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The Secretary 
Select Committee on Fuel and Energy 
PO Box 6100 
Parliament House 
CANBERRA  ACT  2600 
 
 
Dear Sir/Madam 
 
Please find attached ABARE’s submission to the Senate Select Committee on Fuel and 
Energy. 
 
The ABARE submission addresses a selection of the issues on which the Committee is 
inquiring and reporting, focussing on the areas where ABARE is able to contribute particular 
expertise.  Namely, the submission provides an analysis of farm expenditure on fuel as an 
input to agricultural production using ABARE’s farm survey data and, given the importance of 
gas as an input to fertiliser production and hence fertiliser prices, it also provides some 
analysis of expenditure on fertiliser.  The submission also provides an overview of the 
domestic oil and gas exploration and refinement industry and information on major oil and gas 
projects currently under development. 
 
I apologise for providing this submission after the advertised date for lodgement.  Delaying 
lodgement until now has allowed us to incorporate ABARE’s latest oil price forecasts into the 
farm cost analysis.  ABARE’s latest commodity forecasts were finalised and released on 
Monday 22 September in the September Quarter issue of Australian Commodities. 
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Executive Director 
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1. Introduction 

The Australian Bureau of Agricultural and Resource Economics (ABARE) welcomes 
the opportunity to provide a submission to the Senate Select Committee on Fuel and 
Energy. 
This submission provides an analysis of farm expenditure on fuel as an input to 
agricultural production using ABARE’s farm survey data. Given the importance of gas 
as an input to fertiliser production and hence fertiliser prices, some analysis of farm 
expenditure on fertiliser is also presented. The analysis examines the varied impacts on 
farm cash costs across the different agricultural industries. 
This submission also provides an overview of the domestic oil and gas exploration and 
refinement industry, presenting information on oil and gas production, trade and 
domestic use. Information on major oil and gas projects currently under development is 
also provided. 
A collection of statistical tables relating to farm fuel and fertiliser prices, as well as 
tables on petroleum production, trade and prices, is also appended for the information of 
senators. The tables are from Australian Commodity Statistics 2007, ABARE’s 
statistical compendium published in December each year. 
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2. About ABARE 

ABARE is an Australian Government economic research agency noted for its 
professionally independent research and analysis. Its objective is to contribute to the 
competitiveness of Australia’s agricultural, fishing, forestry, energy and minerals 
industries and to the quality of the Australian environment by providing rigorous and 
independent economic research analysis and forecasting. 

ABARE disseminates the results of its research through the media, its website, the 
national Outlook conference, regional Outlook conferences around Australia and many 
other speaking engagements. All information on the website is available free of charge. 

In its more than 60 year history, ABARE has amassed a wealth of expertise in applied 
economic research. ABARE uses the latest innovative modeling techniques and its 
extensive corporate databases contain data not available elsewhere. 

ABARE research contributes to some of the most important items on the Australian and 
international policy agendas: 

o multilateral trade negotiations and more open agricultural markets 
o greenhouse gas emissions and climate change response policies 
o water policy reform 
o energy 
o minerals exploration and policies 
o issues in regional Australia 
o Australian farm performance 
o Australian farm surveys 

ABARE also produces regular quarterly forecasts for a wide range of export 
commodities, so that industries can plan their future better, based on sound research. Its 
commodity analysis covers agriculture, minerals, energy, fisheries and forestry. 
ABARE is one of the few agencies to produce medium-term and regular quarterly 
forecasts for Australia’s major export commodities. 
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3. Impact of higher petroleum, diesel and gas 
prices on rural Australia 

ABARE's farm surveys provide a broad range of information on the current and 
historical economic performance of farm business units in the rural sector. Each year 
ABARE interviews producers from the broadacre and dairy sectors of Australian 
agriculture. The information collected provides a basis for analysing the current 
financial position of farmers in those industries and expected changes in the short term. 
Data from ABARE’s Australian agricultural and grazing industry survey (AAGIS) and 
Australian dairy industry survey (ADIS) are used in this analysis to determine the 
contribution of expenditure on fuel to total farm costs up to 2006-07, the latest year for 
which survey results are available.  The price of fertiliser is also influenced by energy 
prices, given natural gas is an important input into the manufacture of fertilisers, so 
farm expenditure on fertiliser as a proportion of total cash costs is also examined. To 
reflect more recent rises in fuel and fertiliser prices, ABARE indexes of prices paid by 
farmers are analysed later in this section to estimate farm costs for the Australian 
agriculture sector as a whole. 

Farm expenditure on fuel 
Farm survey results show that the share of total cash costs per farm outlaid for fuel and 
lubricants has been relatively stable over the ten year period from 1997-98 to 2006-07, 
ranging in the order of 6 per cent to 9 per cent (figure 1). 
In 2006-07, average expenditure per farm on fuel accounted for just less than 8 per cent 
of total cash costs (table 1). 
Expenditure on fuel as a proportion of total cash costs varies considerably, however, 
between different agricultural industries. Fuel as a proportion of total cash costs is 
highest for grain producers as diesel fuel is a major input into the planting, spraying, 
harvesting and transportation processes. In 2006-07, fuel accounted for around 10 per 
cent of total cash costs for the wheat and other crops industry and 8.5 per cent for the 
mixed livestock–crops industry. For livestock producers, a smaller share of their costs 
was accounted for by fuel and lubricants with sheep specialists allocating 7 per cent of 
their total cash costs on fuel, beef specialists only 6 per cent and sheep–beef producers 
just less than 6 per cent. Dairy farmers on average allocated only 4 per cent of their total 
farm input expenditure to fuel and lubricants (table 1). 
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Figure 1  Farm cash costs, average per farm 
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Table 1 Average cash costs per farm and expenditure on fuel, by industry, 2006-07 
 

   Fuel as a share of 
 Fuel, oil and grease Total cash costs total cash costs 

 $ $ % 

All broadacre 20 070 262 290 7.7 
 wheat and other crops 35 760 373 980 9.6 
 mixed livestock–crops 21 820 255 870 8.5 
 sheep industry 13 270 189 160 7.0 
 beef industry 14 910 247 740 6.0 
 sheep–beef industry 12 750 229 710 5.6 
Dairy 13 680 351 450 3.9 
 

Farm expenditure on fertiliser 
One factor that has affected fertiliser production costs, and therefore prices of fertiliser 
globally, is higher natural gas prices. The price of natural gas accounts for 70 per cent to 
90 per cent of the cost of producing ammonia, which is either applied directly to crops 
or used as an input to other nitrogenous fertilisers such as urea, ammonium nitrate, 
ammonium sulphate and water-based liquid nitrogenous fertilisers. 
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Producers with the highest exposure to changes in fertiliser prices are wheat and other 
crops and mixed livestock–crops producers for which fertilisers accounted for around 
15 per cent and 12 per cent of total cash costs in 2006-07, respectively (table 2).  For the 
livestock industries, the share of fertiliser costs as a proportion of total cash costs was 
greater in the sheep and dairy industries than in the beef industry, with a proportion of 
beef producers more likely to graze cattle on unimproved or native pastures. 
 
 

Table 2 Average cash costs per farm and expenditure on fertiliser, by industry, 2006-07 
 

   Fertiliser as a share of 
 Fertiliser Total cash costs total cash costs 

 $ $ % 

All broadacre 22 810 262 290 8.7 
 wheat and other crops 51 800 373 980 13.9 
 mixed livestock–crops 28 750 255 870 11.2 
 sheep industry 15 610 189 160 8.3 
 beef industry 6 930 247 740 2.8 
 sheep–beef industry 12 780 229 710 5.6 
Dairy 22 580 351 450 6.4 

 

World fertiliser indicator prices have increased significantly, particularly for 
diammonium phosphate (up 168 per cent in the year to April 2008) and 
monoammonium phosphate (up 138 per cent), placing increasing cost pressures on 
agricultural producers. 

Index of prices paid and total farm costs 
While the farm survey provides useful information on the proportion of average per 
farm expenditure allocated to fuel and fertiliser and the variances across the different 
agricultural industries, it does not provide an indication of the effects of the more recent 
fuel price rises.  ABARE’s index of prices paid by farmers takes into account estimates 
of current year fuel prices and forecasts for future years. Over the five years to 2006-07, 
ABARE’s index of fuel and lubricant prices showed an average annual growth rate of 
11 per cent. In 2007-08 the index increased by 17 per cent. In 2008-09 the fuel prices 
paid by farmers are forecast to rise further, with the index increasing a further 23 per 
cent. For fertiliser, prices paid over the five years to 2006-07 rose by 3 per cent a year 
on average.  In 2007-08 the fertiliser price index jumped by more than 80 per cent and 
is forecast to rise a further 20 per cent in 2008-09 (figure 2). 
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Figure 2  Indexes of prices paid by farmers for fuel and fertiliser 
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Table 3  Farm costs, Australia ($ million) 
 

 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f 
Costs  
Materials and services  
 chemicals 1 649 1 691 1 749 1 545 1 872 2 175 
 fertiliser 1 827 1 851 1 843 1 659 3 172 3 884 
 fuel and lubricants 1 702 1 765 2 223 2 199 2 573 3 169 
 marketing 3 567 3 433 3 612 2 674 2 834 3 546 
 repairs and maintenance 2 453 2 493 2 602 2 466 2 572 2 642 
 seed and fodder 4 317 4 267 3 827 4 921 5 960 5 761 
 other 3 378 3 473 3 692 3 543 3 702 3 826 
 total 18 893 18 974 19 548 19 007 22 686 24 963 
Labor 3 420 3 410 3 778 3 654 3 779 3 911 
Overheads 
 interest paid 2 238 2 306 3 249 3 848 4 423 4 319 
 rent and third party insurance 422 432 446 447 462 478 
Total 6 080 6 148 7 473 7 950 8 664 8 708 
Total cash costs 24 973 25 122 27 021 26 956 31 350 33 672 
 

In 2007-08, higher fuel prices are estimated to have increased farm costs for the 
Australian agricultural sector as a whole by $374 million (table 3). Despite this increase, 
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fuel as a proportion of total cash costs is estimated to have remained at 8 per cent in 
2007-08. In 2008-09, fuel costs as a proportion of total farm costs are expected to 
increase to 9 per cent of total farm costs. 
Despite fuel’s increased share of total farm cash costs, other input costs such as 
fertiliser, seed, fodder and interest payments are expected to account for larger shares of 
total farm cash costs than fuel in 2008-09. 
In 2007-08, higher fertiliser prices are estimated to have increased total farm cash costs 
by around $1.5 billion (table 3). The increase lifted the proportion of total cash fertiliser 
cost from 5 per cent in 2006-07, to 9 per cent in 2007-08. In 2008-09, fertiliser prices 
are likely to further increase as the price of gas and the world demand for fertiliser 
continue to grow. As a result, the share of total cash costs of fertiliser is estimated to be 
11 per cent in 2008-09, higher than fuel but still lower than that for seed, fodder and 
interest payments. 
It is important to recognise the ability of farmers to adjust their farming practices in 
response to significant changes in the price of farm inputs. Precision farming and 
conservation tillage, for example, provide opportunities for both direct and indirect 
energy conservation, with reduced tillage involving less fuel consumption and reduced 
fertiliser requirements. Low rainfall over the past couple of years and failed crops may 
have also resulted in fertiliser remaining in the ground to be utilised for future crops. In 
such situations farmers may reduce the amount of fertiliser they apply, therefore 
reducing fertiliser costs.  
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4. The domestic oil and gas exploration and 
refinement industry 

Australia is a resource rich country with significant energy resources in the form of 
liquefied petroleum and natural gas, as well as coal and uranium. It is one of the few 
OECD countries which is a significant net energy exporter. 

Oil 

Petroleum production and use 
Petroleum liquids comprise all liquid hydrocarbons including crude oil, condensate, 
liquid petroleum gas (LPG) and refined petroleum products. 
The majority of Australia’s primary petroleum liquids output (crude oil, condensate and 
LPG) is produced in the Carnarvon Basin. The region accounts for 63 per cent of 
Australia’s total production of these products. The more mature oil fields located in the 
Gippsland Basin in Bass Strait have been producing since the late 1960s. However, 
production from the basin peaked in the mid-1980s and has declined steadily since. The 
Gippsland Basin currently constitutes 19 per cent of Australia’s total production of 
naturally occurring petroleum liquids. 
Crude oil and condensate are also produced onshore from the Cooper-Eromanga Basin, 
which straddles the border of South Australia and Queensland. Small quantities of crude 
oil are produced from several other onshore basins, including the Perth and Canning 
Basins in Western Australia, the Amadeus Basin in the Northern Territory and the 
Bowen-Surat Basin in Queensland. The Otway Basin, straddling South Australia and 
Victoria, also produces condensate. The other major liquids producing region is the 
Bonaparte Basin off the northern coast of Australia, some of which is shared with Timor 
Leste. 
Although much of Australia’s current oil production is sourced from mature oil and gas 
provinces, many prospective areas offshore are yet to be fully explored. There is a 
possibility of significant undiscovered oil and gas resources in Australia’s four major 
offshore regions, the Gippsland Basin in Victoria, the Bonaparte Basin in the Northern 
Territory, and the Browse and Carnarvon Basins in Western Australia. 
Largely on the basis of increasing production of natural gas, Australian LPG production 
(principally propane and butane) is expected to rise in the long term. 
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Around 53 per cent of Australia’s consumption of crude oil is met by domestic 
production while, for LPG, Australia produces significantly more than is consumed. In 
2006-07, in energy contents terms, LPG represented 8.4 per cent of fuel used in non-
diesel automobile engines in Australia. With higher petrol prices and government 
incentives for LPG use, automotive LPG demand is projected to grow. 

Petroleum trade 
Australia is a net importer of crude oil and refined products, but a net exporter of LPG, 
mainly in the form of butane. 
Production from the Carnarvon Basin in the north-west of Australia is mostly exported, 
while production from the Gippsland Basin in south-eastern Australia is predominantly 
used to feed local refineries. Increasing production in the north-west and decreasing 
production in the south-east have resulted in an increase in Australian imports and 
exports of crude oil. 
Around two-thirds of Australia’s crude oil and condensate exports were shipped to the 
Asian region in 2006-07, with the Republic of Korea, Japan and Singapore being major 
markets for Australian crude oil feedstock. Japan is Australia’s largest market for LPG, 
accounting for around two-thirds of the export volume. New Zealand and Singapore are 
Australia’s largest markets for refined products, taking 50 per cent and 33 per cent 
respectively in 2006-07. 
Australia has 11 major deepwater ports which have facilities to export petroleum 
liquids. Dampier in Western Australia is Australia’s largest crude oil and condensate 
exporting centre, accounting for 36 per cent of all Australian liquid petroleum exports 
(excluding LNG) in 2005-06. 
Since the mid-1990s, Australia’s imports of Middle Eastern crude oil have gradually 
fallen and been partially replaced by crude oil from the South East Asian region. 

Liquid fuels refining and pricing 
The petroleum refining industry in Australia produces a wide range of petroleum 
products derived from crude oil and condensate feedstock. Australia’s downstream 
petroleum industry includes seven major operating oil refineries managed by four 
companies — BP, Caltex, Mobil and Shell. 
In 2006-07, automotive gasoline, diesel fuel and aviation turbine fuel accounted for 87 
per cent of the total production of refined products in Australia. The ratio of domestic 
production to gross sales in Australia for gasoline and turbine fuel is relatively high, 
being 92 per cent and 91 per cent, respectively. Australia is less self-sufficient in the 
heavier products such as kerosene, diesel, fuel oil and lubricants. Most of the exports of 
propane and butane come from naturally occurring field production. However, 
residential, commercial and recreational consumption of LPG in Australia is 
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predominantly of propane, so the net availability of propane for export is only half that 
of butane. 
In the Asia Pacific region, gasoline and diesel consumption has grown rapidly and many 
countries have implemented stricter fuel standards for these fuels. This has meant a 
significant reduction in spare refinery capacity in the region. 
Higher fuel quality standards are now in effect in all the major oil refineries operating in 
Australia, following recent upgrades. The only exception is the Port Stanvac refinery in 
South Australia, which ceased operating in 2003 and is currently under care and 
maintenance. Meeting the cost of 2006 standards for fuel quality in Australia was 
difficult for the local refining industries following several years of low profits as a result 
of competition from newly built refineries in the Asian region. 

Biofuels 
There are several producers of fuel grade ethanol and biodiesel in Australia. Liquid 
biofuels production in Australia is estimated to have been 160 million litres in 2006-07 
(83 million litres of ethanol and 77 million litres of biodiesel). 
The Australian Government provides incentives for producing ethanol and biodiesel 
through capital grants, production grants that offset the excise levied on liquid fuels, 
cleaner fuel grants and grants to facilitate biofuel distribution. On 27 February 2008, the 
Prime Minister requested the Minister for Resources, Energy and Tourism and the 
Minister for Agriculture, Fisheries and Forestry undertake an internal government 
review of existing Australian biofuels policies. The review process is expected to be 
completed by the end of 2008. 

Gas 
Australia’s identified natural gas resources have increased four-fold over the past two 
decades, particularly in the western and north-central areas of Australia. Today around 
90 per cent of estimated recoverable reserves of natural gas are located off the west and 
north-west coast of Australia. 

Production 
In 2006-07, around two-thirds of Australia’s natural gas (excluding coal seam gas) was 
produced in the Carnarvon Basin off the coast of Western Australia. 
Victoria accounted for a further 20 per cent of Australia’s natural gas production, the 
majority of which came from the offshore Gippsland Basin. The onshore Otway Basin 
in south-western Victoria has also contributed small volumes to the Victorian market 
for many years. Several gas fields off the southern coast of Victoria in the Bass and 
Otway Basins are currently being developed. 
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In 2006-07, natural gas production in South Australia accounted for 10 per cent of 
Australia’s total production, the majority of which was from the onshore 
Cooper-Eromanga Basin. 
Natural gas produced in Queensland and the Northern Territory accounts for the 
remainder of Australian production. Queensland natural gas production is sourced 
mostly from the Bowen-Surat Basin, with a small amount from the Adavale Basin. 
Gas production in the Northern Territory is sourced primarily from the onshore 
Amadeus Basin in central Australia. Gas from the Bayu-Undan field in the Bonaparte 
Basin of the Timor Sea is subject to a production sharing contract between the 
producers and the Timor Sea Designated Authority for the Joint Petroleum 
Development Area. The designated authority’s share of the revenue is apportioned 90 
per cent to Timor Leste and 10 per cent to Australia. 
Adding to Australia’s natural gas production is the growing contribution from coal seam 
gas. Coal seam gas production in Australia was around 1800 gigalitres in 2005-06, of 
which 86 per cent came from the Bowen-Surat Basin in Queensland and the remainder 
from the Sydney Basin in New South Wales. 

Domestic market 
Historically, two major gas producers have supplied most of the eastern Australian gas 
market (South Australia, Victoria, New South Wales and Queensland). Almost 90 per 
cent of natural gas supplied to this market is from the Esso/BHP Gippsland Basin joint 
venture and the Santos led operations in the Cooper-Eromanga Basin. 
The Carnarvon Basin dominates supplies for the Western Australian gas market and 
there are several producers supplying natural gas to the domestic market from this 
region. 
There are almost 25 000 kilometres of high pressure gas transmission pipelines used in 
long distance transporting of natural gas and more than 80 000 kilometres of low 
pressure pipelines distributing gas at the retail level. Natural gas is used by around 3.75 
million households and more than 75 000 commercial and industrial enterprises in 
Australia (Energy Supply Association of Australia). 

Trade 
Australia exports natural gas in the form of liquefied natural gas (LNG), most of which 
is currently sourced from the Carnarvon Basin on the north-west shelf off Western 
Australia. The North West Shelf Joint Venture is in the process of expanding this 
operation, with a fifth LNG production train due to be completed by the end of 2008. 
From the start of 2006, natural gas has also been supplied from the Conoco-Philips 
Bayu-Undan gas field in the Timor Sea, for the production of LNG onshore near 
Darwin. 
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5. Major oil and gas development projects 

Australia’s ability to continue to supply growing world energy markets in the long term 
is dependent on the industry’s willingness to invest in exploration and new projects. 
Current energy exploration expenditure in Australia is at near record highs with 
expenditure totalling $2.5 billion in 2006-07. 
In general, decisions to invest in mineral exploration depend on the probability of 
discovering an economic mineral deposit or extending the resource base of a known 
deposit. A range of factors influence the decision to invest in mineral exploration; some 
of these are common to investment decisions across the economy, while others are more 
specific to the minerals sector. These factors include prevailing and expected mineral 
and energy prices; existing mining and processing technologies; input costs more 
generally; and land access and government policies. 
 

ABARE’s list of major minerals and energy development 
projects 
ABARE’s list of major minerals and energy projects which are expected to be 
developed over the medium term is updated every six months. Information contained in 
the list spans the mineral resources sector and includes energy and mineral commodities 
projects and mineral processing projects. The information comes predominantly from 
publicly available sources but, in some cases, is supplemented by information direct 
from companies. The list is fully updated to reflect developments in the previous six 
months and is released around May and November each year. The energy projects listed 
here are extracted from the full list released in April 2008. 
The following list contains information on 20 advanced oil and gas projects. The full 
list, which also includes projects at less advanced stages, such as those at feasibility (or 
prefeasibility) study stage, is available as an electronic product downloaded from 
www.abare.gov.au (enquiries: abareproducts@abare.gov.au) 
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Project Company Location Status
Expected 
Startup New Capacity

Capital 
Expend. Employment

Petroleum ― oil and natural gas projects
Angel gas and 

condensate field
Woodside/BHP 

Billiton/BP/ 
Chevron Texaco/ 

Shell/Japan 
Australia LNG

115 km N of 
Dampier, 

Carnarvon Basin, 
WA

New project, under 
construction

late 2008 310 PJ pa gas, 50 kbpd 
condensate

US$1.2b 
(A$1.38b)

Blacktip gas discovery ENI Australia Offshore, 
Bonaparte Basin, 

WA

New project, under 
construction

2009 650 million cubic 
metres initially; 1.1 
billion cubic metres 

ultimately

$500m

Henry gasfield Santos/AWE/ 
Mittwell Energy 

Resources

20 km offshore 
Otway Basin, Vic

New project, 
committed

early 2009 11 PJ pa $275m

Kipper gas project      
(stage 1)

Esso/BHP Billiton/ 
Santos

42 km offshore 
Gippsland, Vic

New project, 
committed

2011 27 PJ pa gas, 10 kbpd 
condensate

US$1.1b 
(A$1.26b)

Kwinana LNG plant Wesfarmers Kwinana, WA New project, under 
construction

mid-2008 64 kt LNG $138m (incl 
LNG plant, 

power stations, 
and other 

infrastructure)

Longtom gas project Nexus Energy Bass St, Vic New project, under 
construction

early 2009 25 PJ pa gas (initally) $195m

Montara/Skua oilfield 
(Phase 1)

Coogee Resources Timor Sea, 650 
km W of Darwin, 

NT

New project, under 
construction

late 2008 na US$700m 
(A$805m) 

includes Phase 
2

Montara/Skua oilfield 
(Phase 2)

Coogee Resources Timor Sea, 650 
km W of Darwin, 

NT

Expansion, 
committed

late 2009 na

1500
20

NWS North Rankin B Woodside Energy/ 
BHP Billiton/ 
BP/Chevron/ 
Shell/Japan 

Australia LNG

150 km NW of 
Dampier, 

Carnarvon Basin, 
WA

New project, 
committed

2013 na $5.1b 
(A$5.86b)

Perseus-over-Goodwyn 
project

Woodside Energy 150 km NW of 
Dampier, 

Carnarvon Basin, 
WA

New project, under 
construction

late 2008 nil $800m

2000
150

Pyrenees BHP 
Billiton/Apache 

Energy

55 km N of 
Exmouth, 

Carnarvon Basin, 
WA

New project, 
committed

early 2010 96 kbpd US$1.7b 
(A$1.93b)

Reindeer gas field/Devil 
Creek gas processing 

plant (phase 1)

Apache 
Energy/Santos

80 km NW of 
Dampier, 

Carnarvon Basin, 
WA

New project, 
committed

late 2010 40 PJ pa gas $842m

late 2010 4.3 Mt LNG $12bPluto (train 1) Woodside Energy Carnarvon Basin/ 
Burrup Peninsula, 

WA

New project, under 
construction

North West Shelf 
project extension (fifth 

train)

Woodside Energy/ 
BHP Billiton/ 
BP/Chevron/ 
Shell/Japan 

Australia LNG

North West Shelf, 
WA

New project, under 
construction

late 2008 4.2 Mt LNG $2.6b



 

Project Company Location Status
Expected 
Startup New Capacity

Capital 
Expend. Employment

Van Gogh Apache 
Energy/Inpex 

Alpha

50 km N of 
Exmouth, 

Carnarvon Basin, 
WA

New project, 
committed

early 2009 63 kbpd $700m

Vincent oil field      
(stage 1)

Woodside 
Energy/Mitsui

60 km N of 
Exmouth, 

Carnarvon Basin, 
WA

New project, under 
construction

late 2008 100 kbpd $1b

Woolybutt Oil Field 
South Lobe

Eni Australia/ 
Mobil Australia/ 

Tap Oil

Offshore, 
Carnarvon Basin, 

WA

Expansion, under 
construction

mid-2008 6–8 kbpd $143m

Coal seam methane
Darling Downs 

development (including 
Spring Gully Phase V 

and Tallinga)

Origin Energy 80 km N of Roma, 
Qld

Expansion, under 
construction

2009 44 PJ pa (includes 
wells from Tallinga)

$500m

Darling Downs 
development (Tallinga)

Origin Energy 80 km N of Roma, 
Qld

Expansion, 
committed

2010 23 PJ pa $260m

Lacerta Gas Field Sunshine Gas 50 km NE of 
Roma, Qld

New project, under 
construction

2008 4–8 PJ pa $69m
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Recently commissioned projects 
In the six months ended April 2008, two petroleum projects were completed with a 
capital expenditure of $1.5 billion. Off the west coast of Australia, BHP Billiton’s 
Stybarrow oil project (capacity of 80 000 barrels a day) was completed two months 
ahead of schedule at a cost of $874 million. DBP’s Dampier-Bunbury gas pipeline 
Stage 5A expansion, also in Western Australia, was completed at a cost of $660 million. 
The pipeline is capable of transporting an additional 100 terajoules of natural gas a day. 
 

Advanced projects 
At the end of April 2008, energy project developments accounted for 47 of the 97 
advanced projects on ABARE’s list and around 55 per cent (or $38.8 billion) of 
committed capital expenditure. Estimated capital expenditure on energy projects has 
increased by 23 per cent since October 2007, reflecting the addition of 15 projects, 
worth a combined $10 billion, to the advanced list. 
In terms of capital expenditure, Woodside’s Pluto LNG project, which has an 
announced capital cost of $12 billion, is the largest commitment to a single project in 
Australia’s mining and energy industry. 
This project will have an annual production capacity of 4.3 million tonnes of LNG and 
is scheduled for completion in late 2010. The gas has been purchased under long term 
contracts with Tokyo Gas and Kansai Electric in Japan. 
Six large petroleum developments, four operated by Woodside, account for a further 
$14 billion or around 36 per cent of the total value of advanced energy projects. The 
largest of these projects is the $5.9 billion North West Shelf North Rankin B project in 
Western Australia. A fifth train is being built at the North West Shelf project which will 
have a gross annual capacity of 4.4 million tonnes of LNG and will increase the 
project’s total annual production to 16.3 million tonnes. The project is expected to be 
completed toward the end of 2008 at a capital cost of $2.6 billion. 
The other four petroleum projects are the $1.9 billion Pyrenees oil field, located 50 
kilometres north of Exmouth in Western Australia, scheduled for completion in 2010; 
the $1.4 billion Angel gas and condensate field in the Carnarvon Basin, scheduled for 
completion in 2008; the $1.3 billion Kipper gas and condensate field off the coast of 
Gippsland, scheduled for completion in 2011; and the $1 billion Vincent oil field in the 
Carnarvon Basin, scheduled for completion in late 2008. 
As at the end of April 2008, there were six natural gas pipelines at an advanced stage. 
Epic Energy has committed to constructing the 180km QSN link which will connect the 
existing south-western Queensland network to the Moomba gas hub in northern South 
Australia. When the $140 million pipeline is completed, gas will be able to be piped 
from Queensland into the southern and eastern Australian gas markets. 
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Less advanced projects 
Projects in the less advanced category are either still undergoing a feasibility study (in 
some cases, prefeasibility study), or not subject to a definite decision on development 
following the completion of a feasibility study. Some of these projects may not proceed 
for several years. Some may confront changes in economic or competitive conditions, 
or may be targeting the same emerging market opportunities, necessitating 
rescheduling. In addition, securing finance for project development, even for high 
quality projects with a high probability of success, is not guaranteed. 
Also, with an exceptionally large number of minerals and energy projects currently 
committed or under development in the next few years, competition for skilled labour 
and materials and the associated cost pressures are unlikely to be relieved in the short to 
medium term. This makes it likely the feasibility of many less advanced projects will 
need to be re-examined. This may also imply, from a commercial perspective, some 
project developments may be deferred beyond their scheduled startup dates. 
Despite the uncertainty inherent with projects at these earlier stages of consideration, 
the significant number of large scale projects at less advanced planning stages under 
active consideration for development is expected to provide a firm platform for future 
growth in Australian mineral and energy production in the medium term and beyond. 
Among the more notable large scale projects in ABARE’s April 2008 list still 
undergoing feasibility studies are eight proposed LNG developments that, collectively, 
could add around 58 million tonnes of annual LNG production capacity in the medium 
to longer term (compared with the 15.2 million tonnes in 2006-07). 
These projects include the Browse, Gorgon, Icthys and Sunrise projects off the coast of 
Western Australia and two coal seam methane based LNG projects in Queensland being 
proposed by Santos, Queensland Gas and BG Group. 
Another two less advanced LNG projects are to be based in Gladstone, Queensland. 
Queensland Gas Company and BG Group are proposing to build a 3 to 4 million tonne 
LNG plant and 380km pipeline to coal seam methane fields at a cost of $8 billion. Sojitz 
and Sunshine Gas are proposing to build a 0.5 million tonne LNG plant in Gladstone at 
a cost of $500 million which will also be based on coal seam methane. 
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