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DRAFT PROPOSAL FOR STIMULATING ACTIVITY ON UNDEVELOPED DISCOVERIES

Earlier work in PILOT has shown that there are more than 300 undeveloped discoveries containing approximately 6 billion barrels of oil equivalent.  According to Wood Mackenzie, 48% of the fields are smaller than 10 million boe “which may not be of interest to the bigger companies”.  In their view “a more expeditious development of this resource could make a significant difference to industry investment and employment outcomes in the next two years and the future”.

In the light of this, the following proposal is aimed at stimulating development activity on existing discoveries by accelerating commercial rationalisation of licence holdings and encouraging the relinquishment of fallow portions of licence.  It also seeks to recognise the very long lead times for technically challenging projects.

This essentially commercial approach is underpinned by an indication of how the Department might use its existing discretionary powers within licences – the proposal as a whole taking the form of a guideline to the application of these powers.

SCHEME

1.
Drawing on the “fallow discoveries” exercises of the past few years, the Department would draw up a list of those discoveries that are fallow from the perspective of the operator:

CLASS (A)
Due to technical or ullage constraints.

CLASS (B)
Due to failure to meet economic or materiality hurdles.

Discoveries still in the initial term of licence would be taken no further.

2.
Discoveries in Class (A) would be placed on the “Accelerator” to promote direction for technical research and development (? Should there by some other process for ullage issues?  Is Accelerator the right vehicle?).

3.
For Class (B) discoveries, the partnership would be formally invited to consider and report on whether there are, within the licence, participants who consider that there is a viable development and whether a re-allocation of interests would facilitate this.  The Department would be willing to sub divide the licence or consider appointing a new operator if this would facilitate activity.

4.
If, after 3 (?) months, the partnership had not found a way to move the discovery to development, the Department would invite them to relinquish that part of the licence containing the discovery.  Alternatively they could seek third-party participation on a “ground floor” (?) basis.

5.
All relinquished discoveries would be placed on a Web Register together with a DEAL linked data package (content? cost?).  Relinquished licences would be included in all subsequent licensing rounds.

6.
All other Class B discoveries would also be placed on the Register (Accelerator?) together with a brief description of the barriers to development and links to DEAL data package.  The Register would act as a shop window for new participation.  (Could the industry agree to common terms for participation?)

7.
If it appears to the Department at stages 4 through to 6 that there is a feasible development scheme for a discovery on the Register which is not being progressed on a commercial basis , then the Department would consider using its powers under the PSPA to require the licensees to develop the field or forfeit the licence.
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