham: That the proposed site visit itinerary for Chinchilla/Lismore
circulated by the Secretariat on 7 September 2011, be adopted.

4.3 Media attendance
Resolved, on the motion of Mr Donnelly: That the Committee authorise the media to film or photograph
members for a brief period at the beginning or conclusion of its site visits to Chinchilla and Lismore.

4.4 Hearing replay

Resolved, on the motion of Mr Donnelly: That the Committee authorise Sound Solution to relay the
public hearing in Lismore on 21 September for the purpose of providing footage of the hearing to
persons in the courtyard of the hearing venue.

4.5 Submissions

Resolved, on the motion of Mr Donnelly: That the Committee extend the submission closing date to 14
September 2011.

Resolved, on the motion of Mr Phelps: That Committee authorise the publication of all submissions to
the Inquiry into coal seam gas, subject to the Committee Clerk checking for confidentiality, adverse
mention and other issues.

Adjournment
The Committee adjourned at 1.13pm sine die.

Bevetly Duffy
Clerk to the Committee

Minutes No. 4

Tuesday 20 September 2011

General Purpose Standing Committee No. 5
Chinchilla Airport, Chinchilla, Queensland, at 10 am

1.

Members present

Mt Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Inquiry into coal seam gas — Site visit to Chinchilla, Queensland

2.1 Aerial tour

The Committee travelled to Chinchilla, Queensland. On arrival the Committee met with Mr Dayne
Pratzky, a resident of the Tara Estate. Mr Pratzky then accompanied the Committee on an aerial tour of
coal seam gas activity in the surrounding area.

2.2 Tour of QGC property ‘Windibri’
The Committee travelled to the QGC-owned property ‘Windibri” for a visit of inspection. The Committee
met with the following QGC representatives:
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e Mr Paul Woodland, Manager, External Affairs QCLNG
e Mr Tony Nunan, General Manager, Land and Community
e Mr Troy Gavin, Manager, Social Performance.

2.3 Meeting with local residents
The Committee travelled to Chinchilla and met with local residents affected by coal seam gas activities.

The Committee met with the following local residents:
e Ms Debbie Mintram

e Mr George Bender

e Mr Dayne Pratzky

e Mr Scott Collins.

3.  Adjournment
The Committee adjourned at 6 pm at the Lismore Bounty Hotel until 8 am on Wednesday 21 September.

Madeleine Foley
Clerk to the Committee

Minutes No. 5

Wednesday, 21 September 2011

General Purpose Standing Committee No. 5
Bounty Hotel, Lismore, at 8 am

1. Members present
Mr Brown, Chair
Mr Buckingham, Deputy Chair
Mr Colless (from 1 pm)
Mr Donnelly
Mr MacDonald
Dr Phelps
Mr Primrose

2. Apologies
Mr Colless — until 1 pm.

3.  Inquity into coal seam gas

3.1  Site visit to the Metgasco office and well site, Casino
The Committee travelled to the office of Metgasco for a welcome and briefing. The Committee
met with the following Metgasco representatives:

e Mr Peter Henderson, Chief Executive Officer

e  Mr Mick O’Brien, Chief Operations Officer

e Mr Richard Shields, External Relations Manager

e Mr Hamish Ramsay, Lands Administration Officer

e Mr Steve Gallop, Health, Safety and Environment Officer

e Mr Dennis Moore, local property owner who has entered into an agreement with Metgasco.
The Committee then inspected a Metgasco well site near Casino.

3.2 Site visit to the Harrison property, Kyogle
The Committee travelled to the property of Mr Rolly and Mrs Marie Harrison for a morning tea.
The Committee met with a large number of local residents and property owners concerned about
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the impact of coal seam gas activities, including the proposed Lions Way Pipeline. The visit was
organised by Ms Leah Hobbs from the Group Against Gas Kyogle.

Deliberative meeting

Confirmation of minutes

Resolved, on the motion of Mr Buckingham: That Draft Minutes No. 3 be confirmed.
Correspondence

The Committee noted the following item of correspondence received:

o Letter from Mr Gary Burridge, CEO, Northern Co-op Meat Company, regarding the Co-
op’s position on coal seam gas mining,.

Witnesses for future hearings
Resolved, on the motion of Mr Donnelly: That Mr Gary Burridge, , CEO, Northern Co-op Meat
Company, be invited to give evidence at a hearing in Sydney, in place of the hearing in Lismore.

Resolved, on the motion of Dr Phelps: That the Richmond Wilson Combined Water Users’
Association be invited to give evidence at a hearing in Taree or Sydney.

Tendered documents
Resolved, on the motion of Mr Primrose: That the Committee accept the ‘Fast Facts’ sheet
tendered by QGC at the site visit on 20 September 2011.

Final report
Resolved, on the motion of Mr Primrose: That the Committee send a copy of the final report to the
relevant Minister/s in Queensland.

Questions on notice
Resolved, on the motion of Mr MacDonald: That answers to any questions taken on notice during
the Inquiry be provided within 21 days.

Briefing on legal issues

Resolved, on the motion of Mr Primrose: That the Committee hold a briefing on mining law and
land law applying to coal seam gas activities, including the right of mining companies to access
private land. Further, that the Committee ask Dr Richard Sheldrake to recommend an appropriate
expert to deliver the briefing.

Public hearing, Lismore
The witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.
The following witnesses were sworn and examined:

e Mr Wayne Halcrow, Manager, Corporate Services, Richmond Valley Council

e Cr Janet Wilson, Deputy Mayor, Kyogle Council

e Cr Jenny Dowell, Mayor, Lismore City Council

e Mr Gary Murphy, General Manager, Lismore City Council

e Cr Phillip Silver, President, Northern Rivers Regional Organisation of Councils NOROC)
e Cr Joan van Lieshout, Tweed Shire Council.

Mr Halcrow tendered the document ‘State Plan Priority P6 — Regional Business Growth Plan —
Northern Rivers Region’.
Cr Dowell tendered the document ‘Lismore City Council submission’.

Cr Wilson tendered the document ‘Response to the CSG Inquiry of the NSW Government —
Kyogle Council’.
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The evidence concluded and the witnesses withdrew.

The following witnesses from the National Toxics Network were sworn and examined:
o Dr Mariann Lloyd-Smith, Assistant Coordinator/Senior Adviser
. Ms Joanna Immig, National Coordinator.

Dr Lloyd-Smith tendered the document ‘Presentation on behalf of the National Toxics Network —
Hearing 21 September 2011°.
The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
. Dr Wayne Somerville, local property owner and clinical psychologist.

Dr Somerville tendered his opening statement.
The evidence concluded and the witness withdrew.

The following witnesses from the Keerrong Valley Gas Squad were sworn and examined:
o Mr Ian Gaillard

. Mr Douglas Ferguson

o Mr Harry Boyd.

The evidence concluded and the witnesses withdrew.

The following witnesses from the Group Against Gas (Kyogle) were sworn and examined:
o Ms Boudicca Cerese

. Ms Georgina Ramsay

. Ms Lesley MacQueen.

Ms Cerese tendered the following documents:

° Opening statement
° ‘Northern Rivers Petroleum Titles and Boreholes’
o Information brochures on the Northern Rivers Region.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
. Mr Richard Deem, local property owner.

Mr Deem tendered the following documents:
. Opening statement
. ‘Lions Way Proposed Pipeline Issues’
. ‘Final summary’.

The evidence concluded and the witness withdrew.

The following witnesses from Norco Cooperative Ltd were sworn and examined:
o Mr Greg McNamara, Chairman
. Mr Jeff Collingwood, Milk Supply Manager.

The evidence concluded and the witnesses withdrew.
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The following witness was sworn and examined:

. Mr Dean Draper, local property owner.

The evidence concluded and the witness withdrew.

The public heating concluded and the public and the media withdrew.

4.  Adjournment
The Committee adjourned at 6.30 pm until 7 October.

Madeleine Foley
Clerk to the Committee

Minutes No. 6

Friday 7 October 2011

General Purpose Standing Committee No 5

Room 1153, Patliament House, Sydney at 10.15 am

1. Members present
Mr Brown, Chair
Mr Buckingham, Deputy Chair
Mr Donnelly
Mr MacDonald
Mr Phelps
Mr Primrose

2.  Apologies
Mr Colless

3. Draft minutes
Resolved, on the motion of Mr MacDonald: That draft Minutes no. 4 and 5 be confirmed.

4.  Inquity into coal seam gas

41

Correspondence

The Committee noted the following items of correspondence received:

28 September 2011 — Letter from Mr Rick Wilkinson, Chief Operating Officer — Eastern Australia,
Australian Petroleum Production and Exploration Association Ltd to the Chair regarding the claims
being made in Australia’s energy debate

28 September 2011 — Letter from the Hon Chris Hartcher MP, Minister for Resources and Energy to
the Chair, regarding concerns about the conduct of the Inquiry

23 September 2011 — Letter from Ms Belinda Robinson, Chief Executive, Australian Petroleum
Production and Exploration Association Ltd to the President of the Legislative Council regarding
inaccuracies in the submission from the Lock the Gate Alliance

21 September 2011 — Email from Danielle Bevins-Sundall, Corporate Affairs Manager, Native Title
Services Corporation (NTS Corp Ltd) to the Principal Council Officer regarding a request that
traditional owners be invited to give evidence at the Narrabri hearing

20 September 2011 — Email from Ms Sarah Moles, Secretary, Lock the Gate Alliance to the Principal
Council Officer regarding a request to make corrections to their original submission

14 September 2011 — Letter from Mr Terry Toohey, Hunter District representative, NSW Farmers’
Association Dairy Committee to the Chair regarding a request to give evidence at the Lismore hearing
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e 29 August 2011 — Letter from Mr Michael Murray, Queensland Policy Manager/National Water Policy,
Cotton Australia to the Chair regarding a request to give evidence at the Narrabri hearing

The Committee noted the following items of correspondence sent:

e 27 September 2011 — Letter to Mr Dayne Pratzky to request that he refer his allegations to the
appropriate authorities in NSW.

Resolved, on the motion of Mr Buckingham: That the Committee reply to the letter from Minister
Hartcher in the terms proposed by the Chair.

4.2  Briefing on legal issues concerning coal seam gas

Resolved, on the motion of Mr MacDonald: That the private briefing by Dr John Whitehouse be recorded
by Hansard, on the understanding that Dr Whitehouse will consider any request the Committee may make
to publish small excerpts of the transcript for the purpose of preparing the report.

4.3 Submissions

Resolved, on the motion of Mr Primrose: That the Committee note that submissions no. 1-2, 5-7, 9-17,
19-21, 23-34, 36-43, 45, 47-51, 54-56, 58, 60-61, 63-70, 73, 75-76, 78, 80, 85-94, 96-104, 106-112, 114, 116,
118, 120-121, 123-126, 128-136, 138-140, 142-144, 147-160, 162-165, 167, 169-176, 178-184, 186, 188-
196, 199-202, 204, 206-208, 210, 212-215, 217, 220, 222-225, 227-240, 242-261, 263-288, 290-326, 328-
345, 347-379, 381-385, 388-390, 392-396, 398-423, 426-437, 439-457, 459, 461-463, 465-475, 477-479,
481-488, 490-492, 494-496, 498-510, 513, 515, 517, 520-527, 530-533, 535-541, 543-545, 547, 549-597 and
642, and the attachments to submissions no. 359 and 412, were published by the Committee Clerk under
the authorisation of an eatlier resolution.

Resolved, on the motion of Mr Primrose: That submissions no. 46, 52, 74, 81, 105, 113, 122, 226, 289,
386, 397, 511, 514, 518, 598 and 600, together with the attachment to submission no. 327, remain
confidential at the request of the submissions’ authors.

Resolved, on the motion of Mr Primrose: That the Committee authorise the publication of submissions
no. 3, 4, 8, 18, 22, 35, 44, 53, 57, 59, 62, 71, 72, 77, 79, 82, 83, 84, 95, 115, 117, 119, 127, 137, 141, 145,
1406, 161, 166, 168, 185, 187, 197, 198, 203, 205, 209, 211, 216, 218, 219, 221, 241, 262, 346, 380, 387, 391,
424, 425, 438, 460, 464, 476, 480, 489, 493, 497, 512, 516, 519, 528, 529, 534, 542, 546, 599 with the
exception of the names of the authors which are to remain confidential at the request of the submissions’
authors.

Resolved, on the motion of Mr Buckingham: That the Committee authorise the publication of
submissions no. 177 and 548 with the exception of the names of individuals or other identifying
information about individuals.

4.4  Proforma letters
Resolved, on the motion of Mr Buckingham: That the proforma letters not be processed as submissions
but the authors be listed in a separate appendix to the report.

4.5 Hearings/Site visits
The Committee noted that members will be emailed a list of potential witnesses for the remaining
hearings in the next week.

Resolved, on the motion of Mr Primrose: That the Committee authorise the use of a charter plane for the
site visits to Taree and Narrabri.

Resolved, on the motion of Mr Phelps: That the Committee hold an additional hearing on 12 December
2011 at Parliament House.
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4.6 Tendered documents
Resolved, on the motion of Mr Primrose: That the Committee accept and publish the following
documents tendered at the hearing at Lismore on 21 September 2011:

e <State Plan Priority P6 — Regional Business Growth Plan — Northern Rivers Region’
(Mr Halcrow)

e ‘Response to the CSG Inquiry of the NSW Government — Kyogle Council’ (Cr Wilson)

e ‘Presentation on behalf of the National Toxics Network — Hearing 21 September 2011” (Dr
Lloyd-Smith)

e Opening statement (Dr Somerville)

e Opening statement (Ms Cerese)

e ‘Northern Rivers Petroleum Titles and Boreholes’ (Ms Cerese)

¢ Opening statement (Mr Deem)

e ‘Lions Way Proposed Pipeline Issues’ (Mr Deem)

e ‘Final summary’ (Mr Deem).

kkok

Inquiry into coal seam gas — Briefing

Dr John Whitehouse, Partner, Minter Ellison Lawyers and Visiting Fellow, Graduate School of
Environment, Macquarie University provided a private briefing on the legal issues surrounding coal seam
gas activities. Also present was Mr Andrew Henson, Graduate Lawyer, Minter Ellison Lawyers.

Adjournment
The Committee adjourned at 12pm until 11.15am, Monday 24 October 2011 (Budget Estimates)

Madeleine Foley
Clerk to the Committee

Minutes No. 12

Monday 31 October 2011

General Purpose Standing Committee No 5
Club Taree, 121 Wingham Rd, Taree at 9.30 am

1.

Members present

Mt Brown, Chair

Mr Buckingham, Deputy Chair

Mr Colless

Mr Donnelly

Ms Gardiner (participating — from 12 pm)
Mr MacDonald

Mr Phelps

Mr Primrose

Participating members
The Chair advised that Ms Gardiner would attend the public hearing as a participating member.
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3.  Inquity into coal seam gas

3.1 Meeting with community groups
The Committee met with a number of community groups concerned about the impact of coal seam gas
development, namely:

e Barrington-Gloucester-Stroud Preservation Alliance
¢ Gloucester Reference Group

e United Myall Residents Against Gas Extraction

e Manning Alliance

e Camden Haven Anti-Fracking Group

e Manning Clean Water Action Group.

3.2 Deliberative meeting

Draft minutes
Resolved, on the motion of Mr Donnelly: That draft Minutes no. 6 be confirmed.

Correspondence
The Committee noted the following item of correspondence received:

e 10 October 2011 — Email from Ms Leah Hobbs, Kyogle Group Against Gas, to the Principal Council
Officer, expressing disappointment with the position taken in the NSW Government submission

The Committee noted the following items of correspondence sent:

e 6 October 2011 — Letter from the Chair to the Hon Chris Hartcher MP, Minister for Resources and
Energy, responding to the Ministet’s letter outlining his concerns regarding the potential for bias in the
conclusions and recommendations of the Inquiry into coal seam gas

e 10 October 2011 — Letters to Mr Rolly and Mrs Maree Harrison and Ms Leah Hobbes thanking them
for their hospitality during the Committee’s visit to Kyogle on 21 September 2011

e 10 October 2011 — Letters to Mr Stephen Bromhead, Member for Myall Lakes, Hon Kevin
Humphries, Member for Barwon, Mr Chris Patterson, Member for Camden, and the Hon Pru
Goward, Member for Goulburn, advising of the upcoming Inquiry activity in their electorates.

Briefing on legal issues concerning coal seam gas

The Committee Clerk updated the Committee regarding the briefing on the legal issues surrounding coal
seam gas. The Committee was advised that Dr Whitehouse was unable to review the transcript prior to
taking leave, and that Dr Whitehouse would return to work on 17 November 2011. Members were
reminded that the transcript therefore remains in-camera evidence and disclosure would amount to a
breach of privilege and may constitute contempt of parliament.

Submissions
Resolved, on the motion of Mr Colless: That the attachment to submission no. 724 remain confidential as
it consists of signatures and individual contact details.

Resolved, on the motion of Mr Buckingham: That the Committee authorise the publication of submission
no. 301 with the exception of the name of the author which is to remain confidential at the request of the
submission’s author.

Resolved, on the motion of Dr Phelps: That the Committee authorise the publication of submission no.
391 with the exception of certain information which is to remain confidential at the request of the
submission’s authors.

Prior to consideration of submission no. 458, Mr Buckingham made a declaration in relation to the
submission’s author.
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Resolved, on the motion of Mr Buckingham: That the Committee authorise the publication of submission
no. 458 with the exception of information that may identify the submission’s author, and information that
may identify the consultancy or coal seam gas developments referred to in the submission.

Hearings/Site visits

Resolved, on the motion of Dr Phelps: That the Committee note the list of potential witnesses circulated
by the Committee Clerk, including additional witnesses suggested by members. Further, that the
Committee invite the following persons/organisations to give evidence at the remaining hearings:

. Greater Taree City Council (sub 244)

. Great Lakes Council (sub 551)

. Gloucester Shire Council (sub 408)

. NSW Farmers” Association — North Coast Dairy Committee (sub 274)

Tourism Advancing Gloucester (sub 179)

o Mid Coast Water (sub 282)

. Dr Steve Robinson — psychiatrist living in Gloucester (sub 98)

o Bruce Robertson — beef cattle farmer on Manning River (sub 19)

o Narrabri Shire Council (sub 356)

. Gunnedah Shire Council (sub 594)

. Moree Plains Shire Council (sub 369)

. Liverpool Plains Shire Council (sub 452)

o Namoi Councils — Regional Organisation of Councils (sub 367)

o Native Title Services Corp — traditional owners nominated by NTS (sub 334)

o Cotton Australia (sub 450)

. Friends of the Pilliga (sub 368)

. Caroona Coal Action Group (sub 135)

o Mullaley Against Gas Pipeline Accord (sub 245)

o NSW Farmers’ Association — District Councils from Boggabri, Gunnedah, Pottinger
District Councils (sub 557)

. Doug Cush and daughter Natalie Tydd (subs 42 and 73)

. Namoi Water (sub 351)

o Namoi Catchment Authority (sub 362)

o NSW Government — on both 17 Nov and 12 Dec 2011

. Eastern Star Gas and Santos (subs 560 and 337)

o NSW Farmers’ Association (sub 335)

. Lock the Gate Alliance (sub 280)

. Australian Petroleum Production and Exploration Association (sub 447)

. Environmental Defender’s Office (sub 359)

. AGL Energy Ltd (sub 344)

. National Water Commission (sub 100)

. Dr Stuart Khan, UNSW Water Research Centre (sub 330)

. Metgasco (sub 287)

. Doctors for the Environment Australia Inc. (sub 412)

. Gary Burridge, Northern Co-op Meat Company (no sub)

. Stop CSG Sydney (sub 444)

. Native Title Services Corp (sub 334)

. Dart Energy Ltd (sub 406)

o Marylou Potts, legal practice advising on the impacts of coal seam gas (sub 672)

. Camden Council (sub 343)

o Campbelltown City Council (sub 327)
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. Wingecaribee Shire Council (sub 354)

. Southern Highlands Coal Action Group (sub 360)

. Scenic Hills Association, Camden (sub 648)

. Otder of Discalced Carmelites, Varroville (sub 379)

. Beyond Zero Emissions (sub 355)

. NSW Irrigators’ Council (sub 163)

. Richmond Wilson Combined Water Users” Assoc (sub 283)

o Stop Coal Seam Gas Illawarra (sub 552), Northern Illawarra Sustainability Alliance (sub
457)

Local Government and Shires Association (sub 587)

. AECOM environmental consultancy

o Sydney Catchment Authority

. Elaine Prior, Citigroup

. Manning Alliance (sub 345)

. Michael Johnsen (sub 732)

. Tony Pickard (sub 177)

. NSW Nature Conservation Council (sub 407)
. Rivers SOS (sub 273).

Resolved, on the motion of Mr Buckingham: That the Committee adopt the proposed site visit itinerary
for Narrabri.

3.3 DPublic hearing
The witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witnesses were sworn and examined:

e Mr Gerard Tuckerman, Manager Natural Systems, Great Lakes Council

e Ms Lisa Schiff, Director Planning and Environment, Great Lakes Council
e Mr Gerard Jose, General Manager, Greater Tatree City Council

e Cr John Rosenbaum, Deputy Mayor, Gloucester Shire Council

e Cr Noreen June Germon, Gloucester Shire Council.

Mr Jose tendered the following documents:

e Greater Taree City Council — Extract from Minutes of Ordinary Meeting, 2 February 2011, 15 June
2011, 21 September 2011, 19 October 2011

e ‘The Manning Valley Community Plan 2010-2030°

Cr Rosenbaum tendered the following documents:
e Letter from Barry O’Farrell to Rod and Robin Besier dated 10 June 2009

e Excerpts from the Australian Government National Water Commission website — Media Release dated
3 December 2010 and Statement on Water reform dated December 2010.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Mr Pat Neal, Member, NSW Farmers Dairy Committee.

The evidence concluded and the witness withdrew.
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The following witnesses were sworn and examined:
e Mr Graeme Healy, President, Barrington-Gloucester-Stroud Preservation Alliance
e Mr Garry Smith, Project Officer, Barrington-Gloucester-Stroud Preservation Alliance.

Mr Smith tendered the following documents:

e ‘Submission by the Barrington-Gloucester-Stroud Preservation Alliance Inc to the Department of
Sustainability, Environment, Water, Population and Communities to have the Stroud-Gloucester
Valley assessed for National Heritage Significance in the 2011-2012 Program’

e ‘The National Trust of Australia (NSW) Trust Register Listing Report for Gloucester’

e ‘The Stroud-Gloucester Valley & The Vale of Gloucester: A Heritage Landscape under Threat —
publication by Barrington-Gloucester-Stroud Preservation Alliance’

e Document — The Stroud-Gloucester Valley and the Vale of Gloucestet.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Ms Anna Kaliska, Quality and Environmental Impact Manager, Mid Coast water
e Mr Robert Loadsman, General Manager, Mid Coast Watet.

Ms Kaliska tendered the following document:

e ‘Report prepared by SRK Consulting entitled Gloucester Basin Stage 1 Gas Field Development Project
— Preliminary Groundwater Assessment and Initial Conceptual Hydrogeological Model dated July
2010°.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Mr Peter Epov, Chair, Manning Alliance

e Ms Kerry Anderson, Secretary, Manning Alliance
e Mr Lloyd Parslow, Treasurer, Manning Alliance.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Mr Thomas Davey, Chairperson, Tourism Advancing Gloucester.

Mr Davey tendered the following documents:

e Open letter to Brooke at Huntwood Services, Singleton from Brad Bowden in relation to CSG
advertisement in Gloucester paper

e Copy of advertisement for Coal Seam Gas from the Gloucester Advocate dated 7 September 2011

e Brochure — Tourism Advancing Gloucester — Wellbeing in Gloucester.

The evidence concluded and the witness withdrew.

The following witness was sworn and examined:

e Mr Bruce Robertson, beef cattle farmer on the Manning River.
The evidence concluded and the witness withdrew.

The following witness was sworn and examined:
e Dr Steve Robinson, psychiatrist and resident of Gloucester.

The evidence concluded and the witness withdrew.
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The following witness was sworn and examined:
e Mr Michael Johnsen, resident of Scone and Cr, Upper Hunter Shire Council.

The evidence concluded and the witness withdrew.

The public hearing concluded and the public and the media withdrew

4.  Adjournment
The Committee adjourned at 5.15 pm until Tuesday 15 November 2011 at 7.30 am.

Madeleine Foley
Clerk to the Committee

Minutes No. 13

Tuesday 15 November 2011

General Purpose Standing Committee No. 5
Gunnedah Airport at 9.00 am

1. Members present
Mr Brown, Chair
Mr Buckingham, Deputy Chair
Mr Colless
Mr Donnelly
Mr MacDonald
Dr Phelps
Mr Primrose

2. Inquiry into coal seam gas

2.1  Site visit to Gunnedah/Narrabri — tour of Kahlua pilot site
The Committee travelled to Gunnedah to visit the Santos-operated ahlua’ pilot site.

The Committee met with Mr Warwick Moppett, a local landholder, and the following Santos
representatives:

e Mr James Baulderstone, Vice President of Eastern Australia

e Mr Alan Feely, Manager, Community and Environment

e Mr Jorge Pinedo, Manager, Gunnedah Project Execution

e Mr Mark Rodgers, Project Execution Coordinator, Gunnedah
e Mr Andrew Kremor, General Manager, Energy Business

e Ms Cate McMahon, Stakeholder Engagement, Energy Business
e Mr Stephen Tapsall, Water Science Leader

e Mr Mitchell Kelly, Property Manager, Gunnedah.

2.2 Deliberative meeting
2.2.1 Draft minutes

Resolved, on the motion of Mr Colless: That draft Minutes no. 7, 8, 9, 10 and 11 (Budget
Estimates) and no. 12 (Coal seam gas) be confirmed.

2.2.2 Tendered documents

Resolved, on the motion of Mr Colless: That the Committee accept and publish the following
documents tendered at the hearing in Taree on 31 October 2011:

o Letter from Barry O’Farrell to Rod and Robin Besier dated 10 June 2009 (Cr Rosenbaum)
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o Submission by the Barrington-Gloucester-Stroud Preservation Alliance Inc to the
Department of Sustainability, Environment, Water, Population and Communities to have
the Stroud-Gloucester Valley assessed for National Heritage Significance in the 2011-2012
Program (Mr Smith)

o The Stroud-Gloucester Valley & The Vale of Gloucester: A Heritage Landscape under
Threat — publication by Barrington-Gloucester-Stroud Preservation Alliance (Mt Smith)

o Document — The Stroud-Gloucester Valley and the Vale of Gloucester (Mr Smith)

o Open letter to Brooke at Huntwood Setvices, Singleton from Brad Bowden in relation to
CSG advertisement in Gloucester paper (Mr Davey)

o Report prepared by SRK Consulting entitled Gloucester Basin Stage 1 Gas Field

Development Project — Preliminary Groundwater Assessment and Initial Conceptual
Hydrogeological Model dated July 2010 (Ms Kaliska).

2.2.3 Media attendance
The Committee noted that the hearings in Narrabri on 16 November and Sydney on 17 November
2011 would be filmed by documentary filmmaker, Mr Richard Todd.

2.2.4 Travel by charter plane
The Committee noted that the cost of the charter plane to Narrabri increased to $13,950 due to the
additional costs of stopping in Gunnedah and conducting an aerial tour of the Pilliga Forest.

2.2.5 Meeting with local landholders

Resolved, on the motion of Mr Buckingham: That the private briefing by local landholders who
have signed access agreements with the mining companies be recorded by Hansard, on the
understanding that the landholders will consider any request the Committee may make to publish
excerpts of the transcript for the purpose of preparing the report. In addition, the landholders may
request that their names and other identifying details be suppressed in the transcript.

2.2.6  Other business
Technical experts

The Committee was advised that a technical expert had been nominated by the Government to give
evidence at the Sydney hearing.

Site visit to Gunnedah/Narrabri — aerial tour of the Pilliga Forest

The Committee conducted an aerial tour of coal seam gas developments in the Pilliga Forest. The
Committee was accompanied on the plane by Mr Michael Kelly, General Manager, Health Safety and
Environment, Eastern Star Gas.

Mr Kelly tendered the following document:

e Aecrial Inspection — Eastern Star Gas (ESG) Rehabbed Sites — Pilliga Forest and Private Landholders

2.4

Site visit to Gunnedah/Narrabri — meeting with local landholders

The Committee travelled to Narrabri and met with local landholders who have signed agreements with
Eastern Star Gas for coal seam gas development to take place on their land. The Committee met with the
following landholders:

e Mr Owen Lane
o Mr Peter Gett

Adjournment
The Committee adjourned at 4.30 pm until 8.30 am on Wednesday, 16 November.

Madeleine Foley
Clerk to the Committee
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Minutes No. 14

Wednesday 16 November 2011

General Purpose Standing Committee No 5

The Crossing Theatre, Tibbereena St, Narrabri at 8.30 am

1.

Members present

Mt Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Inquiry into coal seam gas — public hearing
The witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witnesses were sworn and examined:

e Cr Robyn Faber, Mayor, Narrabri Shire Council

e Cr Adam Marshall, Mayor, Gunnedah Shire Council

e Cr Katrina Humphries, Mayor, Moree Plains Shire Council

Cr Col Murray, Chairperson, Namoi Councils (and Mayor, Tamworth Regional Council)

Cr Col Murray tendered the following document:
e Opening Statement and Namoi Councils Submission

Cr Katrina Humphries tendered the following document:
e Letter from Simon Tolhurst, Leichardt Resources Pty Ltd to Landowners dated 30 June 2011 seeking

agreement to access property.
The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Mr Craig Trindall, Traditional landowner, Gomeroi Nation
e Mr Michael Anderson, Traditional landowner, Gomeroi Nation

Mr Trindall tendered the following document:
e Opening statement

The evidence concluded and the witnesses withdrew.
The following witness was sworn and examined:
e Mr Michael Murray, National Water Policy Manager, Cotton Australia

The evidence concluded and the witness withdrew.

The following witnesses were sworn and examined:

e Ms Jane Judd, Friends of the Pillaga
e Mr Milton Judd, Friends of the Pillaga

The evidence concluded and the witnesses withdrew.
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The following witnesses were sworn and examined:

Ms Rosemary Nankivell, Caroona Coal Action Group and Mullaley Gas Pipeline Accord
Mr James Bishop, Mullaley Gas Pipeline Accord
Mr David Quince, Mullaley Gas Pipeline Accord

Mr James Bishop tendered the following documents:

Letter from Mr Sam Haddad, Director General, NSW Department of Planning & Infrastructure dated
30/6/2011 to Mt David Casey, Managing Director, Eastern Star Gas Pty Ltd

Newspaper article "Science 101: Why you shouldn't put a gas pipeline through black soil"
Pamphlet "Liverpool Plains: Critical for Food Security"
Photographs of exposed gas pipelines and aerial view of Liverpool Plains

Ms Rosemary Nankivell tendered the following document:

Opening statement

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:

Ms Judi Sheedy, Executive Councillor and Chair of Gunnedah District Council, NSW Farmers'
Association (Boggabri, Gunnedah, Pottinger District Councils)

Mr Tim Duffy, Member, NSW Farmers' Association (Boggabri, Gunnedah, Pottinger District
Councils)
Mr Alastair Donaldson, Member, NSW Farmers' Association (Boggabri, Gunnedah, Pottinger District
Councils)
Mr Tim Duddy, Member, NSW Farmers' Association (Boggabri, Gunnedah, Pottinger District
Councils.

Ms Judi Sheedy tendered the following document:

Opening statement

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:

Mr Doug Cush, Local property owner

Ms Natalie Tydd, Local property owner

Mr Robert Blatchford, Local property owner
Mrs Penny Blatchford, Local property owner.

Mrs Penny Blatchford tendered the following document:

Opening statement and recommendations
Supporting documentation

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:

Ms Carmel Flint, Spokesperson, Northern Inland Council for the Environment
Mr Phil Sparks, Advisor, Northern Inland Council for the Environment

The evidence concluded and the witnesses withdrew.
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The following witness was sworn and examined:
e Ms Jon-Maree Baker, Executive Officer, Namoi Water

Ms Jon-Maree Baker tendered the following documents:
e Opening statement

The evidence concluded and the witness withdrew.

The following witness was sworn and examined:

e Ms Francesca Andreoni, Strategy Planning Manager, Namoi Water

Ms Andreoni tendered the following documents:

e FEcological Australia Report prepared for Namoi Catchment Management Authority entitled
"Proposed Framework for Assessing the Cumulative Risk of Mining on Natural Resource Assets in the
Namoi Catchment"

The evidence concluded and the witness withdrew.

The following witness was sworn and examined:
e Mr Anthony Pickard, Local property owner

Mr Pickard tendered the following:

e Opening Statement
e CD containing supplementary submission

The evidence concluded and the witness withdrew.

The public hearing concluded and the public and the media withdrew.

3.  Adjournment
The Committee adjourned at 4.30 pm until Thursday 17 November 2011 at 9.30 am.

Madeleine Foley
Clerk to the Committee
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Minutes No. 15

Thursday 17 November 2011

General Purpose Standing Committee No 5

9.15 am, Macquarie Room, Patliament House, Sydney

1.

Members present

Mr Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Inquiry into coal seam gas
2.1  Cortespondence

Received:

e 11 November 2011 — From Wollongong City Council to the Principal Council Officer, requesting that
the Committee accept a late submission from the Council, and requesting to appear at the public
hearing in Bowral.

Resolved, on the motion of Mr Donnelly: That the Committee accept a late submission from Wollongong
City Council and that the Council be invited to appear as a witness. Further, that Wollondilly Council give
evidence in Bowral as part of the local council panel, at the request of the Council.

2.2  Witness schedule — revised

The Committee noted that at the request of the Chair, the Minister’s Office in conjunction with the
Australian Petroleum Production and Exploration Association, nominated two drilling experts to give
expert technical evidence to the Committee: Mr Ross Naumann, Dart Energy and Mr Mike Roy, AGL. Mt
Naumann and Mr Roy will appear at 1.15-1.45 pm, immediately prior to the evidence from NSW
Government officers.

2.3  Proposal to contact Rural Fire Services
Resolved, on the motion of Mr MacDonald: That the Committee write to the Rural Fire Service to
ascertain whether the organisation has a position on coal seam gas activities.

2.4  Submissions

Resolved, on the motion of Dr Phelps: That the Committee note that submissions no. 601, 603, 607, 609-
611,613, 615-617, 619-625, 628-634, 638, 640-647, 649-663 667, 669-670, 672-676, 678-681, 684, 685,
687-689, 691-696, 698-700, 702-706, 708, 709, 711, 714, 717-720, 722, 724, 725, and 728-730, and
supplementary submissions 177a, 649a, 339a, 229a, 326a, 169a, 328a, 392a, 447a, 45a, 106a,132a, 200a,
200b, 408a, 456a, 594a, and 677a, were published by the Committee Clerk under the authorisation of an
earlier resolution.

Resolved, on the motion of Mr Buckingham: That submissions no. 635, 666, 682, 710, 713 and 721
remain confidential at the request of the submissions’ authors.

Resolved, on the motion of Dr Phelps: That submission no. 509, which was previously published, now be
made confidential at the request of the submission’s author.

Resolved, on the motion of Mr Primrose: That the Committee authorise the publication of submissions
no. 602, 604, 605, 606, 608, 612, 614, 618, 626, 627, 636, 637, 639, 664, 665, 668, 671, 677, 683, 686, 690,
697, 701, 707, 712, 716, 723, 726 and 727with the exception of the names of the authors which are to
remain confidential at the request of the submissions’ authors.
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Resolved, on the motion of Mr MacDonald: That the Committee authorise the publication of submissions
no. 648 and 715 with the exception of the names of individuals.

3. kkok

4. Inquiry into coal seam gas — Public hearing
Witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witnesses were sworn and examined:

e Mr James Baulderstone, Vice President Eastern Australia, Santos

e Mr Andrew Kremor, General Manager Energy Business, Santos

e Mr Sam Crafter, Manager Community and Government Relations NSW, Santos.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:

e Ms Fiona Simson, President, NSW Farmers’ Association

e Ms Brianna Casey, Senior Policy Manager, NSW Farmers’” Association
e Mr Charlie Thomas, Policy Advisor, NSW Farmers’ Association.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Mr Drew Hutton, President, Lock the Gate Alliance Inc.

The evidence concluded and the witness withdrew.

The following witnesses were sworn and examined:
e Mr Ross Naumann, Technical expert
e Mr Mike Roy, Technical expert.

The evidence concluded and the witnesses withdrew.
Mr Primrose left the meeting.

The following witnesses were sworn and examined:

e Mr Mark Paterson AO, Director General, Department of Trade and Investment, Regional
Infrastructures and Services

e Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department of Trade and
Investment, Regional Infrastructures and Services

e Mr Robert O’Neill, Director Water Policy and Planning, NSW Office of Water, Department of Trade
and Investment, Regional Infrastructures and Services

The evidence concluded and the witnesses withdrew.

Mr Primrose rejoined the meeting.

The following witnesses were sworn and examined:
e Dr Marion Carey, Doctors for the Environment Australia Inc.
e Dr Helen Richmond, Doctors for the Environment Australia Inc.

The evidence concluded and the witnesses withdrew.
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The following witnesses were sworn and examined:

e Mr Mike Moraza, Group General Manager, Upstream Gas, AGL Energy Ltd

e Ms Sarah McNamara, Government and Community Relations, AGL Energy Ltd
e Mr John Ross, Manager Hydrogeology, AGL Energy Ltd.

The evidence concluded and the witness withdrew.

The public hearing concluded at 4.52 pm. The public and the media withdrew.

Inquiry into coal seam gas — Questions on notice

Resolved, on the motion of Mr Donnelly that: That members provide any additional written questions for
witnesses to the Secretariat by 9 am, 21 November 2011. Further, that the Secretariat circulate the
questions to the Committee with comments due by 5 pm that day.

Adjournment

The Committee adjourned at 5 pm until Friday 25 November 2011, Members’ Lounge, Parliament House.

Madeleine Foley
Clerk to the Committee

Minutes No. 18

8 December 2011
General Purpose Standing Committee No 5
9.15 am, Macquarie Room, Parliament House, Sydney

1.

Members present

Mr Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Inquiry into coal seam gas

2.1  Correspondence
The Committee noted the following items of correspondence sent:

e 22 November 2011 — Letter to Mr Shane Fitzsimmons AFSM, Commissioner, NSW Rural Fire
Service, from Committee Chair, seeking information on the organisation’s views on coal seam gas

e 29 November 2011 — Letter to Hon Norman Moore MLC, Western Australian Minister for Mines and
Petroleum, from Committee Chair, seeking information on the rights of property owners and mining
companies in relation to land access in Western Australia.

The Committee noted the following items of correspondence received:

e 16 November 2011 — Email from Mr Michael Kelly, Eastern Star Gas, providing additional
information requested during the aerial tour of Pilliga Forest

e 30 November 2011 — Email from Mr Frank Mohen, Industry Director — Environment, AECOM,
declining the invitation to appear as a witness for the coal seam gas hearings.
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2.2 Submissions

Resolved, on the motion of Dr Phelps: That the Committee note that submissions no. 735, 736, 738-740,
743, 744, 746-748, 750-754, 756, 757, 760-765, 767- 771, 773, 774, 777-780, 782-785, 790,792, 794, 797,
800, 802, 804, 806, 808, 809, 811-816, 818, 819, 821, 824-831, 833, 834, 836-837, 839, 842, 844, 845, 847-
850, 852-855, 857-859, 861-867, 869, 874, 875, 877, 878, 880, 882-895, 898, 899 and supplementary
submissions 207a, 353a, and 649a, were published by the Committee Clerk under the authorisation of an
earlier resolution.

Resolved, on the motion of Mr Donnelly: That the Committee authorise the publication of submissions
no. 900 and 901.

Resolved, on the motion of Mr Buckingham: That submissions no. 742, 749, 787 and 832 and remain
confidential at the request of the submissions’ authors.

Resolved, on the motion of Mr Colless: That the Committee authorise the publication of submissions no.
731, 733, 734, 737, 741, 745, 755, 758, 759, 766, 772, 775, 776, 781, 786, 788, 789, 791, 793, 795, 796, 798,
799, 801, 803, 805, 807, 810, 817, 820, 822, 823, 835, 838, 840, 841, 843, 846, 851, 856, 860, 868, 870-873,
876, 879, 881, 896, 897, and supplementary submission 22a, with the exception of the names of the
authors which are to remain confidential at the request of the submissions’ authors.

2.3 Tendered documents
Resolved, on the motion of Dr Phelps: That the Committee accept and publish the following documents:

e Information booklet “Aerial Inspection — Eastern Star Gas (ESG) Rehabbed Sites — Pilliga Forest and
Private Landholders” tendered by Mr Michael Kelly, Eastern Star Gas

e Opening statement and copy of Namoi Council submission tabled by Cr Col Murray, Chairperson,
Namoi Councils (and Mayor, Tamworth Regional Council)

e Opening statement of Craig Trindall, Traditional landowner, Gomeroi Nation

e Letter from Mr Sam Haddad, Director General, NSW Department of Planning & Infrastructure dated
30/6/2011 to Mr David Casey, Managing Director, Eastern Star Gas Pty Ltd tendered by Mr James
Bishop, Mullaley Gas Pipeline Accord

e Pamphlet “Liverpool Plains: Critical for Food Security” tendered by Mr James Bishop, Mullaley Gas
Pipeline Accord

e Photographs of exposed gas pipelines and aerial view of Liverpool Plains tabled by Mr James Bishop,
Mullaley Gas Pipeline Accord

e Opening statement tendered by Ms Rosemary Nankivell, Caroona Coal Action Group and Mullaley
Gas Pipeline Accord

e Opening statement tendered by Ms Judi Sheedy, NSW Farmers' Association (Boggabri, Gunnedah,
Pottinger District Council)

¢ Opening statement and recommendations tendered by Mrs Penny Blatchford

e Opening statement tendered Ms Jon-Maree Baker, Executive Officer, Namoi Water

e FEcological Australia Report prepared for Namoi Catchment Management Authority entitled
“Proposed Framework for Assessing the Cumulative Risk of Mining on Natural Resource Assets in the
Namoi Catchment” tendered by Ms Fracesca Andreoni, Strategy Planning Manager, Namoi Water

e Opening Statement tendered by Mr Anthony Pickard, Local property owner.

Resolved, on the motion of Mr Colless: That the Committee authorise the publication of the letter from
Leichhardt Resources Pty Ltd to Landowners, dated 30 June 2011, secking agreement to access property
tendered by Cr Katrina Humphries, Mayor, Moree Plains Shire Council, with the exception of the
signatory’s name.

Resolved, on the motion of Mr Colless: That supporting documentation tendered by Mrs Penny
Blatchford remain confidential as it contains personal and financial information relating to individuals.

Resolved, on the motion of Mr Colless: That the CD tendered by Mr Anthony Pickard remain
confidential as it may contain information relating to individuals.
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2.4  Site visit itinerary — AGL site at Camden
Resolved, on the motion of Mr Donnelly: That the Committee adopt the proposed itinerary for the site
visit to AGL Energy at Camden.

2.5 Briefing by Mr Whitehouse — Publication of transcript
Resolved, on the motion of Mr Donnelly: That the Committee publish those sections of the transcript of
the briefing on 7 October 2011 that Mr Whitehouse has approved for publication.

2.6  Additional written questions

Resolved, on the motion of Mr MacDonald: That the Committee submit any additional written questions
for witnesses at the hearings on 8 and 12 December 2011 to the Secretariat by 5 pm Wednesday 14
December 2011. Further, that the Secretariat circulate the questions to the Committee for comment and
that the answers be due by Monday 30 January 2012.

2.7  Deliberative meeting — Final report

Resolved, on the motion of Dr Phelps: That the Committee hold a deliberative meeting to consider the
Chair’s draft report in the week beginning Monday 23 April 2012, preferably on Monday 23 April 2012,
subject to the Secretariat emailing members to confirm their availability.

Inquiry into coal seam gas — Public hearing
Witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witnesses were sworn and examined:
e Cr Keith Rhoades AFSM, President, L.ocal Government Association of New South Wales
e Cr Adam Marshall, Vice President, Shires Association of New South Wales.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Mt Jeff Smith, Director, Environmental Defender's Office
e Mt Nari Sahukar, A/Policy Director, Environmental Defender's Office.

Mr Smith tendered the following documents:
e 'Mining Law in New South Wales — Discussion Papet', Environmental Defenders' Office, June 2011,
together with a cover letter to Committee members dated 8 December 2011.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Mr Peter Townsley, Stop Coal Seam Gas Illawarra
e Dr Peter Turner, Northern Illawarra Sustainability Alliance.

Mr Townsley tendered the following documents:

e Maps showing the location of proposed coal seam gas development in relation to the Illawarra
escarpment.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of New South Wales.

Dr Khan tabled the following document:

e 'Management of concentrated waste streams from high-pressure membrane water treatment systems',
Critical Reviews in Environmental Science and Technology.
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The evidence concluded and the witness withdrew.

The following witnesses were sworn and examined:

e Mr Peter Henderson, Managing Director, Metgasco

e Ms Glenda McLoughlin, Chief Financial Officer, Metgasco
e Mr Mick O'Brien, Chief Operating Officer, Metgasco

e Mr Richard Shields, External Relations Manager, Metgasco.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Ms Jacinta Green, Stop Coal Seam Gas Sydney.

Ms Green tabled the following document:
e Opening statement, correspondence and additional documents.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:
e Mr Chris Magner, Richmond Wilsons Combined Water Users' Association
e Mr David Clift, Richmond Wilsons Combined Water Usets' Association.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn and examined:

e Mr Robbert de Weijer, Chief Executive Officer, Dart Energy Ltd

e Mr Jason Needham, Exploration Operations Manager Australia, Dart Energy Ltd
e Mr Andrew Collins, External Relations Manager, Dart Energy Ltd.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:

e Ms Marylou Potts, Marylou Potts Pty Ltd.

The evidence concluded and the witness withdrew.

The public hearing concluded at 5.35 pm. The public and the media withdrew.
4.  Adjournment

The Committee adjourned at 5.35 pm until 7.45 am, Friday 9 November 2011, Hospital Road, Parliament
House.

Madeleine Foley
Clerk to the Committee

298 Report - May 2012



GENERAL PURPOSE STANDING COMMITTEE NO. 5

Minutes No. 19

9 December 2011

General Purpose Standing Committee No 5

10.00 am, Highlands Golf Club, Old Hume Highway, Mittagong

1. Members present
Mr Brown, Chair
Mr Buckingham, Deputy Chair
Mr Colless
Mr Donnelly
Mr MacDonald
Dr Phelps
Mr Primrose

2. Inquiry into coal seam gas — Public hearing
Witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witnesses were sworn and examined:
e Mrs Elaine Armstrong, State President, Country Women's Association
e Mrs Joy Beames, State Agricultural and Environmental Officer, Country Women's Association.

Mrs Beams tendered the following document:
e Photograph of effects of subsidence on her property.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn:

e Mr Chris Lalor, Acting Manager, Strategic Planning, Camden Council

e Mr Jeff Lawrence, Director, Planning and Environment, Campbelltown City Council
e Mr David Henry, Environment Officer, Campbelltown City Council

e Cr Larry Whipper, Deputy Mayor, Wingecaribee Shire Council

e Mr Scott Lee, Director Environment and Planning, Wingecarribee Shire Council

e Ms Ally Dench, Deputy General Manager, Wollondilly Shire Council.

The evidence concluded and the witnesses withdrew.

The following witness was sworn:
e Ms Caroline Graham, Rivers SOS.

Ms Graham tendered the following documents:
e Photograph of the Cataract River 12 years after mining ceased
e Rivers SOS pamphlet.

The evidence concluded and the witness withdrew.

The following witnesses were sworn:
e Mr Peter Martin, Southern Highlands Coal Action Group
e Mr Alan Lindsay, Southern Highlands Coal Action Group.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn:
e Ms Jacqui Kirby, Scenic Hills Association
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Father Greg Burke, Scenic Hills Association.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn:

Sister Jocelyn Kramer, Carmelite Nuns
Sister Jennifer Jones, Carmelite Nuns.

Sister Jocelyn tendered the following document:

Presentation paper.

The evidence concluded and the witnesses withdrew.

The following witnesses were sworn:

Cr Jill Merrin, Wollongong City Council

Cr Greg Petty, Wollongong City Council

Mr Peter Kofod, Acting General Manager, Wollongong City Council

Ms Renee Campbell, Manager, Environment Strategy and Planning, Wollongong City Council.

Cr Petty tendered the following documents:

Statement to the Planning Assessment Commission

Additional information regarding the Apex Exploration Drilling Project submitted to the Planning
Assessment Commission.

Cr Merrin tendered the following documents:

Wollongong City Council Sustainability Policy

Letter to Wollongong City Council from the National Parks Association of NSW, Southern Sydney
Branch

"Review of the Wotley Parsons 'Greenhouse Gas Emissions Study of Australian CSG to LNG™
powerpoint presentation, compiled by Greg Knight

National Trust Magazine, November — January 2012

Sydney Morning Herald article "Fracking linked to UK tremors", 5 November 2011.

The evidence concluded and the witnesses withdrew.

The public hearing concluded at 2.33 pm. The public and the media withdrew.

Inquiry into coal seam gas —tour of AGL Energy at Camden
The Committee conducted a bus tour of coal seam gas developments in the Camden atea.

The Committee was accompanied on the bus by:

Mr Mike Moraza, Group General Manager, Upstream Gas

Mr Mike Roy, Head of Gas Operations

Mr Adam Lollback, Land and Approvals Manager, Upstream Gas
Mr Kevin Rofe, Land and Compliance Officer

Mr David Spree, Adviser, Government Affaits.

Mr Moraza tendered the following document:

AGL Camden Gas Project — Maps
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Adjournment
The Committee adjourned at 5.30pm until 9.30 am, Monday 12 December 2011, Hospital Road,
Parliament House.

Madeleine Foley
Clerk to the Committee

Minutes No. 20

12 December 2011

General Purpose Standing Committee No 5

9.30 am, Macquarie Room, Parliament House, Sydney

1.

Members present

Mt Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly (from 1.15 pm)
Mr MacDonald

Dr Phelps

Apologies
Mr Primrose

Inquiry into coal seam gas — Public hearing
Witnesses, the public and the media were admitted.

The Chair made an opening statement regarding the broadcasting of proceedings and other matters.

The following witness was sworn and examined:
e Mr Mark Ogge, Operations Director, Beyond Zero Emissions.

Mr Ogge tendered the following documents:
e Gas prices linking to global prices, BP Statistical Review of World Energy 2011
e Transforming to oil-linked pricing.

The evidence concluded and the witness withdrew.

The following witnesses were sworn and examined:

e Mr Mark Paterson AO, Director General, Department of Trade & Investment, Regional Infrastructure
and Services

e Mr Brad Mullard, Executive Director, Mineral Resources and Energy, Department of Trade &
Investment, Regional Infrastructure and Services

e Mr Mark Harris, A/Director, Water Policy and Water Planning, NSW Office of Water, Department of
Trade & Investment, Regional Infrastructure and Services.

The evidence concluded and Mr Mullard and Mr Harris withdrew.

The following witness was sworn and examined:

e Mr Michael Bullen, Chief Executive Officer, Sydney Catchment Authority.
Mr Paterson remained at the table to give evidence with Mr Bullen.

The evidence concluded and the witnesses withdrew.
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4.  Deliberative meeting

4.1 Submissions
Resolved, on the motion of Mr MacDonald: That the Committee authorise the publication of submission
no. 903.

4.2  Publication of in camera evidence

Resolved, on the motion of Dr Phelps: That the Committee publish those sections of the transcript of the
in camera evidence given on 15 November 2011 in Narrabri when that evidence has been approved by the
witnesses for publication.

5. Inquiry into coal seam gas — Public hearing resumed
Witnesses, the public and the media were admitted.

The following witnesses were sworn and examined:
e Mr Matthew Paull, Director, Policy (Queensland and New South Wales), APPEA
e Mr Rick Wilkinson, Chief Operating Officer, Eastern Australia, APPEA.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Mr Warren Mundine, Chief Executive Officer, Native Title Services Corp

The evidence concluded and the witness withdrew.

The following witness was sworn and examined:
e Mr James Cameron, Chief Executive Officer, National Water Commission.

The evidence concluded and the witness withdrew.

The following witnesses were sworn and examined:
e Mr Andrew Gregson, Chief Executive Officer, NSW Irrigators' Council
e Mr Mark Moore, Senior Policy Analyst, NSW Irrigators’ Council.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Ms Elaine Prior, Director and Senior Analyst, Citi Investment Research and Analysis.

The evidence concluded and the witnesses withdrew.

The following witness was sworn and examined:
e Mr Neil Dobbin, Group Executive, Rural Banking, Rabobank

The evidence concluded and the witness withdrew.

The public hearing concluded at 5.55 pm. The public and media withdrew.

6.  Adjournment
The Committee adjourned at 5.55 pm sine die.

Madeleine Foley
Clerk to the Committee
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Minutes No. 22

23 February 2012
General Purpose Standing Committee No. 5
Members’ Lounge, Parliament House, Sydney at 1.00 pm

1.

Members present

Mt Brown, Chair

Mr Buckingham, Deputy Chair
Mr Colless

Mr Donnelly

Mr MacDonald

Mr Primrose

Dr

Phelps

Draft minutes
Resolved, on the motion of Mr Donnelly: That draft minutes no. 16, 17, 18, 19, 20 and 21 be confirmed.

Inquiry into coal seam gas

341

Correspondence

The Committee noted the following items of correspondence received:

8 December 2011 — Email from Ms Marion Carey, Doctors for the Environment, seeking to provide
further information in relation to the evidence she provided at the hearing on 17 November 2011

9 December 2011 — Email from Dr Peter Turner, Northern Illawarra Sustainability Alliance, seeking to
add to the evidence he provided at the hearing on 8 December 2011 (attached)

12 December 2011 — Letter from Dr Francesca Andreoni, Strategic Planning Manager, Namoi
Catchment Management Authority, clarifying evidence given at the public hearing on Narrabri on 16
November 2011

15 December 2011 — Letter from Mr Rick Wilkinson, Chief Operating Officer, Eastern Australia,
Australian Petroleum Production and Exploration Association, to the Chair, enclosing recent media
articles on the benefits of coal seam gas

20 December 2011 — Letter from Mr Shane Fitzsimmons AFSM, Commissioner, NSW Rural Fire
Service, to the Chair, outlining the work undertaken by the organisation to identify any risks to fire
fighting operations due to coal seam gas development 21 December 2011 — From the Hon Barry
O’Farrell MP, Premier, to the Chair, enclosing correspondence from Cr Ray Brown, Mayor, Western
Downs Regional Council, in which the Mayor raised concerns that the Council was not notified of the
Committee’s site visit to Chinchilla in September 2011

12 January 2012 — From Mr Graeme Gibson, Hunter Valley Protection Alliance, to the Chair,
enclosing a brochure on the potential impact of coal seam gas development in the Hunter Valley, and
attaching an excerpt from a petition previously tabled in the NSW Parliament opposing coal seam gas
development in the Hunter Valley

16 January 2011 — From Hon Norman Moore MLC, WA Minister for Mines and Petroleum, to the
Chair, responding to the Committee’s request to clarify the legal rights of property owners in Western
Australia in relation to coal seam gas activity

31 January 2012 — From Mr Jeff Lawrence, Director Planning and Environment, Campbelltown City
Council to Principal Council Officer seeking to provide further information in relation to the evidence
he provided at the hearing on 9 December 2011.

21 February 2012 — From Mr Wayne Somerville providing a copy of a letter sent to the Premier, the
Hon Barry O’Farrell MP, regarding coal seam gas development in the Northern Rivers region.
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The Committee noted the following items of correspondence sent:

19 January 2012 — From the Chair, to Cr Ray Brown, Mayor, Western Downs Regional Council,
Queensland, responding to the Mayor’s concern that the Council was not notified of the Committee’s
site visit to Chinchilla in September 2011

31 January 2012 — From the Chair, to the Hon Andrew Fraser MP, Queensland Deputy Premier and
Treasurer, seeking an update on any significant initiatives since the Queensland Government prepared
its submission in mid-2011 to the Inquiry into the management of the Murray Datling Basin — impact
of mining coal seam gas by the Senate Rural Affairs and Transport Reference Committee.

Resolved, on the motion of Dr Phelps: That the Committee publish the following items of
correspondence received for the purposes of preparing the report:

8 December 2011 — Email from Ms Marion Carey, Doctors for the Environment

9 December 2011 — Email from Dr Peter Turner, Northern Illawarra Sustainability Allianc

12 December 2011 — Letter from Dr Francesca Andreoni, Strategic Planning Manager, Namoi
Catchment Management Authority

15 December 2011 — Letter from Mr Rick Wilkinson, Chief Operating Officer, Eastern Australia,
Australian Petroleum Production and Exploration Association

20 December 2011 — Letter from Mr Shane Fitzsimmons AFSM, Commissioner, NSW Rural Fire
Service

16 January 2011 — From Hon Norman Moore MLC, WA Minister for Mines and Petroleum

31 January 2012 — From Mr Jeff Lawrence, Director Planning and Environment, Campbelltown City
Council.

Resolved, on the motion of Mr Colless: That the Committee keep confidential the correspondence from
Mr Graeme Gibson of 12 January 2012, as the excerpt from a petition contains individual details.

3.2

Questions on notice

Resolved, on the motion of Mr Buckingham: That the Committee note that the following answers to
questions on notice were published by the Committee Clerk under the authorisation of an eatlier
resolution:

14 November 2011 — Barrington Gloucester Stroud Preservation Alliance (from hearing on 31
October)

21 November 2011 — MidCoast Water (from hearing on 31 October)

17 November 2011 — Barrington Gloucester Stroud Preservation Alliance (from hearing on 31
October) — further answers

6 December 2011 — Technical Experts — Ross Neumann and Mike Roy (from hearing on 17
November 2011)

7 December 2011 — Santos Limited (from hearing on 17 November)
8 December 2011 — Doctors for the Environment (from hearing on 17 November)

16 December 2011 — NSW Dept of Trade and investment, Regional Infrastructure and Services (from
hearing on 17 November)

21 December 2011 — AGL Energy Ltd (from hearing on 17 November)

19 January 2011 — Environmental Defenders’ Office (from hearing on 8 December)
30 January 2012 — Wollongong City Council (from hearing on 9 December 2011)

30 January 2012 — Dart Energy Ltd (from hearing on 8 December 2011)

30 January 2012 — Sydney Catchment Authority (from hearing on 12 December 2011)

31 January 2012 — Local Government and Shires Associations of NSW (from hearing on 9 December
2011)

31 January 2012 — Santos Limited (from hearing on 17 November 2011) — further answers
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e 31 January 2012 — Australian Petroleum Production & Exploration Association Limited (from hearing
on 12 December 2011)

e 3 February 2012 — Dr Stuart Khan, University of New South Wales (from hearing on 8 December)

e ( February 2012 — NSW Dept of Trade and investment, Regional Infrastructure and Services (from
hearing on 12 December)

e 9 February 2012 — National Water Commission (from hearing on 12 December 2011)

e 10 February 2012 — Beyond Zero Emissions (from hearing on 12 December)

3.3 Submissions

Resolved, on the motion of Dt Phelps: That the Committee note that submissions no. 903-910, and
supplementary submissions 648a and 905a, were published by the Committee Clerk under the
authorisation of an earlier resolution.

Resolved, on the motion of Mr Donnelly: That the Committee note that submission no. 902 was
published by the Committee Clerk under the authorisation of an earlier resolution, with the exception of
the author’s name. Further, that the Committee keep confidential the authot’s name at the request of the
submission’s author.

Resolved, on the motion of Mr Buckingham: That submission no. 901 remains confidential at the request
of the submission’s author.

3.4 Tendered documents
Resolved, on the motion of Dr Phelps: That the Committee accept the following documents and publish
those documents that are not already public:

Thursday, 8 December 2011

e ‘Mining Law in New South Wales — Discussion Paper’, Environmental Defenders’ Office, June 2011
(published), together with a cover letter to Committee members dated 8 December 2011 — tabled by
Mr Jeff Smith, Director, Environmental Defender’s Office

e Maps showing the location of proposed coal seam gas development in relation to the Illawarra
escarpment — tabled by Mr Peter Townsley, Stop Coal Seam Gas Illawarra

e Opening Statement tabled by Dr Stuart Khan, Senior Lecturer, Water Research Centre, University of
New South Wales

e ‘Management of concentrated waste streams from high-pressure membrane water treatment systems’,
Critical Reviews in Environmental Science and Technology — tabled by Dr Stuart Khan, Senior
Lecturer, Water Research Centre, University of New South Wales (published)

e Opening statement, correspondence and additional documents tabled by Ms Jacinta Green, Stop Coal
Seam Gas Sydney

Friday, 9 December 2011

e Photograph of the Cataract River 12 years after mining ceased — tabled by Ms Caroline Graham, Rivers
SOS

e Rivers SOS pamphlet — tabled by Ms Caroline Graham, Rivers SOS (published)

e Photograph of effects of subsidence on her property — tabled by Mrs Joy Beames, State Agricultural
and Environmental Officer, Country Women’s Association

e Presentation paper — tabled by Sister Jocelyn Kramer, Carmelite Nuns

e Statement to the Planning Assessment Commission — tabled by Cr Greg Petty

e Additional information regarding the Apex Exploration Drilling Project submitted to the Planning
Assessment Commission — tabled by Cr Greg Petty

e Wollongong City Council Sustainability Policy — tabled by Cr Jill Merrin, Wollongong City Council
(published)

e Letter to Wollongong City Council from the National Parks Association of NSW, Southern Sydney
Branch — tabled by Cr Jill Merrin, Wollongong City Council
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e ‘Review of the Worley Parsons’ Greenhouse Gas Emissions Study of Australian CSG to LNG’
powerpoint presentation, compiled by Greg Knight — tabled by Cr Jill Merrin, Wollongong City
Council

e National Trust Magazine, November — January 2012 — tabled by Cr Jill Merrin, Wollongong City
Council (published)

e Sydney Morning Herald article ‘Fracking linked to UK tremors’, 5 November 2011 — tabled by Ct Jill
Merrin, Wollongong City Council (published)

e AGL Camden Gas Project — Maps — tabled by Mr Mike Moraza, Group General Manager, Upstream
Gas, AGL

Monday, 12 December 2011

e Gas prices linking to global prices, BP Statistical Review of World Energy 2011 — tabled by Mr Mark
Ogge, Operations Director, Beyond Zero Emissions (published)

e Transforming to oil-linked pricing — tabled by Mr Mark Ogge, Operations Director, Beyond Zero
Emissions.

3.5 Material not part of the Inquiry

Resolved, on the motion of Mr MacDonald: That the Committee note that the final report will refer to the
Senate Committee’s November 2011 interim report on ‘The impact of mining coal seam gas on the
management of the Murray Darling Basin’ and evidence considered in that report.

3.6 Other business

Resolved, on the motion of Dr Phelps: That the Committee note that the Chair’s draft report will be
distributed to members on Monday 16 April 2012, and that the confidential report be emailed to
members, on request.

Adjournment

The Committee adjourned at 1.10 pm until 9.30 am Monday 23 April 2012.

Madeleine Foley
Clerk to the Committee

Draft Minutes No. 23

Monday, 23 April 2012

General Purpose Standing Committee No. 5
Room 1136, Parliament House, Sydney at 9.30 am

1.

Members present

Mr Brown (Chair)

Mr Buckingham (Deputy Chair)
Mzr Colless (at 9.35am)

Mr Donnelly

Mr MacDonald

Dr Phelps

Mr Primrose

Previous minutes
Resolved, on the motion of Dr Phelps: That draft Minutes No 22 be confirmed.
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Proposed inquiry into public land management in NSW

The Chair tabled a letter to the Clerk of the Committee signed by Mr Colless, Mr Brown, Dr Phelps and
Mr MacDonald requesting a meeting of the Committee to consider the following terms of reference for
an inquiry into public land management in NSW:

That General Purpose Standing Committee No 5 inquire into and report on the management of
public land in New South Wales, including State Forests and National Park estate, and in particular:

1. The conversion of Crown Land, State Forests and agricultural land into National Park estate
or other types of conservation areas, including the:

a. Process of conversion and the assessment of potential operational, economic, social and
environmental impacts

b. Operational, economic, social and environmental impacts after conversion, and in
particular, impacts upon neighbours of public land and upon Local Government

c. That the following cases be considered in relation to Terms of Reference 1(a) and 1(b):
@) River Red Gum State Forests in the Southern Riverina,
(if) Native Hardwood State Forests in Northern NSW,
(iii) Yanga Station in the Balranald Shire, and
(iv)Toorale Station in Bourke Shire.

2. The adherence to management practices on all public land, that are mandated for private
property holders, including fire, weed and pest management practices.

3. Examination of models for the management of public land, including models that provide
for conservation outcomes which utilises the principles of “sustainable use”.

4. Any other related matters.

Mr Colless artived at 9.35am.

Dr Phelps moved: That the Committee adopt the terms of reference.
Question put.

The Committee divided.

Ayes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps

Noes: Mr Buckingham, Mr Donnelly, Mr Primrose

Question resolved in the affirmative.

Resolved, on the motion of Dr Phelps: That the inquity and the call for submissions be advertised on 9
May 2012 in the Sydney Morning Herald, Daily Telegraph, Weekly Times, The Land and selected regional
newspapers.

Resolved, on the motion of Mr Colless: That members email the Secretariat with any suggestions on
local/specialist publications in which to advertise the Inquiry. Further, that the Secretariat email the
Committee to seek agreement to advertising in these proposed publications.

Resolved, on the motion of Mr MacDonald: That the closing date for submissions be 3 August 2012.

Resolved, on the motion of Mr Primrose: That the Secretariat email members with a list of proposed
stakeholders to be invited to make written submissions, and that members be requested to nominate
additional stakeholders.

Resolved, on the motion of Mr Primrose: That the Committee authorise the publication of all submissions
to the Inquiry into Public Land Management, subject to the Committee Clerk checking for confidentiality,
adverse mention and other issues.
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Resolved, on the motion of Mr Colless: That the indicative tabling date for the final report be late April
2013.

The Chair informed the Committee of his intention to undertake most site visits in the period 23 July to
October 2012, and that if necessary additional site visits would be scheduled for late 2012 or early 2013.

Resolved, on the motion of Dr Phelps: That the Committee conduct site visits to the places named in the
Terms of Reference, additional site visits to locations determined by submissions received, and three
Sydney hearings. Further, that the dates for Inquiry activity be determined by the Chair after consultation
with members regarding their availability.

4.  Inquiry into coal seam gas

4.1 Correspondence
The Committee noted the following items of correspondence received:

e 16 November 2011 — From Mr John Tough, Narrabri resident, providing photographs of coal seam
gas activities.

e 4 April 2012 — From Mr Carey Mclntyre, Director City Outcomes, Shellharbour City Council,
regarding the concerns about coal seam gas mining.

Resolved, on the motion of Mr Buckingham: That the Committee keep confidential the correspondence
from Mr Tough, as it contains photographs of potentially sensitive activities.

4.2 Answers to QON

Resolved, on the motion of Dr Phelps: That the Committee authorise the publication of the
answers to questions on notice provided by the following witnesses:

e 5 March 2012 — AGL Energy (from hearing on 17 November 2011)

e 9 March 2012 — AGL Energy proforma access agreements (further question — from
hearing on 17 November 2011)

4.3 Submissions
Public

Resolved, on the motion of Mr Buckingham: That the Committee publish the name of the author
of submission 715.

Resolved, on the motion of Dr Phelps: That the Committee publish supplementary submission
648b.

4.4 Proformas
Resolved, on the motion of Dr Phelps: That the proformas remain confidential as they contain
addresses and other personal information.

4.5 Correspondence to the Queensland Government
The Committee noted that a letter was sent to the Queensland Treasurer in January 2012 requesting
an update on significant developments since the Queensland Government’s submission to the
Senate Inquiry in mid-2011. While the Committee did not receive a response due to the pre-election
caretaker period, the Secretariat was verbally advised on 5 March 2012 that there have been no
significant changes since the submission was made.

4.6 Additional material incorporated into the report

Resolved, on the motion of Mr MacDonald: That the Committee note that the final report refers
to material published by the Western Australian and Queensland Governments on domestic gas
reservation policies.
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Consideration of Chair’s draft report on coal seam gas
The Chair submitted his draft report entitled Coal seam gas, which, having been previously circulated, was
taken as being read.

Chapter 1 read.
Resolved, on the motion of Mr Primrose: That Chapter 1 be adopted.
Chapter 2 read.

Resolved, on the motion of MacDonald: That paragraph 2.18 be amended by inserting the words ‘The
Committee notes that the role of the Commonwealth Government’s new Independent Expert Scientific
Committee on Coal Seam Gas and Coal Mining is considered in Chapter 3.’

Resolved, on the motion of Mr Buckingham: That paragraph 2.32 be amended by omitting the words
‘Since its election in March 2011” and inserting instead the words ‘As at 12 December 2011°.

Resolved, on the motion of Mr Buckingham: That paragraph 2.33 be amended by

e inserting the words ‘This moratorium only applies to new fraccing approvals. The Committee
notes that no fraccing operations have been undertaken since the ban came into place.” after the
words ‘fraccing standards and well design.’

e inserting the words ‘of fraccing standards and well design’ after the words “The review’.

e omitting the words ‘Fraccing will not occur in New South Wales until the Government has
considered its findings.” from the end of the paragraph.

Resolved, on the motion of Mr Buckingham: That paragraph 2.37 be amended by omitting the words ‘has
been put in place’ after the words ‘called the ‘Gateway’ and inserting instead ‘aims’.

Resolved, on the motion of Mr Colless: That Chapter 2, as amended, be adopted.
Chapter 3 read.

Resolved, on the motion of Dr Phelps: That paragraph 3.45 be amended by inserting the words °, if any,’
after the word ‘aquifers’.

Resolved, on the motion of Dr Phelps: That paragraph 3.46 be amended by inserting the words ‘by some
coal seam gas companies’ after the words ‘cumulative impacts is considered’.

Resolved, on the motion of Mr MacDonald: That paragraph 3.47 be amended by omitting the word
‘conducted’ and inserting instead the word ‘finalised’.

Resolved, on the motion of Dr Phelps: That paragraph 3.48 be amended by omitting the words ‘is very
concerned’ and inserting instead the word ‘notes’.

Resolved, on the motion of Mr Donnelly: That paragraph 3.49 be amended by turning the words ‘The
NSW Government should consider tightening the Draft Code so that the suggested measures around
water testing and monitoring, including documenting existing water bores, drilling monitoring bores,
regularly monitoring water impacts and paying for independent water testing, are reguired rather than
optional into a recommendation.

Resolved, on the motion of Dr Phelps: That paragraph 3.49 be amended by omitting the words ‘It is
simply not good enough to leave such important measures to the goodwill of coal seam gas companies, or
indeed the negotiating skills of individual landholders’ from the end of the paragraph.’

Resolved, on the motion of Mr Buckingham: That a new recommendation be inserted after paragraph
3.49 to read: ‘That the NSW Government amend the Draft Code of Practice for Coal Seam Gas Exploration to
require information on baseline data to be publically available’.

Resolved, on the motion of Mr Buckingham: That where the Committee resolves to insert a new
recommendation, or to amend an existing recommendation, that the Committee Secretariat insert a new
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paragraph in the Committee Comment section to reflect the new recommendation, or revise the existing
comment to reflect the revised recommendation.

Resolved, on the motion of Dr Phelps: That paragraph 3.67 be amended by omitting the words ‘The
Committee concludes that the industry’s history in Queensland does not contain clear lessons for New
South Wales on whether the coal seam gas industry is a safe long term proposition.” after the words
‘appear for decades’ and inserting instead the words ‘However, the Committee notes that an
hydrogeologist and other experts who appeared before the Committee were, despite their extensive
experience over many years, unaware of any instance of cross-contamination of aquifers in Australia due
to coal seam gas drilling for exploration or production.” and that a footnote be inserted to reflect the
evidence from several witnesses on this issue.

Mr Buckingham moved: That paragraph 3.68 be amended by omitting the words ‘The Committee
considers it unfortunate that disinformation is circulating in the community on the coal seam gas industry.’
from the beginning of the paragraph.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose
Noes: Mr Colless, Mr MacDonald, Dr Phelps

Question resolved in the affirmative.

Resolved, on the motion Mr Primrose: That paragraph 3.68 be amended by inserting the words “The
Committee urges all stakeholders in the debate to refrain from using emotive language and making
unsubstantiated claims, and to base their representations on the science.” at the end of the paragraph.

Resolved, on the motion of Dr Phelps: That paragraph 3.72 be amended by omitting the words ‘However
in many cases it is not clear if these Inquiry participants would support coal seam gas exploration
proceeding if further study can show that the risks of the industry can be managed’ after the words
‘exploratory phase.” from the end of the paragraph and inserting instead the words ‘However in some
cases it is not clear if these Inquiry participants would support coal seam gas exploration or production
proceeding under any circumstances.’

Mr Buckingham moved: That paragraph 3.113 be omitted.

Question put.

The Committee divided:

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mt Primrose
Question resolved in the negative.

Resolved, on the motion of Mr Primrose: That paragraph 3.113 be amended by inserting the words
subject to any aquifer interference assessment (See Recommendation XX)’ at the end of the second
sentence.

Mr Buckingham moved: That a new recommendation be inserted after paragraph 3.113 to read: “That the
Government implement a moratorium on coal seam gas of no less than 12 months while the areas of
significant scientific uncertainty in relation to coal seam gas activities as highlighted in this report can be
duly investigated and reported on by the Commonwealth’s Independent Expert Scientific Committee’.

Question put.

The Committee divided:

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
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Question resolved in the negative.
Resolved, on the motion of Dr Phelps: That Chapter 3, as amended, be adopted.
Chapter 4 read.

Resolved, on the motion of Dr Phelps: That a new paragraph be inserted after paragraph 4.14 to read ‘The
Committee notes an hydrogeologist and other experts who appeared before the Committee were, despite
their extensive experience over many years, unaware of any instance of cross-contamination of aquifers in
Australia due to coal seam gas drilling for exploration or production.” and that a footnote be inserted to
reflect the evidence from several witnesses on this issue.

Dr Phelps moved: That paragraph 4.65 be omitted and that the words be inserted instead: ‘The
Committee agrees that there is still some uncertainty about the full impact of the coal seam gas industry
on water resources, but notes that there is no evidence to support theories of aquifer cross-contamination.
The NSW Government should consider monitoring developments in this areas, but uncertainty should
not, of itself, deter progress of this industry.”

Question resolved in the negative.

Resolved, on the motion of Mr Colless: That paragraph 4.65 be amended by omitting the words ‘believes
that the jury is still out on key concerns on’ after the words ‘the Committee’ and inserting instead the
words ‘notes the very serious community concerns regarding’, and omitting the word ‘issues’ after the
word ‘these’ on the second line, inserting instead the word ‘concerns’.

Resolved, on the motion of Mr Donnelly: That paragraph 4.93 be amended by turning the words ‘The
Committee encourages the NSW Government to progress as a priority the project being undertaken by
the Office on Water to assess the potential volume of produced water.” into a recommendation.

Resolved, on the motion of Mr Buckingham: That a new recommendation be inserted after paragraph
4.93 to read: “That the NSW Government not approve any coal seam gas activity without a solid waste
management plan included in the relevant approval’.

Dr Phelps moved: That paragraph 4.94 be deleted by omitting the words: “The Committee is concerned at
the lack of scientific evidence to support some proposed means of dealing with produced water, such as
aquifer reinjection, and also finds it alarming that there is currently no means for dealing with solid waste
other than sending it to landfill. This illustrates the need for the NSW Government to take a cautious
approach to the coal seam gas industry, particularly before allowing coal seam gas companies to proceed
to production’.

Question put.

The Committee divided:

Ayes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps
Noes: Mr Buckingham, Mr Donnelly, Mr Primrose
Question resolved in the affirmative.

Resolved, on the motion of Dr Phelps: That paragraph 4.102 be amended by omitting the word ‘the’ after
the word ‘mitigate’ and inserting instead the word ‘any’.

Mr Donnelly moved: That a new recommendation be inserted after paragraph 4.104 to read: “That the
NSW Government ensure that aquifier interference requirements are introduced for any wells drilled into
coal seams, including exploration wells.”

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose
Noes: Mr Colless, Mr MacDonald, Dr Phelps
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Question resolved in the affirmative.

Mr Donnelly moved: That a new recommendation be inserted after paragraph 4.104 to read: “That the
NSW Government issue no further exploration or production licences for any region in New South Wales
until the Commonwealth Government’s Independent Expert Scientific Committee makes publicly
available a water assessment that contains a finding to the effect that the extraction of coal seam gas in the
region is not likely to have a significant impact of water resources in the region.”

Question put.

The Committee divided.

Ayes: Mr Buckingham, Mr Donnelly, Mr Primrose

Noes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps
Question resolved in the negative.

Resolved, on the motion of Mr MacDonald: That a new recommendation be inserted after paragraph
4.104 to read: ‘That the NSW Government consider expanding the monitoring of decommissioned wells.
This could extend to inspections at intervals of five years up to 20 years’.

Resolved, on the motion of Dr Phelps: That paragraph 4.104 be amended by omitting the words ‘the
Government’ after the word ‘before’ and inserting instead the words ‘previous governments’.

Resolved, on the motion of Dr Phelps: That paragraph 4.104 be amended by deleting the words: ‘As with
the moratorium on fraccing, the Committee views this as an example of the Government playing catch-up
in its approach to regulating the industry.’

Resolved, on the motion of Dr Phelps: That paragraph 4.105 be amended by omitting the first sentence
which read: ‘In relation to the disposal of produced water, the Committee is concerned that the NSW
Government does not have a clear position on how coal seam gas companies should be required to
dispose of water.” and inserting instead: ‘In relation to the disposal of produced water, the Committee
believes that the NSW Government should develop a clear position on how coal seam gas companies
should dispose of this water’.

Resolved, on the motion of Mr Buckingham: That paragraph 4.105 be amended by omitting the sentence
‘There is insufficient evidence at present to support aquifer reinjection as a means of disposal of produced
water, and we question how the Government can develop a Managed Aquifer Recharge Policy in the
absence of the relevant data’ and inserting instead: ‘Considering that there is contested evidence regarding
aquifer reinjection as a means to dispose of produced water, the Committee urges the NSW Government
to finalise the Managed Aquifer Recharge Policy as provided for in the Draft Code.’

Dr Phelps moved: That paragraph 4.106 and Recommendation 2 be omitted.
Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That Chapter 4, as amended, be adopted.
Chapter 5 read.

Resolved, on the motion of Mr Colless: That paragraph 5.1 be amended by omitting the words ‘Fraccing
is a technique used by coal seam gas operators to improve the flow of gas from a coal seam.” and inserting
instead the words ‘TFraccing is a technique that has been used for many decades in the oil and gas
industries for a number of purposes’.

Resolved, on the motion of Dr Phelps: That paragraph 5.7 be amended by inserting the words ‘However,
this percentage must be treated with caution in relation to its application to coal seam gas operations in
New South Wales, given the substantial dissimilarities between the structures of coal seam bodies in New
South Wales and those in existing drilling areas of Queensland’ at the end of the paragraph.
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Dr Phelps moved: That paragraph 5.48 be amended by omitting the words “The Committee agrees that
given the potential impacts on health, farming and water systems, the Government should proceed with
the utmost caution, ensuring that the highest possible standards are set and adhered to’ after the words ‘in
relation to fraccing’ and inserting instead the words ‘particularly the concerns about the potential impacts
on health, farming and water systems. However, much of this concern may be unjustified, given the view
of Geoscience Australia (see paragraph 5.50), and’.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Colless, Mr Donnelly, Mt MacDonald, Dr Phelps, Mr Primrose
Noes: Mr Buckingham

Question resolved in the affirmative.

Resolved, on the motion of Mr Primrose: That paragraph 5.58 and Recommendation 3 be amended by
omitting the word ‘moratorium’ wherever it appears and inserting instead the words ‘current ban’.

Dr Phelps moved: That paragraph 5.58 and Recommendation 3 be deleted.
Question put.

The Committee divided.

Ayes: Mr Colless, Mr MacDonald, Dr Phelps

Noes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose

Question resolved in the negative.

Resolved, on the motion of Mr Colless: That Recommendation 3 be amended by:

e omitting the word ‘tests’ after the words ‘Assessment Scheme’ and inserting instead the word
< b
aSSesses

e inserting the words ‘and toxicity according to international standards’ after the words ‘intended

>

use

e omitting the word ‘testing’ after the words ‘findings of this” and inserting instead the word
‘assessment’.

Dr Phelps moved: That paragraph 5.59 and Recommendation 4 be deleted.
Question resolved in the negative.

Resolved, on the motion of Mr Colless: That Chapter 5, as amended, be adopted.
Chapter 6 read.

Resolved, on the motion of Dr Phelps: That paragraph 6.31 be amended by omitting the words ‘are
serious, and obviously of great concern to Inquiry participants. In the absence of sufficient evidence to
either support or discount these fears’ after the words ‘coal seam gas activities’ and inserting instead the
words ‘are obviously of great concern to Inquiry participants. Given the conflicting evidence,’.

Resolved, on the motion of Dr Phelps: That paragraph 6.50 be amended by omitting the words ‘Changes
must therefore be made to the system of providing security deposits, to ensure that deposits are
substantial and are held for a long period’.

Resolved, on the motion of Dr Phelps: That Recommendation 5 be deleted by omitting the words ‘a more
substantial, long-term security deposit system to ensure remediation of any environmental impacts of coal
seam gas development’ after the words “That the NSW Government develop’ and inserting instead the
words ‘an effective model to ensure that coal seam gas companies are held responsible for covering the
full costs of remediating any environmental impacts, particularly any long-term environmental damage.’
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Dr Phelps moved: That paragraph 6.70 be amended by omitting the words “The Committee is concerned
by the evidence that DTIRIS may not be exercising its power to require an applicant to prepare an EIS,
which may mean that environmental impacts are not being fully assessed’ from the end of the paragraph.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Noes: Mr Buckingham

Question resolved in the affirmative.

Resolved, on the motion of Mr MacDonald: That a new committee comment be inserted after paragraph
6.70 to read: “The Committee notes that the preparation of a REF does not require consultation with the
Office of Environment and Heritage.”

Resolved, on the motion of Mr MacDonald: That a new recommendation be inserted after the new
committee comment to read: “That the NSW Government require, in the preparation of a REF, referral to
the Office of Environment and Heritage.’

Mr Buckingham moved: That a new recommendation be inserted after paragraph 6.88 to read: “That the
NSW Government require an environmental assessment to be prepared as part of the application for an
exploration licence and allow submissions to be made in relation to that environment assessment.”

Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Question resolved in the negative.

Mr Buckingham moved: That a new recommendation be inserted after paragraph 6.88 to read: “That the
NSW Government conduct a review of the adequacy of the skills and effectiveness of Government
officers undertaking peer review of Environmental Assessments of coal seam gas development proposals.’

Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That Chapter 6, as amended, be adopted.
Chapter 7 read.

Resolved, on the motion of Dr Phelps: That paragraph 7.62 be amended by omitting the sentence “These
valid concerns further highlight the need for the NSW Government to take a cautious approach to the
development of the coal seam gas industry in New South Wales’ and inserting instead the sentence “These
concerns, justified or otherwise, further highlight the need for the NSW Government to provide clear and
factual information on the possible development of the coal seam gas industry in New South Wales’.

Resolved, on the motion of Mr Donnelly: That paragraph 7.75 be amended by inserting the word
‘developing’ after the words ‘pursuit of’.

Resolved, on the motion of Mr Buckingham: That Chapter 7, as amended, be adopted.
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Chapter 8 read.

Dr Phelps moved: That paragraph 8.54 be amended by omitting the words ‘and indigenous communities’
after the words ‘local governments and’.

Question put.

The Committee divided.

Ayes: Dr Phelps

Noes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr MacDonald, Mr Primrose
Question resolved in the negative.

Dr Phelps moved: That paragraph 8.73 be omitted by deleting all words after the first sentence and that
Recommendation 6 be omitted.

Question put.

The Committee divided.

Ayes: Mr Colless, Mr MacDonald, Dr Phelps.

Noes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose.
Question resolved in the negative.

Dr Phelps moved: That paragraph 8.74 be amended by omitting all words after ‘Draft Code of Practice
for Coal Seam Gas Exploration’.

Question resolved in the negative.

Resolved, on the motion of Mr Buckingham: That Recommendation 7 be amended by omitting the words
‘is issued’ inserting the words ‘application is made’.

Resolved, on the motion of Mr Buckingham: That after Recommendation 7 a new recommendation be
inserted to read: “That the NSW Government implement the community consultation process as outlined
in the Draft Code of Practice for Coal Seam Gas Exploration, at the point of exploration licence application and
on renewal’.

Resolved, on the motion of Mr Colless: That Chapter 8, as amended, be adopted.
Chapter 9 read.

Resolved, on the motion of Mr Buckingham: That Recommendation 8 be amended by inserting the words
¢, and considering harmonisation with the Mining Act 1992 if possible’ after the words ‘in relation to land
access’.

Dr Phelps moved: That paragraphs 9.88, 9.89, Recommendation 10 and Recommendation 11 be omitted.
Question resolved in the negative.

Dr Phelps moved: That paragraph 9.90 and Recommendation 12 be omitted.

Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That paragraph 9.102 and Recommendation 13 be amended by
inserting the word ‘reasonable’ before the word ‘costs’.

Dr Phelps moved: That paragraph 9.129 be amended by omitting the sentence: “Therefore, the Committee
believes that the NSW Government should require coal seam gas companies to prepare and publish the
average monetary compensation paid to all landholders for coal seam gas exploration and production
activities, on an annual basis.” and that Recommendation be deleted by omitting the words: “That the
NSW Government require coal seam gas companies to prepare and publish, on an annual basis, the
median monetary compensation paid to all landholders for coal seam gas exploration and production
activities’.
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Question put.

The Committee divided.

Ayes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps
Noes: Mr Buckingham, Mr Donnelly, Mr Primrose.
Question resolved in the affirmative.

Mr Colless moved: That after paragraph 9.129 a new comment be inserted to read: “To bring about greater
parity in the bargaining position of landholders on whose properties coal seam gas wells are located, the
Committee recommends that the template access agreement for exploration and production take a default
position whereby the landholder be compensated in the sum of $5,000 per well head per annum.” and that
a new recommendation be inserted to reflect this comment.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps

Noes: Mr Buckingham, Mr Donnelly, Mr Primrose.

Resolved, on the motion of Dr Phelps: That Chapter 9, as amended, be adopted.
Chapter 10 read.

Resolved, on the motion of Dr Phelps: That paragraph 10.18 be amended by omitting the word ‘of’
before the words ‘particular issue’ and inserting instead the word ‘a’, and inserting the words ‘“for inquiry
participants’ after the words ‘particular issue’.

Mr Buckingham moved: That a new recommendation be inserted after Paragraph 10.36 to read: “That the
NSW Government allow Local Councils to prohibit coal seam activities through their Local Environment
Plans.’

Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose.
Question resolved in the negative.

Resolved, on the motion of Mr MacDonald: That a new recommendation be inserted after paragraph
10.53 to read: “That the NSW Government require an Agricultural Impact Statement to be prepared for all
exploration licence applications.” and that in addition to a preceding paragraph being inserted in to the
Committee Comment section to reflect this recommendation, that paragraph 10.50 be amended to clarify
when an Agricultural Impact Statement is required to be prepared.

Mr Buckingham moved: That paragraph 10.53 be amended by omitting the first sentence and inserting
instead: “The Committee is of the view that coal seam gas development cannot co-exist with productive
agricultural land and is concerned that the Government’s Strategic Regional Landuse Policy does not
protect productive agricultural land from coal seam gas development.’

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Question resolved in the negative.

Dr Phelps moved: That paragraph 10.54 be omitted.
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Question put.

The Committee divided.

Ayes: Mr Colless, Mr MacDonald, Dr Phelps

Noes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose
Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That paragraph 10.54 be amended by inserting a last sentence to
read: “The Committee expects that the Government will address these issues during the consultation phase
on the Policy.’

Resolved, on the motion of Mr Buckingham: That Paragraph 10.55 and Recommendation 15 be amended
to by omitting the words ‘and West regions’ after the word ‘Alpine’ and inserting instead ‘Western and
coastal regions’.

Mr Donnelly moved: That after Recommendation 15 a new recommendation be inserted to read: “That
the NSW Government should acknowledge that there are some areas where coal seam gas extraction
should not occur. This may include areas of high environmental significance, areas of visual significance
for tourism or high value primary production areas, for example areas like the vineyards around
Polkolbin.’

Question put.

The Committee divided.

Ayes: Mr Buckingham, Mr Donnelly, Mr Primrose

Noes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps.
Question resolved in the negative.

Mr Buckingham moved: That after Recommendation 15 a new recommendation be inserted to read: “That
the NSW Government’s Strategic Regional Land Use Plans identify no-go zones for coal seam gas
development including urban areas and areas of productive agricultural land and significant environmental
values.’

Question put.

The Committee divided.

Ayes: Mr Buckingham, Mr Donnelly, Mr Primrose

Noes: Mr Brown, Mr Colless, Mr MacDonald, Dr Phelps.

Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That Chapter 10, as amended, be adopted.
Chapter 11 read.

Dr Phelps moved: That paragraph 11.38 be amended by omitting the words ‘However, we believe that
there is insufficient modelling on the industry’s benefits for regional areas. For example, in relation to job
creation, there are discrepancies in the figures put forward: Santos’ modeling suggests that its activities
alone would create 3,000 full-time positions, ‘with many based in regional communities’, while the ACIL
Tasman report found that if the coal seam gas industry was not developed, there would be 1,361 less full-
time jobs each year across the State’ after the words ‘deliver investment’, and that paragraphs 11.39, 11.40
and Recommendation 16 be deleted.

Question resolved in the negative.

Mr Buckingham moved: That a new recommendation be inserted after Recommendation 16 to read: “That
the NSW Government commission an independent and comprehensive socioeconomic cost benefit
analysis of a possible coal seam gas industry in NSW”.
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Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Question resolved in the negative.

Resolved, on the motion of Dr Phelps: That paragraphs 11.63 and 11.64 be deleted by omitting the words:

e ‘In the previous section, the Committee called for the coal seam gas industry to provide more
information on the industry’s job creation potential in regional areas. Similarly, the Committee
believes that the NSW Government should develop modeling on potential coal seam gas
royalties. This information is needed to inform the community debate on the coal seam gas
industry. Indeed, the Government also needs access to such information in deciding whether to
support the industry’s development in NSW, taking into consideration the industry’s potential
economic benefits and weighing these against the full range of potentially deleterious impacts’

e ‘The Committee acknowledges that the NSW Government and coal seam gas companies may not
be able to produce detailed estimates of royalties, and indeed the number of jobs to be created,
given that very few projects have gone through the detailed planning needed to reach the
production stage. However, some economic modelling must be possible to quantify in a general
way the industry’s potential economic benefits’

Resolved, on the motion of Dr Phelps: That Recommendation 17 be amended by omitting the words
‘prepare and’ after the words NSW Government’ and inserting instead ‘continue to’, by inserting the
word ‘forward’ after the word ‘publish’, and by omitting the words ‘that could’ after the word ‘royalties’
and inserting instead the words ‘expected to’.

Dr Phelps moved: That paragraph 11.65 be deleted.
Question resolved in the negative.

Dr Phelps moved: That Recommendation 18 be deleted.
Question resolved in the negative.

Resolved, on the motion of Mr Donnelly: That Recommendations 18 and 19 be amended by inserting the
words ‘That should the coal seam gas industry proceed in New South Wales,” at the beginning of each
recommendation.

Mr Buckingham moved: That Recommendation 18 be amended by inserting the words ‘of ten per cent’
after the words ‘full royalty rate’.

Question resolved in the negative.

Resolved, on the motion of Mr Colless: That Recommendation 18 be amended by inserting the words
‘,and that coal seam gas companies be advised of this at the time of their exploration licence application or
renewal.” after the words ‘under a petroleum title.”

Mr Donnelly moved: That paragraph 11.67 be amended by omitting the words ‘share of coal seam gas’
after the words ‘calling for’ and inserting instead the words ‘fair share of”.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr MacDonald, Mr Primrose
Noes: Dr Phelps

Question resolved in the affirmative.
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Dr Phelps moved: That paragraph 11.67, as amended, and Recommendation 19 be deleted.
Question put.

The Committee divided.

Ayes: Dr Phelps, Mr MacDonald

Noes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr Primrose

Question resolved in the negative.

Mr Donnelly moved: That Recommendation 19 be amended by omitting the words ‘for coal seam gas
royalties” after the word ‘program’.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr Primrose
Noes: Dr Phelps, Mr MacDonald

Question resolved in the affirmative.

Mr Buckingham moved: That Chapter 11, as amended, be adopted.
Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr MacDonald, Mr Primrose
Noes: Dr Phelps

Question resolved in the affirmative.

Chapter 12 read.

Resolved, on the motion of Mr Buckingham: That paragraph 12.23 be amended by omitting the words
‘The Committee believes that on balance, the production of coal seam gas in New South Wales could
contain price increases, as this gas is more likely to be used domestically than coal seam gas produced in
Queensland’ from the end of the paragraph.

Dr Phelps moved: That paragraph 12.24 and Recommendation 20 be deleted.
Question put.

The Committee divided.

Ayes: Dr Phelps, Mr MacDonald,

Noes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr Primrose
Question resolved in the negative.

Resolved, on the motion of Mr Primrose: That Recommendation 20 be amended by inserting the words
‘That should the coal seam gas industry proceed in New South Wales,” at the beginning of the
recommendation.

Mr Buckingham moved: That Recommendation 20 be amended by inserting the words ‘not less than 99
per cent’ after the word ‘proportion’.

Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
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Question resolved in the negative.

Mr Buckingham moved: That Recommendation 20 be amended by inserting the words ‘not less than 50
per cent’ after the word ‘proportion’.

Question put.

The Committee divided.

Ayes: Mr Buckingham

Noes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
Question resolved in the negative.

Mr Buckingham moved: That paragraph 12.25 be deleted.

Question resolved in the negative.

Resolved, on the motion of Mr Donnelly: That paragraph 12.68 be amended by inserting the words “The
Committee notes that fugitive emissions also arise in the coal mining industry’ at the end of the paragraph.

Mr Buckingham moved: That paragraph 12.69 be amended by omitting the words “We believe that the
dispute around the nature and extent of greenhouse gas emissions should not prevent the development of
the coal seam gas industry in New South Wales’.

Question resolved in the negative.

Mr Buckingham moved: That paragraph 12.69 be amended by omitting the words ‘In the Committee’s
view, determining the extent of greenhouse gas emissions is less important than securing this State’s
energy future’ from the end of the paragraph.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr MacDonald, Mr Primrose
Noes: Dr Phelps

Question resolved in the affirmative.

Mr Buckingham moved: That a new recommendation be inserted after paragraph 12.69 to read: “That the
NSW Government include in all conditions of consent a requirement for petroleum production to
minimise fugitive emissions and to comply with an upper limit of 0.1 per cent fugitive emissions.’

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose

Noes: Dr Phelps, Mr Colless, Mr MacDonald

Question resolved in the affirmative.

Resolved, on the motion of Mr MacDonald: That Chapter 12, as amended, be adopted.
Chapter 13 read.

Dr Phelps moved: That paragraph 13.50 be amended by inserting the words ‘It should be noted that
Santos was not responsible for this incident, having merely taken over the company which produced the
spill, and they are to be commended for their forthright disclosure and action’ after the word ‘occurred’.

Question put.
The Committee divided.
Ayes: Mr Brown, Mr Colless, Mr Donnelly, Mr MacDonald, Dr Phelps, Mr Primrose
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Noes: Mr Buckingham
Question resolved in the affirmative.

Dr Phelps moved: That paragraph 13.50 be amended by omitting the words ‘Given this example of the
NSW Government’s failure to adequately police the industry, the Committee must be sceptical of the
claim by the industry that all coal seam gas companies are meeting their licence conditions, particularly
given the large geographic area in which exploration activity is occurring’ after the words ‘community
complaints seriously.’

Question put.

The Committee divided.

Ayes: Mr Colless, Mr MacDonald, Dr Phelps

Noes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose
Question resolved in the negative.

Resolved, on the motion of Mr MacDonald: That paragraph 13.50 be amended by inserting the words
‘The Committee notes that the NSW Government has amended environmental protection legislation to
require immediate notification of any pollution incidents’ after the words ‘activity is occurring’, and that a
footnote be inserted pointing to the relevant legislative amendments.

Dr Phelps moved: That paragraphs 13.84, 13.85, Recommendation 21, paragraphs 13.86, 13.87 and
Recommendation 22 be deleted.

Question put and negatived.

Mr Buckingham moved: That a new recommendation be inserted after paragraph 13.82 to read: “That the
NSW Government establish a position for a Petroleum Ombudsman’, and that the Committee Comment
suggest that the Government consider expanding this position so that it would also cover mining
activities.

Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose

Noes: Mr Colless, Mr MacDonald, Dr Phelps

Question resolved in the affirmative.

Mr MacDonald moved: That Recommendation 23 be deleted.

Question put and negatived.

Resolved, on the motion of Dr Phelps: That paragraph 13.90 be deleted by omitting the words ‘The
Committee shares the view of those Inquiry participants who believe that New South Wales, unlike
Queensland, has a unique opportunity to get things right before allowing the industry to develop further.
Because the coal seam gas industry is in its infancy in New South Wales we can put in place an effective
regulatory regime before allowing the industry to proceed to full-scale production’ and inserting instead
the words ‘The Committee shares the view of those Inquiry participants who believe that New South
Wales has the opportunity to learn from events in Queensland. If the industry is to develop to its full
potential, any regulatory regime put in place must have a scientific basis.”

Dr Phelps moved: That paragraph 13.91 be amended by omitting the words ‘Some of these impacts could
have significant and long-lasting consequences, such as contamination or depletion of water resources.
The Committee believes that it is imperative that no further production approvals are issued until the
deficiencies in the regulatory framework are addressed and a comprehensive, effective and transparent
regime is put in place to regulate the coal seam gas industry in New South Wales’ from the end of the
paragraph and inserting instead the words ‘Much of this uncertainty has been occasioned by the,
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sometimes, accidental and, more often, deliberate dissemination of false information or uncorroborated
opinion by environmental activists, many of whom see this as a political cause celebre. The Committee
believes that, for too long, the State has been held in the thrall of extreme environmentalists, to the
detriment of wealth creation and economic progress. Any further delay to the development of CSG in
New South Wales — even if for further research or regulation — is most unlikely to convince the cadre of
hard-core environmental activists of the merits of CSG operations. That is not to say that the NSW
Government should not undertake research, regulation and information campaigns. However, any further
delay in approval for CSG production in NSW is not justified on the basis of the evidence presented to
this Committee’; and that Recommendation 24 be deleted.

Question put.

The Committee divided.

Ayes: Dr Phelps, Mr MacDonald

Noes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr Primrose
Question resolved in the negative.

Mr Donnelly moved: That Recommendation 24 be amended by inserting the words ‘exploration or’ after
the word ‘further’.

Question put.

The Committee divided.

Ayes: Mr Donnelly, Mr Primrose, Mr Buckingham

Noes: Mr Brown, Mr Colless, Dr Phelps, Mr MacDonald

Question resolved in the negative.

Mt MacDonald moved: That Recommendation 24 be deleted.
Question put.

The Committee divided.

Ayes: Mr Colles, Dr Phelps, Mr MacDonald

Noes: Mr Brown, Mr Buckingham, Mr Donnelly, Mr Primrose
Question resolved in the negative.

Mr Buckingham moved: That Chapter 13, as amended, be adopted.
Question put.

The Committee divided.

Ayes: Mr Brown, Mr Buckingham, Mr Colless, Mr Donnelly, Mr MacDonald, Mr Primrose
Noes: Dr Phelps

Question resolved in the affirmative.

Resolved, on the motion of Mr Buckingham: That the draft report, as amended, be the report of the
Committee.

Resolved, on the motion of Mr Colless: That the Committee present the report to the House, together
with transcripts of evidence, submissions, tabled documents, answers to questions on notice, minutes of
proceedings and correspondence relating to the inquiry, except for in camera evidence and documents
kept confidential by resolution of the Committee.

The Chair advised the Committee of his intention to table the report on Tuesday 1 May 2012.
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Resolved, on the motion of Mr Buckingham: That any dissenting reports be provided to the Secretariat 24
hours after the draft minutes are circulated to members, and that members be advised by email of the
deadline for submitting dissenting reports.

Resolved, on the motion of Mr MacDonald: The the Secretariat circulate the Summary of Key Issues to
the Committee for comment.

Resolved, on the motion of Mr Primrose: That the Committee thank the Secretariat for its work and

efforts in this inquiry.

Adjournment
The Committee adjourned at 5.52pm sine die.

Madeleine Foley
Clerk to the Committee

Report - May 2012 323



LEGISLATIVE COUNCIL

Inquiry into coal seam gas

Appendix 8 Dissenting statements

Mr Greg Donnelly and Mr Peter Primrose, Australian Labor Party

The inquiry process provided a platform to help Members of Parliament, local communities, interest
groups and industry better understand the issues that would be associated with any future coal seam gas
industry in New South Wales. As Chair, the Hon. Robert Brown MLC conducted a fair and balanced
inquiry, and this is reflected in the recommendations of the final Report.

The policy position of NSW Labor is that there be a ban on CSG exploration and production until the
science that should underpin this industry is better understood. While we support the majority of the
Report's recommendations, we believe it would have been more balanced if we had been successful in
having the following amendments incorporated:

1. After paragraph 4.105, new recommendation:

"That the NSW Government issue no further exploration or production licences for any region
in New South Wales until the Commonwealth Government's Independent Expert Scientific
Committee makes publicly available a water assessment that contains a finding to the effect
that the extraction of coal seam gas in the region is not likely to have a significant impact on
the water resources in the region."

2. After paragraph 10.56 and Recommendation 24, new recommendation:

"That the NSW Government should acknowledge that there are some areas where coal seam
gas extraction should not occur. This may include areas of high environmental significance,
areas of visual significance for tourism or high value primary production areas, for example
areas like the vineyards around Pokolbin."

3. After paragraph 13.91, in respect of Recommendation 35:

Add additional wotds so it would read: "That the NSW Government issue no exploration or
production licences until a comprehensive framework for the regulation of the coal seam gas
industry is implemented."

In relation to proposed amendment 1, the NSW Labor Opposition believes that the NSW Government
should embrace the initiative provided by the Federal Government's Independent Expert Scientific
Committee. Implementing this process would provide genuine scientifically based information to
community and stakeholders specifically in respect to water aquifer and catchment resources.

In respect of amendment 2, the NSW Labor Opposition believes that there are some areas of the state
that are of such significance that they should immediately be ruled out from CSG exploration and
production, even if the industry does eventually develop in other locations in New South Wales.

Finally, amendment 3 highlights our view that both exploration and production licenses should not be
granted until the NSW Government has completed its regulatory framework. The recommendation as
it currently stands only rules out production licences. Exploratory wells may also damage catchments
and aquifers. As it stands, Recommendation 24 only permits a comprehensive framework at the
production stage, and in some circumstances this may be too late.
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Dr Peter Phelps, Liberal Party

Governments should not infringe upon an individual's rights without a good reason. One fundamental
right is the right to own property and to do with it what you will, provided you do not inconvenience
others.

What does the current report do?

The current report increases the regulatory burden; increases the bureaucracy; places undue restrictions
on the operations of companies; makes no attempt to enshrine genuine property rights; indulges rent-
seeking behaviour; increases taxes; and engages in expropriation to placate an archaic economic
nationalism.

What should this report have been about?
There are only a handful of issues with which the Committee should have concerned itself:

e Are the rights of existing landholders protected?
e Are the rights of the CSG companies protected?
e If there are conflicts between those rights, how should they be resolved?

e Are there any economic 'bads' that are not appropriately catered for?

Abre the rights of existing landholders protected?

No; and this report offers them little comfort. State control of all sub-surface wealth means, in NSW,
that landholders are at the whim of the Executive. The argument runs thus: landholders have done
nothing to produce this wealth (ore, coal, petroleum, etc.) so they have no claim over any windfall that
might be discovered. I am not unsympathetic to this view, but what landholders surely have a right to
is the use of their surface land as they see fit.

The current legislative environment barely recognises this. Instead, landholders are compelled to accept
access agreements, and if agreement cannot be reached on access payments, then that is just too bad —
it is off to arbitration and/or the Land and Environment Court.

There would be no problem if all the work was subsurface. A traditional underground mine or lateral
gas drilling has no effect on surface land use. However, CSG operations require drill-sites and roads.
This interferes with the original use of that land, and the laws of the State grant drillers that access — in
the process overriding existing property rights.

Disturbingly, there was also consistent support for interference in the property rights of landholders
from those opposed to CSG operations. Environmental activists and anti-CSG neighbours sought to
prohibit landholders from leasing portions of their land to CSG companies. In effect, they wanted a
Socialistic veto power over landowners being able to use their assets to receive income.

Abre the rights of the CSG companies protected?

No. This reportt, if adopted would require them to undertake further 'community consultations' — i.e.
talkfests for partisan activists — and would place a greater regulatory burden on them at all stages of
their operations.

They would be hit with an unexpected increase in taxation, having made their investment decisions
based on the existing, legislated 'royalties holiday' of five years from the start of production. Talk about
bait-and-switch!
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They would have to pay for any legal advice sought by landholders on access agreements. Additionally,
they would have to pay for all costs associated with any arbitration action that landholders take against
them following a failure to negotiate such an agreement. The unintended consequences would make it
a lawyers' feast.*

To add insult to injury, after all this additional red-tape, and taxation, and needless delay has been
placed on them, it is proposed that a certain proportion of the CSG produced be 'teserved' for
domestic use in NSW. This is a disgrace — it is either an unnecessary regulatory burden (if the NSW
CSG price is at world parity) or it is a de facto expropriation (if the NSW CSG price is lower than
overseas CSG prices). The proposal uses the tools of Socialism to enact an economic Nativism.

If there is a conflict between those rights, how should it be resolved?
Allow landholders a veto power over exploration and production on their property, but no power over
subsurface operations, or operations on neighbouring properties. That is the classic liberal solution.

Are there any economic 'bads' that are not appropriately catered for?

Externalities, or 'bads', are not moral issues, they are economic issues. All companies are required to
find ways of dealing with 'bads' generated in the course of production, and the CSG industry is no
different. It is not the job of government to interfere in that process, provided that the outcomes do
not cause harm to others. In any case, most of the claims of harm laid against the CSG industry are
either without foundation, or non-systemic human mistakes which can be easily remediated.

Any claims for a loss occasioned by expected or unexpected 'bads' can be dealt with via arbitration or
litigation.

With respect to unforeseen events, other companies insure for damages claims, so there is no reason
why CSG companies could not do likewise. In fact, having the market oversee potentially bad business
practices would undoubtedly lead to better outcomes, because the cost of the premiums would be
predicated on the effectiveness of the CSG company's risk management. That would certainly be better
than any arbitrary figure propounded by the Government for the so-called 'long-term security deposits'.

Conclusion
There is no rational reason to delay CSG operations in NSW and when environmental activists trundle
out the ‘precautionary principle’ it is often just an insincere tool to obfuscate and disrupt.

The lamentable tone of much of the evidence taken by the Committee can be summed up thus: ‘we
want a moratorium on CSG to make sure that it is safe; but even if it were proven to be safe, we still do
not want CSG operations’.

* Farmer A gets a draft access agreement, goes to Lawyer B. CSG Company C pays the bill. Lawyer B,
knowing he will get paid by Company C for any arbitration claim says: "Reject their offer, you can do
better in arbitration". Provided the arbitration claim is not so huge as to give the appearance of being
totally vexatious, Lawyer B gets paid again. In fact, Company C always loses; Farmer A might win or lose;
but Lawyer C always wins.
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Mr Scot MacDonald, Liberal Party

1. The Report contains a number of references implying there had been insufficient consideration
given to potential cumulative impacts by the State and this was the justification for additional
Commonwealth regulation. In fact cumulative impacts are required to be considered in the
Review of Environmental Factors (required under State planning). Where an EIS is required,
the Statement would be considered incomplete without a report on cumulative impacts. This
lends weight to the need for "One Stop Shops' for environmental studies required in resource
applications.

2. Proposed New Recommendation. I did not support a Moratorium for either Exploration or
Production. The Committee received no evidence of unmanageable risk arising from Coal Seam
Gas. We were alerted to errors and relatively minor incidents at the surface. None of these
constitute a rationale for delaying the industry.

3. Recommendations 19 and 21. I supported the majority view that resource companies should be
expected to pay for reasonable legal costs. However I expressed concern if Industry was
expected to pay for Arbitration that there would be no price signal and the planning process
may be distorted by vexatious appeals. The Draft Code of Practice for CSG recommends a
landholdet's reasonable legal costs at the exploration stage are met by industry. At the very
least, the knowledge that a resource company has to pay any additional legal costs for
arbitration removes the incentive to achieve the optimal access agreement in the first instance.

4. I felt there may have been insufficient emphasis in the Report for the need to ensure access
agreements reflect the necessity the CSG programme does not interfere with current farming
operations. This is a key issue for co-existence between the CSG industry and agriculture.

5. Recommendation 22. I agreed with the recommended benchmark of $5000 for compensation.
Nevertheless I believe it is inappropriate and unworkable for the NSW Government to require
a minimum compensation or expect industry to broadcast data that is commercial in
confidence, dated or meaningless. There doesn't appear to be a strong desire or need for these
suggestions. One of the causes of inefficient markets (in this case fair compensation), is
inadequate information. I don't believe this is now the case, with experienced legal and financial
advisors working in this field.

6. There are comments that the resource industry imperils the country's capacity to feed itself or
meet food security challenges. It should be noted there is no data to substantiate any of those
claims. Furthermore the current data from sources such as ABARE is showing our food
production is rising at a time of unprecedented resource extraction.

7. Recommendation 28. I disagreed with "Royalties for the Regions". I believe the NSW Liberal
National Government currently has an appropriate strategy for ensuring all regional
communities receive their fair share of capital works and services. These programmes and
policies include — Restart NSW where 30% of such infrastructure projects are to be in regional
NSW and the creation of 40,000 new jobs in regional NSW through providing a payroll tax

rebate.

8. I felt the Report should have had greater recognition of the emerging energy challenge of
"Peakiness". This arises from the incapacity of renewable generators to perform when there is
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10.

peak demand (morning and evenings) and the take —up of reverse cycle air conditioners in
NSW households. Managing 'peakiness' requires greater gas electricity generation capacity.

Recommendation 29. I do not support a domestic gas reservation policy. Currently WA
mandates 15% of natural gas is available for their domestic industries. My view is that this
policy has the potential to distort investment decisions. The development of the industry
requires considerable capital that is currently scarce and expensive. There are media reports the
WA position is not sustainable. The argument that we may be penalised by paying export parity
is outweighed by the need to ensure the energy source is developed. As the Report notes, there
may be other means to encourage domestic access to CSG.

Recommendation 31. I did not support the creation of a CSG Ombudsman. Communication is
improving between the industry and the community. There are more avenues to seek
information and there is no evidence of an need for a body to handle grievances. The industry
is still largely in the exploration stage and does not warrant another layer of bureaucracy.

The Inquiry and Report was an important contribution to understanding the emerging Coal Seam
Gas Industry in NSW. It was an opportunity to take evidence on the technical aspects of gas
extraction and hear community concerns about potential impacts. The Liberal National
Government has undertaken a complex process to improve planning controls where very few
existed before. This will be an ongoing, evolving policy.

Ultimately the NSW Government is charged with a range of goals — economic growth, energy
security, food security, the provision of public sector services, efficient utilisation of its assets and
optimal, equitable treatment of its citizens.

It is difficult to reach any other conclusion than that the Coal Seam Gas industry should be
developed as quickly as possible. This will require accommodation and compromise from many
stakeholders and Government has a role in facilitating this. The economic reasons are compelling.
The environmental questions about the industry are reasonable and have to be addressed. In spite
of decades of safe, clean gas operations in this country, the industry allowed itself to be portrayed as
being a threat to our natural resources. This occurred because of a lack of communication; a
number of pollution incidents and the strategy of environmental and political activists to use CSG
as their bogeyman of choice without regard to evidence. The CSG industry has to operate at best
practice and earn the trust of the community. The finalisation of the NSW Government's Gas
Industry Development Plan is important. This Inquiry has confirmed the Gas Plan is critical to
ensure the State has energy security, heating supplies and the best prospects to ensure a competitive
economy.
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Mr Jeremy Buckingham, The Greens

The community welcomed this coal seam gas inquiry. It has been seen as their chance to finally have a
say about this industry and whether or not it should proceed in NSW.

If the coal seam gas industry is allowed to proceed it will mean the industrialisation of much of regional
NSW and a change to the lifestyles and livelihoods of many communities. Those areas with existing
agricultural and tourism industries will be particularly impacted. It will also mean that the necessary
transition to renewable energy for domestic electricity generation will be delayed.

A fundamental political and practical question remains unanswered by this inquiry. Regardless of
whether or not we can develop a coal seam gas industry in NSW, should we, and at what point are the
risks of saying yes simply too great? There is a choice available to the NSW Government between
continuing our dependence on electricity from fossil fuels versus a shift towards renewable energy.
There is another choice between a dependence on revenue from mining versus supporting the
expansion of our non-mining economy.

The public interest in this inquiry with over 900 submissions shows the community wants to be actively
involved in this most fundamental decision. Instead of the decision being made by industry through
proponent driven development, they want government, in consultation with the broader community, to
make these long-term strategic decisions for NSW’s energy security or the protection of our agricultural
land and environmental assets.

The inquiry did have scope to look at these issues under its terms of reference but they have not been
effectively addressed in this report. Partly this is because the detailed work has not been done when it
comes to the cumulative and long-term impacts of this industry.

As a way to address this critical gap in knowledge I moved for the inclusion of a recommendation that
the NSW Government commission an independent and comprehensive socioeconomic cost benefit
analysis of a possible coal seam gas industry in NSW. All other members of the committee voted
against this recommendation. It seems these harder more fundamental questions are being avoided by
the major parties.

It is surprising that the coalition in particular would not want the chance to paint a full picture of the
opportunities of a coal seam gas industry through a full cost benefit analysis unless of course we already
know enough to recognise that those costs are likely to be too great.

The impact on domestic gas prices is a case in point here. The inquiry heard clear evidence that this
industry is not about domestic supply but rather it is a new export industry with pipeline and port
infrastructure being developed at a rapid rate. This shift to export on the east coast will result in higher
domestic gas prices for NSW consumers. This issue has not been effectively addressed in the
recommendations.

Recently we saw an acknowledgment in an Environmental Impact Assessment for the China First Coal
Mine in Queensland that was honest about some of the consequences of the mining boom including
net job losses, more than a billion dollars of manufacturing activity lost, a rise in inflation and negative
impacts on local small businesses.
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From the evidence I heard in the inquiry there remains significant uncertainty about economic impacts,
employment consequences, social challenges and property prices from a coal seam gas industry. There
is significant risk of unexpected consequences on regional economies and a negative impact of
manufacturing, agriculture and tourism.

Unfortunately, the most important recommendation for a moratorium on this industry has not been
made.

While there is a defacto moratorium by a recommendation that no further production licences be
issued before the Government puts in place a comprehensive framework of regulation, the case for a
full moratotrium was clear and has not been addressed.

There remains significant uncertainty about ground water impacts and fugitive emissions in particular
and while a range of recommendations ask for more work to be done, these have not been prescriptive
and a moratorium while that work is done is sensible.

The report reads, “We believe that the dispute around the nature and extent of greenhouse gas
emissions should not prevent the development of the coal seam gas industry in New South Wales”. 1
fundamentally disagree with this statement.

This industry has labeled itself a low emission transition fuel and Governments have repeated this
claim. This industry put itself at the heart of the climate debate and now it is shying away from the
growing evidence that it is anything but clean or low emission.

The scientific facts about unconventional gas fugitive emissions need to be more thoroughly
investigated and should be a significant factor in determining the future of this industry. Until the
scientific facts through independent and not industry sponsored research is clear, a moratorium is the
only sensible strategy.

That moratorium should also extend to exploration. One of the most commonly heard arguments
during this inquiry was, “it makes no sense to explore if you are not going to allow production”. This is
clearly a logical argument.

The committee heard evidence of the potential impact of exploration activities. This includes both
environmental and land use impacts but also the psychological stress from the uncertainty created by
having an exploration licence hanging over the heads of property owners. Loss of land values in these
circumstances is also very real.

It is therefore disappointing that the issue of bringing regulatory hurdles forward to before the issuing
of exploration licences has not been effectively addressed in the recommendations. Amendments to
recommendations to try to achieve this goal were blocked in the committee and I feel ignores the very
real concern in the community at the exploration stage.

The report does recommend important steps forward. However as it is written it suggests this industry
is both possible and necessary and I disagree that a case has been made to justify that position.
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