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T EC H  TA LK T EC H  TA LK

AS expressively described by F 
Jeffries of Esso, oil exploration is a 
“great lottery”. Chances of success in 
that lottery are always frighteningly 
slim. Horse racing is a better analogy; 
studying form helps to beat the odds.

Exploration in Queensland has reached 
the point where reassessment of 
the odds is feasible in the light of the 
wealth of the information now available 
from petroleum exploration ventures 
within and without the state and from 

laboratory based research into controls 
on petroleum generation, migration and 
entrapment.

Basins, plays and prospects must still 
be evaluated in the light of the seven 
critical factors: presence of reservoir, 
seal, trap, source, timing of trap 
formation relative to fluid migration, 
preservation and producibility.  
Sedimentological and structural/
tectonic modelling, coupled with 
geomechanical data greatly enhance  

the value of raw data from outcrop  
and well sections and from present  
day, much improved geophysical 
techniques. 

The state of exploration in Queensland 
varies from basin to basin, but critical 
reassessment should be a continuing 
exercise for all.  Thereby the odds may 
be repeatedly adjusted, hopefully so 
that punters will still take the chance  
on looking for and – even more 
hopefully – finding petroleum. 

NEW exploration data from the 
Australian Bureau of Statistics reinforces 
the need for clear and consistent rules 
for investment in the Queensland 
resources sector.

Queensland Resources Council (QRC) 
Chief Executive Ian Macfarlane said the 
data shows exploration expenditure is 
up across minerals and petroleum.

“The year on year comparisons show 
an increase in exploration investment 
across all of Queensland’s major 
resources, including coal, petroleum and 
copper,” Mr Macfarlane said.

“If explorers are taking the punt to invest 
in exploration, they must have certainty 
that all subsequent project investments 
will be assessed fairly under a stable and 
transparent set of rules.”

Over the last year mineral exploration is 
up 18%, coal exploration expenditure is 
up 44%, copper exploration expenditure 
is up 40% and selected base metals 
exploration expenditure (copper, silver, 
lead-zinc, nickel and cobalt combined) 
is up 30%. Petroleum exploration 
expenditure is up 39% compared to the 
same quarter last year.

“Queensland had a wake call with 
the recently released Fraser Institute 
ranking showing the state has 
fallen a place to number 13 in terms 
of investment attractiveness,” Mr 
Macfarlane said.

“At the same time Western Australia has 
secured the number two ranking.

“Queensland can’t take its future 
success for granted. The resources sector 

employs 316,000 Queenslanders either 
directly or in supporting industries.

“The Queensland budget would be in 
the red by $4.6 billion this year alone 
without the royalty taxes from the 
Queensland resources sector. The 
majority of those royalty taxes come 
from coal exports.

“To keep these benefits flowing to 
all Queenslanders we need a strong 
resources sector, underpinned by new 
investments and new projects to deliver 
new jobs.”

Dr P.R. Evans, (School of Applied Geology, Faculty of Applied Science, University of New South Wales)
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RESOURCES EXPLORATION FIGURES SHOW  
NEED FOR INVESTMENT CERTAINTY

QRC Chief Executive Ian Macfarlane.

AUSTRALIA’S natural gas sector is 
geographically disparate, where 
the largest reserves and the largest 
consumption centres are separated by 
a 4,000km wide, mainly arid interior, 
with no interconnecting pipelines. 
The largest gas reserves are found in 
conventional fields offshore north-
western Australia, a region that has a 
limited domestic market and a thriving 
LNG export business selling liquefied 
natural gas into Asia. At present, natural 
gas is exported from ten LNG plants 
in Australia with a combined annual 
capacity over 87Mt. Nearly 11Mtpa of 
uncontracted LNG capacity is directed 
to spot market from seven liquefication 
plants in North West Australia. In the 
East, the issue of domestic gas supply 
has resurfaced due to high gas demand 
for export markets along with the 
coupling of the Eastern gas market to 
export markets via three LNG projects 
in Curtis Island that increased gas 
demand in East coast by nearly 3 times. 
The effect of the LNG projects ramping 
up to their full name plate capacity will 
further enhance the gas demand for 
export markets driven by the rising 
consumption in Asia. 

On the supply side, the necessity of 
developing new reserves and resources 
has emerged to avoid a future shortfall 
caused by declining gas production 
from 2P reserves in Eastern Australia. 
Three main producing regions in 
Southern and Eastern Australia are the 
onshore Cooper-Eromanga basins, the 
offshore Gippsland, Bass and Otway 

basins and the coal seam gas basins 
in the Surat and Bowen basins. These 
three regions have supported the main 
industrial and the large population 
centres of the eastern States, as well 
as three new LNG export plants, but 
the known recoverable resources are 
miniscule compared to those of the 
large conventional oil and gas provinces 
of the Carnarvon, Bonaparte, Perth and 
Browse basins in Australia’s North-West 
shelf.

New Supply Options for 
Eastern Australia

The risks of short-term gas shortfalls in 
East Coast market have been somewhat 
rectified by the federal government’s 
introduction of Australian Domestic Gas 

Security Mechanism (ADGSM), which 
assures adequate gas flows directed to 
domestic market from export projects in 
the event of a future shortage of supply. 
Also, the Northern Gas Pipeline (NGP) 
which was commissioned early this year, 
further enhanced the supply available 
to Eastern market via interconnecting 
with new resource base in Northern 
Territory. However, the current 2P 
reserves (developed and undeveloped) 
are projected to be inadequate to meet 
consumption in the long-term due to the 
rapid decline in production beyond 2030. 

Potential new supply options that 
are being explored as long-term 
solutions for Eastern Australia include 
the development of Arrow gas field 
in Surat basin and Santos’s Narrabri 

Sanira Tennakoon, Senior Consultant (Oil, Gas and Energy) - AME Group

LNG vs Pipeline Gas –  
The Battle for Australia’s  
East-Coast Market
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Australia’s natural gas sector is geographically disparate, where the largest reserves and the largest 
consumption centres are separated by a 4,000km wide, mainly arid interior, with no interconnecting 
pipelines. The largest gas reserves are found in conventional fields offshore north-western Australia, 
a region that has a limited domestic market and a thriving LNG export business selling liquefied 
natural gas into Asia. At present, natural gas is exported from ten LNG plants in Australia with a 
combined annual capacity over 87Mt. Nearly 11Mtpa of uncontracted LNG capacity is directed to 
spot market from seven liquefication plants in North West Australia. In the East, the issue of 
domestic gas supply has resurfaced due to high gas demand for export markets along with the 
coupling of the Eastern gas market to export markets via three LNG projects in Curtis Island that 
increased gas demand in East coast by nearly 3 times. The effect of the LNG projects ramping up to 
their full name plate capacity will further enhance the gas demand for export markets driven by the 
rising consumption in Asia.  
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On the supply side, the necessity of developing new reserves and resources has emerged to avoid a 
future shortfall caused by declining gas production from 2P reserves in Eastern Australia. Three main 
producing regions in Southern and Eastern Australia are the onshore Cooper-Eromanga basins, the 
offshore Gippsland, Bass and Otway basins and the coal seam gas basins in the Surat and Bowen 
basins. These three regions have supported the main industrial and the large population centres of 
the eastern States, as well as three new LNG export plants, but the known recoverable resources are 
miniscule compared to those of the large conventional oil and gas provinces of the Carnarvon, 
Bonaparte, Perth and Browse basins in Australia’s North-West shelf. 
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