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DRAFT OFFSHORE PETROLEUM AMENDMENT (GREENHOUSE GAS STORAGE) BILL 2008

Thark you for providing Woodside the opportunity fo comment on the draft Ofishore Petroleum
Amendment {Greenhouse Gas Storage) Bill 2008, which we note has since been introduced 1o
Padiament (BHL.

Avout Woodside

Woodside is one of Australia’s top ten companies by market capitalisation, and the nation’s largest
publicly-traded oit and gas exploration and production company.

Based in Perth, Western Australia, Woodside has major operational assets and exploration and
development interests in five continents including Australia and the United States.

in B0 years we have grown from a plonesr off and gas explorer 1o Australie’s largest independent
praducer of oit and gas and one of the world's largest producers of LNG.

Woodside opetates Australia’s largest resources’ project, the North West Shelf Venture in Western
Australia, which produces about 40 per cent of Australia’s ofl and gas,

in 2010, Woodside will complete construction of its $12 billion Plule LNG Project near Karragthd ~ the
mrgest single investment by an Australian resources company. The proposed Sunrise LNG
Development s expected 10 be ready for starbup as early as 2018, while the Browse LNG
Development in northern Western Australia will potentially establish Australia’s third LNG hub by 2015,

Woodside's goal is to be a giobal leader in LNG production by 2015, when global demand for LNG is
axpected to excesd supnly.

With & proved plus probable reserves to production ralio of 25 years at 2007 production rates,
Woodside s poised 1o help meel growing global demand for clean energy.



Woudside's ntorest'in the Bill

Woodside has a particular interest Iy the greenhouse gas storage mechanising proposed by the Bill.
Asa petroleurn operalor with extenaive axploration and production interesy n Commenwesily walers,
Woodside wishes to minimise the risk of greenhousse gas storage activitiss having 4n adverss impagt
orrihose erasts,

Woodside may also wish {o pursue the opportunity preserded by the Bill o undediake gresnhouse gas
storage activities a8 a part of its strategy toreduce its gresitouse gas emissiong profile,

Cur Submission
W summary;, Woodside suppons:
s the introduction of legislation o support greebhouse gas slorage activities;

* Ihatregime being inciuded in the Offshore Petroleum Act given the synergies between the tille
systemns and the need o manage the potential for contlict belween petroleum activities and
greenhouse gas storage activitles; and

& the atoption of the proposed legisiative modsl by Siates and Terriories 1o brsure & naliohally
consistent framewaork in both offshore and gnshore areas and to minimise regulatory burden.

However, Woodside has strong reservations about the impact this Bill has on its abllity 1o develop
some of the largest resource prolects in Australia, As an example, ihe proposed Browse LNG
Development (for which Key Terms Agreements 1o the vaiue of AS70-90 billion of sales ravenus have
been signed) will be restricled by this Bill in its abllity and flexibiiity to dispose of CQO,that is produced
with the reservoir gas. In Woodside's view, the gbiective of this Bill should be 1o provige cost-effective
O, storage solutions without impeding the development of national hydrotaibon resoutces, It should
Aot constrain the ability of & project to dispose of CO, that arises from an inlegrated, multiple field
development, as would bethe oulcome of the current draft legislation which prohibits disposal withina
petrcloum production idente 1o COy derived rom oulsite the'liseiite drea.

The Bill introduces hurdles for accessing sultable low-cost disposal sites by making thess subject to &
new regime of GHG Wes. Padicularly recognising that geoseguestiation of COsfrom fide gas i
unilikely to be commercially vigble In the coming 10 years, the abllity of large gas devslopment 1o
dispose of reservolr CO; should not be compromised. Gepsegusesitration projects Stich as that
consldered by Woodside should be recognised as fulfiling a crucial role in geveloping Australia’s LNG
potential while al the same time achieving the objective of large-scale OO, disposal in Australia.

Woodside is also concerned about the Himited consultation onthe Bill In the abgerice of associasd
regutations-and guidelines, The Bill raises significant lssuss In relation 1 the sovergignty of existing
patroleum operations as against the relative uncertainty posed by the entry of @ new activity and
supporing industty Hor greenhouse gas storage) into the same areas. Glven the significances of these
msues, we recommend that the Bill be considersd a5 & legisiagtive regime In tg entirety,

Our submission in refation o the Bill Is attached and 18 In two parts. Part A is a summary of our main
points under the Committee’s Terms of Relerance, Part B provides & more detailed submission In
retation to-each of those key points and some further commient on detalls of the Bill,




Plaase call Helnoud Blok on (08) 83486896 If yourequire Turther detalls relating tooursubmission.

Yours sincerely

Execulive Vice Prasident Corporate Centre and General Counsel
Altsahed

Pt Sumrmmry of Woodside Brergy Lid's submiission to'the Daft Ofishore Petrdleum ireanhouse Ges Siomyy) Bilsbos
wriler House Standing Commities on Primey lodinties sod Resources’ Tormns of Refarents
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A)

B}

under | m% %?imm;%%@ @ msm@ on Prin
Industries and Resources’ Terms of ‘ﬁ%@?@%%

Establishes legal certainty for decess and property rights for the
injection and long-term storage of greenhouse gases (GHGs) in offshore
Commonwealth waters

Woodside raises a number of issues in its detailed submission in relation to the gresnhouse
gas activilies under petroleum fitles, In particlar, the Bill does not clearly deliver on its diied
intention that g pelroleum oparator can continug 16 do whatever is nEEessay 16 racover
petroleun from a production licence area, Including the ability to:

¢ explorefor a CO; storage formation under a petroleum authorisation: or

« inject COs into & storage Tormation Ina PLassoclated with an integrated petroleum
prowect

Provides a regulatory regime which will enable management of GHG
injection and sltorage activities in a manner which responds to
community and industry concerns.

The Bill raisss soversignty issues for existing and fulure petrolsum operations aris] nghomibe
antry of anew agt ity {greenhouse gas storage) and supporting industry into the same aress,
the neturg obwhich s uncertai,

Woodside Is concemed about the limited consultation on the Bill - particularly Given muich of
the support for the proposed legislation is 1o be provided by way of (as yet) unpublished
regulations and guidelings,

Woodside doss support a timely introduction of this legisiation provided:

+ therels a proper level of iIndustry consultation oh these issues, and in particular how
cerlain ests” nomingied by the Bill may be applied, before the proposed first release
ol acreaye at the end of 2008; and

« that the legislation is sufficiently flexible 1o provide for the injection ot GO into a
storage formation in @ PL associated with an iitegrated pelrolsum project, even if that
CO, may have eriginated from a different formation that is being déeveloped as part of
an integrated prolect,



<)

D)

E)

Provides a predictable and transparéent system to manage the interaction
between GHG injection and storage operators with pre-existing and co-
existing rights, including, but not limited to, those of petroleum and
fishing operators, should these come intoconflict.

Waoodside Is concerned that the Minister may ercummber g ‘post-commencement’ exploration
permibatier 1 8 ssued by way of “deglargtion’. Wootlslds mises anumber gl corigems In s
detaied submission inthat regard:

In pardeuiar, there is potential for unforseen delays in obtaining secondary aporovals unde?
auploration pemits 88 a result ol a laler declatation process, This has the pulential o reduce
certainty for investment in petwlaum exploration activitiss,

Promotes certainty for investment in injection and storage activities; and

Further the reasons set out under Aj above, there is a potential Jack of certainty for investment
in mpection and storage activities under petrcleum tilles, Woodside suggests some alternative
fsasures lo addresy that uncetlainty n 1t deiisd submission altashad.

Establishes a legisiative framework that provides a model that could be
adopted on a national basis.

Woodside would support the proposed Commiohwesith legislative framework being adopted
on @ nalional basis, A nationally consistent framework would assist in minimising regulatory
wurden for Woodside, which has its operations across multiple jurisdictions.



Part B

1 CU, disposal under & Production Licence (PL)

The Bl [1em 124 p54/55) states that:

It is intended that hoiders of pelroleum production licences will continue to have the ability that
they currently have (subject to oblaininy normal regulatory approvals) o do whatever is necessary
in‘the Jicence ares for the purpose of recovering petroletm in the licence area, including:

{a) Injecting methane and/or COyin the licence aresd for gas recyciing or enhanced petrolsum
rBeovery, and

() (subject to approval) infecting for disposal inrthe licence arsa methane or COy stripped from
the patroleum strearm hdtis reeoversd in Ihe lloehte area

+  Dealing with CO, from different fields within an ‘integrated project’

Integrated petroleum developments such asthe proposed Browse LNG Development of the
Brecknock/Calliance/Torosa fields in the Browse basin Is currently held under various Exploration
Permits (EPpand Retention Leases (BL). This project is expected 1o be developed as asingle
integrated petrcleurs project bul the gas will be derived from various Pls.

Although the Bill allows for CO; disposal under a PL if the CO, originates from within the PL, it does
not allow for CO; from one PL 1o be stored in another PLeven though there s likely to beonly &
single disposal location for the integrated project.

Woodside submits that this could be addressed in the Billby elther;

& allowing for the disposal of COs thatls recoverad from an ‘integrated petroleurn project ares’
{and not necessarily Into the PL from which it was derived), That area could be defined as that
which includes the relevant proect PLs and assodiated processing facilities. This would allow
reservoir GO, disposal from different PLs within the project but also CO» from the project
combustion gases fo be stored within the projectarea; or

B, removing the proposed restiictionon the origin ol the COL stiripped fron the petroleum stream
beaing injected Inlo a PL.

This would also address a situation where an operator of an integrated gas production and processing
project processes third party gas with a high ©O;, content. This operator shiould be able to dispose of
nis COy within s own PL area without having to participale in e compstitive bid for an Injection
Lisence over its own PL area. Allowing other parties 1o bid for such an Injection Licence would only
lead 10 unnecessary costs and delays. We therefore suggest that clause 249CR (¢} be removed from
ihe BiL



¢ Mechanism for exploration for GHG disposal formation within petrcleurn titles - Clause
@ra8a0

The Bill does not make clear whether & holder of & PL can explore for a sultable GHG disposal
formation withirythe PL (for disposal of CO, that was producsad from within that PL) withbut violating
clause 249AC (Prohibition of unauthtrised expioration for 4 gregnhouse gas storage formation).

should be clear that 2 broduction licenses must be ablé 16 &;{;:s;msz ora OO disposatintdlion n
Grder o urderiake theinjettion activilies specified in Halics above Hthal s notthetass LIE unslesr
what process must be followed by a production licenses (o explore for a disposal lotation.

In practice, exploration of appraisal fora CO.disposal location must oeour belors the goplication for
the PL s lodged: Only then can the disposal oplion be included iny the Fisid Devélopment Plan
{assuming that is the relevant authorisation 1 undertake injection activities under a PLY. Hengs, ths
axpioration or appraisal for a CO, disposal formation must ocourunder the title preceding the PL
(eithver an EP oran RL

Woodside suggests that the Bill provides for exploration or appraisal of GO, disposal formations under
an ERIRLPL

& Potential for storage formation 1o be oulside pelrnleum titles
if the identified storage formation for disposal of CO, undera PL is slightly outsids the EP/RL/PL
boundary (for example a down-dip injection schéms), Woodside suggests that the Bill should aliow for
e
a. extension the PL boundaries to include the disposal area: or
b, petoleurn lcenses to apply for an njection licence over the exiended disposal area on a
norEoopetitive bagls,
« Rights conferred by production licence - Clause 137(8)

Despite that glatement ragarding existing pelroleum righis, the Bill does not appear 1o provide that
sértainy,

Currently, a (petroleum) production licence (PL) authorises the licenses 6 *(d) carry on ;«@mﬁ
opgrations, ant execute such works, in the licence 8rés 45 are necessary for those purpose”. In
practice, this has Included the authority to ¢ ispose of gas via rednjection ite {he production licence:
areq, and 10 Inject gos as ameans ol enhidnced ofl recovery (EOR) or enhanced gas recovery (BEGH).

The Bill could be interpretad to prohibil such activil ies. Even i stchactivities can be permitied, 138
then unclear under whal authority such injection activities can be undertaken,
2. Ministerial Discretion

The Bifl states that decisions relating to greenhouse gas iitles and key petioleum activitivs will be
made by the responsible Commonwaalth Minister.

& Guidelines for application of diseretion
The Bill raises soversignty lssues for existing and fuilre petroleurn operations arising from the entry of

a new activity (greenhouse gas storage) and supporting industty Into the same areas, the nature of
WHEH s uncertan,




Woondside is concerned about the limited consultation on the Bill - particularly given much of the
support for the proposed legislation is 10 be prévided by way of (as yet) unpublished regulalions and
guidelines.

In particular, Wootside is concérmed that even If it 6bjects 10 cérlain greenhouse gas activities being
undertaken over @atmmm fitles (whether or netinhe title was pre-existing). the Minister may stil
approve those aclivities IFihe Minister f0rme the visw el the fwo atliviies can oteexist. Woodside
dogs fot support ’s?‘m gmtmé: al for such discretion o be applied against Bwherg there s potential ?m x%:«v

@xisting or fulure activities 1o be affected. In the absance of apph z:z;}ﬁ&% reguiationsand guldelines, &
cannot endorse the significant risk” and ‘significant impact tesis applied by the Ministerbeing
detenminative of whetheror not a greenhiouse gas aclivity can be underiaken in the absence of
approval rom he palroleurn pennit holder.

¢ Administration by single authority

Woodside recommends that the proposed future Offshore Petroleum and Greenhouse Storage Aot b
administerad by a Joint Authority comprising a member representing the State and the
Commonwealth. The proposed administration under the Bill is at-odds with the carrent administration
ol petioleum activitlies under the Petroleum (Bubmerged Lands) Act (and to be carried overtothe
Offshore Petroleum Act).

3. GHG Assessment Permit boundaries ~ Clause 249 AD (1){a)

The Bill assumes that a GHG Assessment Permit will have fixed boundaries andlogous with Petroletm
Exploration Permits. However, pstroleum exploration searches for static pstroleum pools whilst GHG
exploration searches for formations that allow polential dynamic tranping of 4 GHG.

Prior 1o commencement of data dcquisition Gndera GHE Assesstmient Parmit, [ s unlikely that the
permit boundaries have been approprialely defingd 1o énvomipass a dynamie ??&gﬁ

We propose that, If the permit boundary i later found to curtall & potenti al dynamic trap and the
acreage on the other side of the boundaryis fiot Ulider 18, the Assassment Pefmitice can be
awarded on a nor-cormpelitive basis an exlension of the Asséssment Permit 1o includs the dynamic
rap (subject to other conirols proposet inthe Bl

4. CO; plume extends beyond Injection Licence boundary — Clause 240C0(1)(B)

The Bill assumes that the stored greenhouse gas substance termaing within the licence boundaries.
%iawweam that plume could migrate across a permit boundary, even Fextensive migration predictions
havedemonstisiedthis o beunlikely

Clauge 249CZA of the Bill gives the Comimonwealth Minister the power to deal with such * ‘serious

situations”. Despite those powers of intervention, other thar ceasing or suspending infection (f not
already s0), there are few practical (and cost effective) measures that can be implemenied to stop
migration of the plume across a licence bolndary.

indetermining what reasonable steps might betaken 1o address the ‘serious situation’, Woodside
guggeststhal the Minisier should be reguired to consider the consequeérices of CO; mi §m§;m BOIOEs
licence boundaries-against the effort and chance of successof implementing remediation measures.

Furthermore, if the acreage beyond the boundary is:not under title, Woodside submits that the Bl

coild allow the licence boundary 1o be extendad to accommodate the additional migration path asan
aiternative to lesuing ditections (sublect to other controls proposed in the BillL.

Pate S ottt



5, Site Closure

s Thwe for lesue of Site Closure Certifioate

The site closing period is not time-bound. A key condition for issuing a site closure certificate is that
“ihe responsible Cormonwealth Ministér should be satisfied that the greenholss gas subistande
injected into the identified greenhouse gas storage formation is behaving as predicted in Part A of the
approved gite plan” (24802F A,

%ff’%«ém ve modslling s grobabllistio by nafire dus i e uhcertdinties in subsirtace paramiatas.

Theretore the modelled plume will hever exactly behave “as predicted”. We recommend that a site
closure certificate be issued upon satistaction of conditions relating 10 plume behavicur falling within a
predicied range and after a fixed time from the application for a site closing certificate.

s Rights afforded by Site Closure Certificate

“%“%3@ Bill does not state what rights a site closing certificate provides to the licensee. If the Intent is that
gite closing certificate allowsthe licensee 1o surrender the licence In good standing and therefore
f@é leves the licenses of any statutory obligations, the Bill should statethis.

Wa recommend that the site-closing certificate indemnifies the Operator against future llabliity to the
extent Ihat the aoilily does not arise from negligence or deliberate miscondust

8. Declaration process - Clause 798

Woodside is concerned thal the Minister may encumber a ‘post-comimencement’ ER/RUPL afteritis
iBsued by way of declaration’. We raise the Tollowing congerns in that regard:

2 In bidding forexploration permits, there will bie & lack of certainty arourid whether they mignt
be Declared, which could Impose significant tosts in terms of special casing and special
abandonmant;

b, Since the rules apply 1o exploration permits even if there is no current GHG licence, it isnot
clear on what basis the Minister would make a decigion about whether a particular exploration
serit right be a candidate for being Deglared;

¢ Itis notclear when the Minister would make this evaluation, what would trigger i and how
forg itwould take. I, for exarple, an evaluglion was iggered Luos an applicationtoshog
seismic or drill a well, there could be severs adverse conseguenices fo comparies If there s a
significant evaluation period following this application

it & declaration evaluation has o ooour oh every major (or even the first major) exploration
activity after an exploration panmil is granted, that this could inleriére with gperational
approvals under thoge permils. Fan exploration permit Is ‘declaret’, & broad range of
actvites, including seismivand C:%’EM can be subject to Ministerial approval This may
introduce approval gelays on activities because of the approval process, which is highly
wridesirable,

o.

e. Should there be a mechanism, gt the time of 3&*‘@&{;@ feleass, for the government to indicate
whether the Exploration block will have or is likely 1o become declared, In part of in whole?

. Forthe Minister o have the v ?g;h% to declare an exploration permit, he rseds to bellevethat
there is "a significant risk of a significant adverse impact” on greenhouse gas operations.




Woodside cannot comment on that ‘significant’ test in'the absence of guidelines which might

specify the clreumstances in which that disoretion will be applied.

7. Well abandonment ~ Clause 316-311A2)(b)

The remediation of previously abandoned or suspended wells to-a standard sultable for CO, service
can be either technically challeriging of impossible. This Is particulady tHe case forolder wells that
were abandoned with cement plugs that may only parfiaily cover exposed formations. Therefore, it
may bé impossible (o re-enter the borghole and pedorm remedial work, Woodside suggests 4
‘reasonable endeavours test apply to well remediation directions.

8. Ranking of multiple applications for work-bid greenhouse gas dssessment
permit (Clause 2494L)

If multiple applications have been receivedforthe grant of a greenhouse gas permit; the responsible
Gommonwealth Minister may offer the permitto the *most deserving” applicant. The criteria on which
e ranking Is 10 be made must be publicly avallable.

This paraliels the process of granting work-bid petroleum permits, with the criterfa published in a
guideline in relation to the Australian Goveriment's PSLA (Bid Assessment Criteria). We submit thal
similar guidelines should be produced in relation to greenhouse gas permils and look forward to
participating in consultation onsuch guidelines. In the interim, we offer the following suggestions for
bideiferia;

a.  anexisting named) 0, streany;

b, the required timing of the CO, sequestration {propenent of a project requiring sequestration
garter thah andther proponents projedty;

¢ priority 1o be given 1o the applicant with the project most affected sconomically by the grantof
{or retusal to grant the licence;

d. priority to be giverrto the applicant with the largest work programme, as per petroleum criteria;
& if the proposed GHG block overlies a current petroleum title, the bid evaluation should take
into account the tlems of petroleum investment that have been carrled outby the petroleum
licensees, whers the greenhouse gas title applicant and petroleum licenses are the same.
9. Access regime - Clause 248CE(10), (11)
Woodside believes that third party access should be goveined in the Bill. The OPA for petroleun,
third parly access is for pipelines onlyand is governed by the Offshore Petroleum Act (s.182).
Woodside submits that third party access for greenhouse gas activities does hot include access 1o

&  ldentifed greenhouse gas storage formation;

b, wells, equipment or structures for Use in injecting greenhouse gas substances into identifisd
graeenhouse gad formations, or

€. equipment or structures for use inthe procassing, compressing or storing of gresnhouse gas
subslances prior 16 injection.
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10.  Injection Licence condition on origin of the greenhouse gas substance ~ Clause
248CEQSYD

iUl unclgar why a condition of & greenhouse gas injection licencs is 1o spedily the origin of the

greaenhouse gas subsiance. This does not aopearfo serve any purpose and leads o a requirement for

dvariation if a licensee changes the soures of the GHG substance.

1. Site Plan

Woodside believes-the term Site Plan is confusing and does netrelate to the aciual purpose of this
plan. We racommend changing this to “injection and Storage Plan”.

Paratio 14



