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AGENCY/DEPARTMENT:
DEPARTMENT OF INDUSTRY, TOURISM AND RESOURCES

OUTCOME/OUTPUT:
OUTCOME 1, Outputs 1.1 and 1.2

TOPIC:
SOUTHERN PACIFIC PETROLEUM

REFERENCE:
WRITTEN QUESTIONS ON NOTICE

QUESTION:

Senator Carr asked:

It was recently announced that the Government was providing Southern Pacific Petroleum (SPP) with a 12 month sales grant of up to $36 million.  [see Media Release by the Minister for Industry, Tourism and Resources, 14 May 2002].

1. Was any advice sought from the Department of Industry, Tourism and Resources before the decision to grant this money to Southern Pacific Petroleum was made?

ANSWER:

The Department provided advice and briefings to the Minister before the decision was made.

QUESTION:

Senator Carr asked:

2. If so, what was the advice provided by the Department, and did the Department recommend in favour of the grant or against it?

ANSWER:

It would be inappropriate to disclose the nature of this advice, as it constitutes advice to Government, and disclosure would prejudice the future preparation of confidential advice to the Government.

QUESTION:

Senator Carr asked:

3. Did the Department make any recommendations in favour or against any earlier proposals in regard to Southern Pacific Petroleum's request?

ANSWER:

It would be inappropriate to disclose the nature of previous advice on this issue, as it constitutes advice to Government, and disclosure would prejudice the future preparation of confidential advice to the Government.

QUESTION:

Senator Carr asked:

4. Does the Department have any knowledge about the positions of any other departments on this issue?

ANSWER:

Other Departments provided comments in the context of Cabinet’s consideration of this issue.  It would be inappropriate to disclose the nature of this advice, as it constitutes advice to Government, and disclosure would prejudice the future preparation of confidential advice to the Government.

QUESTION:

Senator Carr asked:

5. Has the Department or your Minister had any communications or meetings with Southern Pacific Petroleum or their representatives concerning the company’s request for financial assistance?  If so, please could you detail the occasions and what was discussed.

ANSWER:

There have been two meetings with SPP and numerous communications concerning the company’s request for financial assistance.

On 18 February 2002, Mr Victor Kuss, Executive Director SPP/CPM and Mr Jim McFarland, Managing Director SPP/CPM met with advisers from the Office of the Minister for Industry, Tourism and Resources.  A departmental officer also attended this meeting. This meeting was to discuss the Stuart oil shale project and the problems it was facing obtaining contract sales for naphtha to Australian refineries due to the campaign by Greenpeace targeting oil shale.  A second meeting on 5 March 2002 between Sir Ian McFarlane, Founding Chairman and the Minister provided an update on the project.

There have been a number of telephone and e-mail communications between SPP and the Department concerning SPP’s request for an extension of the excise exemption.  These communications were to seek information or clarification from SPP about its marketing problems and its financial position.  There were also communications between staff in the Minister’s Office and SPP about similar issues.

QUESTION:

Senator Carr asked:

6. Can you please describe the details of the financial support announced for Southern Pacific Petroleum, further to the information provided in your Minister’s media release?  What mechanism will the government use to provide this grant to Southern Pacific Petroleum?

ANSWER:

On 13 May 2002, the Minister for Industry, Tourism and Resources announced a 12 month sales grant for naphtha from approved shale oil demonstration plants.  Stage 1 of the Stuart project is an approved shale oil demonstration plant.

The grant has been set equal to the level of benefit available under the existing effective excise exemption for petrol derived from shale oil which was put in place by the then Government in 1991.  The purpose of the excise exemption and the grant is to support the development of new technology.
The grant will be payable at a rate of $54.58 per barrel of eligible naphtha, net of any GST liability, produced and sold before 12 May 2003, up to a maximum of $36.4 million.  The grant will be delivered via a contract between Southern Pacific Petroleum and the Department of Industry, Tourism and Resources.

It should be noted that the maximum assistance available under the grant is equal to the maximum assistance that would be available under the effective excise exemption.  The total amount of assistance has not changed.  The mechanism to provide that assistance, however, was altered to overcome Greenpeace’s campaign against shale oil.
QUESTION:

Senator Carr asked:

7. Some media outlets reported the grant as a production grant.  Can you confirm whether the grant announced is conditional on sales of the naptha or is purely for production?

ANSWER:

The grant will be payable on naphtha from an approved shale oil demonstration plant produced and sold before 12 May 2003.

QUESTION:

Senator Carr asked:

8. Where will the government get the $36 million to fund the grant to Southern Pacific Petroleum?  Is any current or planned funding arrangement or program being cut in order to fund the grant to Southern Pacific Petroleum?

ANSWER:

Funding for the grant will be appropriated to the Industry, Tourism and Resources portfolio in the 2002/03 Additional Estimates.  No current or planned funding arrangements or programs will be cut to fund this grant.
QUESTION:

Senator Carr asked:

9. Can you confirm that the grant announced yesterday in no way means that your Minister has made a decision on whether Stage 2 will go ahead?

ANSWER:

The grant only applies to sales of naphtha from an approved shale oil demonstration plant.  Stage 1 of the project is an approved shale oil demonstration plant.  The decision to implement the grant is completely independent of any decision concerning Stage 2 of the project.  An environmental impact assessment of Stage 2 is currently being undertaken under the Environment Protection (Impact of Proposals) Act 1974 (EPIP).
QUESTION:

Senator Carr asked:

10. Do you have any concerns about the World Trade Organisation implications of the grant that has been announced?

ANSWER:

The details for the delivery of the grant have taken into account Australia’s obligations under the World Trade Organisation Agreement of Subsidies and Countervailing Measures.
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