TAB A
QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Question on Notice #1: Transcript

QUESTION

The Hon. Dr PETER PHELPS: The Committee has been travelling around the State
seeking baseline data about issues concerning alluvial water supplies. How far back would
that data go with a degree of reliability?

Mr O’NEILL: | do not know that figure off the top of my head. | will have to take that
guestion on notice.

ANSWER

The NSW Government started investigating the alluvial groundwater resources of the
State in the 1950s. A drilling program operated intermittently up until the late 1990s, which
covered all of the alluvial groundwater sources associated with our major river systems.

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.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Question on Notice #2: Transcript

QUESTION

CHAIR: By way of clarification, does your department have a list or a map that shows the
locations of all your monitoring bores in New South Wales?

Mr O’NEILL: | have not laid eyes on it personally. | certainly see geographic information
system (GIS) layers of water supply bores. | am not sure if we have a GIS layer of water
monitoring bores. | can take that question on notice but | would expect that we would have.

CHAIR: Will you take that on notice and if such a document is available will you make it
available to the Committee?

Mr O’NEILL: Of course.

ANSWER

The NSW Office of Water maintains a corporate database of bores within NSW. A map
compiled from the database and showing the location of NSW Office of Water monitoring
bores, as well as privately owned Great Artesian bores monitored by the Office of Water, is

attached.
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TABB
QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary queétion 1

QUESTION

Could you outline the Government resources available to monitor the safety of
coal seam gas developments, for example through a regular program of audits of
coal seam gas wells and other exploratory and production infrastructure?

ANSWER

- As part of the Government's Strategic Regional Land Use Policy the Government
 made a commitment to audit all coal and coal seam gas exploration licences, to
review their current status and ensure that holders are adhering to conditions
obtained in their licences. The results of the audit are being compiled, analysed
and a report will be provided to Government on the results, together with
recommendations for improvements.

The NSW Government has the power to direct companies to undertake
independent audits by approved auditors to ensure environmental and safety
compliance of coal seam gas activities.

Additionaily, the Division of Resources and Energy's Mine Safety Officers
regularly monitor safety compliance through reviews of daily driller's reports and
regular inspections of coal seam gas wells and other exploratory and production
infrastructure.

Inspections may be undertaken at any stage during the life of an operation and
the criteria assessed may vary according to the activity. For example:

1. Before the borehole reaches the target seam, Mine Safety Officers
verify that safety equipment is properly installed at the top of the well to
control any pressure and flow of coal seam gas;

2. ‘While a company is undertaking a remedial operation on a completed
well (also known as a workover), Mine Safety Officers verify that the
workover rig and surface safety equipment meet appropriate safety
standards; and,

3. When the well is plugged and abandoned, Mine Safety Officers verify
that prescribed requirements and objectives of the reclamation
program have been met.

In addition, a number of activities relating to work outside the immediate gas well,
exploratory and production infrastructure, such as the gathering pipelines and
gas processing facilities fall under the jurisdiction of the NSW WorkCover

Authority.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 2

QUESTION

What arrangements are in place to ensure that the Government takes a
coordinated approach to the development and regulation of coal seam gas in
NSW, for example coordination between government agencies and ministers?

ANSWER

The NSW Government has committed to the implementation of a Strategic
Regional Land Use Policy. The Policy aims to strike the right balance between
the State’s important agricultural, mining and energy sectors, while ensuring the
protection of high value and strategic natural resources.

As part of the implementation of this Policy, significant changes to the approval
process for coal seam gas (CSG) exploration have been introduced. The
changes mean that a coordinated approach is now undertaken in relation to
assessing applications to conduct drilling activities for CSG exploration.

The Department of Trade & Investment, Regional Infrastructure & Services -
Division of Resources & Energy (DRE) is the determining authority for CSG
exploration that is not State Significant Development. The CSG exploration
activity approval process requires the DRE to consult with a number of agencies
including the Office of Environment and Heritage (OEH), the NSW Office of
Water (NOW) and the Department of Planning & Infrastructure (DP&I), and to
consider their recommendations prior to approving any applications for drilling
activities. '

The Coal Seam Gas Working Group was also formed in 2011 to ensure a
coordinated approach to the development and regulation of CSG in NSW. The
Working Group involves DRE, OEH, NOW, DP&I and the Department of Premier

and Cabinet.

One aim of the Working Group is to promote enhanced cooperation across all
relevant departments and agencies in relation to the regulation of CSG drilling
activities. The Working Group is tasked with examining the key issues associated
with the regulation of the industry to ensure that the CSG industry is operating to
the highest safety and environmental standards, while maintaining the protection
of the State’s important natural resources.

in addition, joint agency investigations are undertaken as appropriate in response
to incidents or complaints.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 3

QUESTION

The Committee has become very aware of the divergent scientific views on key
coal seam gas issues, such as the safety of “fraccing”, and the impact of drilling
on aquifers. What role can the Government play in ensuring that there is a firm
scientific basis for future Government regulation of the industry?

ANSWER
The Government is taking positive steps to ensure that there is a firm scientific

basis for its future reguiation of the industry.

For example, the Government has commissioned a technical review of regulatory
standards for well integrity, including addressing health, safety and environment
risks associated with the loss of well integrity. The review of regulatory standards
covers conventional onshore petroleum activities as well as onshore coal seam
gas activities in NSW.

As part of the review, current standards, specifications and other key references
— both from within Australia and internationally - were anaiysed. The project also
includes the development of appropriate standards where they do not yet exist, or
where a minimum standard should be applied.

The Government has also commissioned a consultant to assess existing
standards for “fraccing” and to develop an inferim standard, pending further
regulatory reform (if required). The review is considering Australian material
particularly from Queensland, as well as overseas standards (notably US and
Canada). This review is also identifying risks to be addressed by particular
standards and will recommend a framework for future actions.

Both the Well Integrity Standards and Fraccing Standards are to be reviewed by
NSW Chief Scientist and Engineer, Professor Mary O'Kane, prior to
implementation.

The NSW Government is also working with the Commonwealth and other
jurisdictions to develop a national framework o address concerns around the
possible impacts of fraccing and aquifer contamination.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 4

QUESTION

The Government submission (pp 6-7) provides an overview of the coal seam gas
industry in NSW, with a short description of three projects approved for
production. -

a) Could you provide more information on each of the projects abproved for
production, as well as a detailed description of the other projects submitted for
planning approval? :

b) The overview does not include any information on Exploration Licences.
Could you advise how many Exploration Licences have been issued in NSW,
who they have been issued to, and what areas are they located in?

ANSWER

a) As this matter concerns projects that are approved by the Minister for
- Planning and Infrastructure under the Environmental Planning and
Assessment Act 1979, this question would be best directed to the Department
of Planning and Infrastructure.

b) The attached table lists titles granted since September 1989. There are
currently 47 Petroleum Exploration Licences in NSW.

Petroleum Exploration Licences cover both coal seam gas and conventional
petroleum as there are no specific licences for coal seam gas
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QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 5

QUESTION

The Government submission (p 22) says that ‘in general, exploration activity, which does

- not comprise full development ... requires lower order assessment under Part 5 of the
EP&A Act'. Why does exploration activity require a lower level of environmental
assessment, given that during the Inquiry we have heard from a lot of people who feel that
activities involved with exploration may be as invasive as the production phase?

ANSWER

The level of assessment is commensurate with the scale and extent of the activity being
assessed.

Generally, smaller coal seam gas exploration activities are assessed under Part 5 of the
Environmental Planning and Assessment Act 1979 (EP&A Act) As part of the approvals
process, proponents are required to submit a Review of Environmental Factors (REF) that
addresses all potential impacts of the proposal, including potential |mpacts on the
environment, water resources and the community.

For exploration, the nature of the activities are temporary and tend to be conducted in
areas that have been previously disturbed which result in minimal impacts. If the REF
identifies significant potential impacts from an exploration activity then the company may
be required to undertake an Environment Impact Statement and galn approval under Part

4 of the EP&A Act.

On completion of the activity, the site is usually fully rehabilitated and all impacts
- remediated.

For larger scale exploration activities, if Part 4 of the EP& A Act is not triggered, a more
comprehensive REF may be required that addresses the many more risk factors
associated with the activity.

If the Department determines that the activity is likely to significantly affect the
environment, then an Environmental Impact Statement is required to be submitted. The
preparation of the EIS must follow the process as proscribed by the planning regulation.
The EIS must address all the relevant risks and any concerns arising from community
consultation.

Any future coal seam gas production proposal is subject to approval under Part 4 of the
Environmental Planning and Assessment Act 1979. As part of this process, proponents
are required to prepare and submit a comprehensive environmental assessment that
addresses all potential impacts of the proposal, including potential impacts on water
resources. This thorough planning process also allows for community and agency
consultation prior to approval

It is noted that the coal seam gas exploration licences do not permit coal seam gas
production.



Overall, the Government is continuing to work to ensure all exploration and mining
activities are thoroughly assessed and their environmental impacts are properly regulated
and controlled.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 6

QUESTION

Questions on the current initiatives referred to in the Government submission:

a) The Government submission (p 28) notes that the Government is working with the
NSW Farmers’ Association, NSW Minerals Council and APPEA to develop a standard
access template. Could you provide an update on the progress of the working group,
and when the template will be finalised?

b) The Government submission (p 26) notes that ‘a review of access arrangements’ is
under way and that a Discussion Paper is being prepared. Is this part of the process to
develop a standard access template? If it is a separate process, can you update the
Committee on this review, including when the process will be finalised?

c) The Government submission (p 25) notes that Regional Strategic Plans are being
developed for each region, starting with the Upper Hunter and New England North
West. Could you provide more detail on this process, including when the first plans will
be finalised?

d) The Government submission (p 32) notes that the Government has committed to
review just terms legislation. What triggered the review? Could you provide an update
on the progress of the review, and when it will be completed?

e) In July, Minister Hartcher announced a ban on the use of BTEX chemicals as additives
during coal seam gas drilling, for new exploration licence applications. The
Government submission (p 27) notes that, in relation to BTEX chemicals, ‘a position
paper has been prepared and will be released for public consuitation shortly’. Has the
Paper been released? If not, when will it be finalised?

f) In July, Minister Hartcher announced that the Government is developing a new online
resource to provide details of licence approval and conditions documents. Could you
describe the new resource, and why it has been introduced?

AN SWER

a) A working group involving the NSW Farmers’ Association and the NSW Minerals
Council is currently developing an access agreement template for the Mining Act 1992. .
Both parties are confident of reaching agreement in the near future.

b) No; the review is a separate process. The review is currently underway and further
consultation with relevant stakeholders is expected.

c) As this matter concerns the development of Regional Strategic Plans, which is being
led by the Department of Planning & Infrastructure, this question is best directed to the
Department of Planning and Infrastructure.

d) This question seems to relate to the Land Acquisition (Just Terms Compensation) Act
1991, which would be best directed to the Department of Finance and Services

e) A paper was prepared and circulated to the Strategic Land Use Reference Group.



Following discussions by the Coal Seam Gas Working Group and with industry, all
agreed that there would be greater benefit in moving forward with a ban on BETX
compounds in hydraulic fracturing (fraccing) activities on petroleum title areas in NSW.
The Government considered that the delay by putting the draft position paper out for
public consultation was not warranted.

The ban has been implemented.

Currently, licence documents for coal exploration licences and petroleum exploration
licences, including conditions of each licence, are available through Digital Imaging
Geological Systems (DIGS), and additional licence approvals are available on the
Department’s website.

It is anticipated that future changes'to the current website will make this information
easier to access. '

The Department is also preparing a website which will provide information to the
community, landowners and titieholders about coal seam gas activities in NSW. The
website will have information about coal seam gas environmental management as well
as about how coal seam gas is regulated and what conditions apply to approved

activities.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 7

QUESTION
In relation to a moratorium on the Coal Seam Gas (CSG) Industry:

a)

b)

d)

If a moratorium was imposed on the CSG Industry and a broad scientific assessment
was conducted on the industry in order to determine a future viability, what would be
the impact on the environment and water sources (aquifers and catchments), how long
do you believe such a thorough scientific assessment would take?

Does the NSW State Government have the ability to conduct such an assessment?

Would such a scientific assessment require Federal Government intervention or
partnership to help the State Government and industry complete an assessment?

Does the Department of Trade and ‘Investment, Regional Infrastructure and Sérvices
and/or any other NSW Department, maintain an information sharing arrangement with
CSG companies in NSW, including APPEA?

ANSWER

a)

b)

A blanket moratorium is not considered to be appropriate and would have a significant
impact on the economic viability of the industry. In addition, the data required to
undertake such studies does not exist.

Information to assess the impacts of CSG developments is acquired as part of CSG
exploration activities. This is the information which is used to assess the deep geology
and the interaction between the coal seams and overlying aquifers, quality of water,
likely quantities of water to be produced and the type of CSG development and
whether CSG resources even exist in any particular location. Any development now
requires this information not only to assess the impact of the development on the
region but also to take into account cumulative impacts across the region.

The environmental assessment process in place under current legislation is
comprehensive. As part of the approvals process under the Environmental Planning
and Assessment Act 1979, proponents are required to submit an environmental
assessment that addresses all potential impacts of the proposal, including potential
impacts on the environment, water resources and the community. All potential impacts
of the proposal are taken into account prior to approving any proposal. Unacceptable
impacts will not be approved.

The Government, in collaboration with the appropriate expert advisers, has the ability
to assess company generated information as to the viability and safety of any
application for a licence to explore for or produce coal seam gas. However, it would be
counter-productive to tie up all specialist personnel in a “broad” assessment that would
be unlikely to produce any useful outcomes.

The NSW Government communicates and collaborates with Commonwealth
departments and other jurisdictions and agencies on an ongoing basis in relation to the
monitoring and regulation of the coal seam gas industry.



d) Yes. Companies are required to report details regarding their exploration activities and
production activities as well as incidents that may occur. In addition, the Department
consults with stakeholders, including companies and APPEA, on an ongoing basis to
inform regulatory and policy changes aimed at improving the overall management of
the industry.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 8

QUESTION

The “precautionary principle” as understood in the community means that, if an action or
policy has a suspected risk of causing harm to the public or to the environment, in the
absence of scientific consensus that the action or.policy is harmful, the burden of proof
that it is not harmful falls on those taking the action. Does the Department believe that the
precautionary principle should be applied to the development of the coal seam gas
industry in NSW?

ANSWER

Many definitions of the precautionary principle exist. The current project approval process
in NSW requires project proponents to implement the precautionary principle through
scientific studies and a comprehensive risk assessment of all the potential impacts of any
project development.

The onus is on the proponent to demonstrate to government and the community that the
project will not have an adverse impact on the environment. It should be noted that the
precautionary principle should not be used as a basis for avoiding all risk.

Consideration also needs be given to the potential risks of not proceeding with projects
particularly in terms of the benefits economic development and reducing greenhouse

emissions.



QUESTION ON NOTICE: INQUIRY INTO COAL SEAM GAS

Supplementary question 9

QUESTION

Does the Department believe that coal seam gas mining warrants its oWn specific
legislative and regulatory framework?

ANSWER

No. Coal seam gas exploration and production is appropriately regulated by the Pefroleum
(Onshore) Act 1991 and associated regulations, as well as the Environmental Planning
and Assessment Act 1979 for activity assessment and project approval. The technologies
employed and risks (including fraccing, well integrity, drilling and production) are virtually
identical to conventional petroleum exploration and production.

If it is considered that the regulations are inadequate for CSG then it would follow that they
would be inadequate for conventional petroleum.

It is noted that that Mining Act 1992 has recently been amended to ensure that the
regulation of mining is consistent with contemporary environmental standards and
community expectations. '

A review of the Petroleum (Onshore) Act 1991 is also to be undertaken to meet these
aims. The review will also encompass the recent experience gained by Queensland and
other states in relation to the regulation of coal seam gas.

The Government continues to promote continuous improvement in regulatory reform and
the Petroleum (Onshore) Act 19917 is one such instrument to be reviewed as part of this

process.



