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Macfarlane Backs Exploration 1 Flow-through' Tax Breaks Plan 

Federal Resources Minister Jan Macfarlane 
is pushing a budget plan offering millions 
of dollars in tax breaks to companies 

undertaking risky exploration for o il, gas 
and minera ls, accord ing to a report in The 
Age newspaper. 

Macfarlane confirmed his push for a boost to 
exploration as the CSIRO warned Austra lians to 
prepare for higher petrol prices and fuel shortages. 
Continuing high petrol prices have caused 
concern among senior Howard Government 
ministers, business and economists because of 
the potential effects on the economy. 

But Macfarlane's efforts to subsidise new oil 
and gas exploration face an uncertain future 
before the Government's Expenditure Review 
Committee, otherwise known as the razor 
gang. 

Macfarlane to ld The Age that he favoured 
encouraging exploration through the f low•
through shares scheme, w hich would allow 
investors to claim a special income tax deduction 
and potentially cost the government hundreds 
of mil lions of dollars over four years. 

Meanw hile, in a submission to a Senate 
inquiry into Australia's future o il supply and 
a lternative fue ls, the CSIRO has backed 
increas ing exploration in 
Australia to guarantee supply in 
an increasingly uncertain global 
env ironment. 

"Australia is l ike ly to rely on 
o i l as its pr inc ipal transport 
fuel for the foreseeable future, 
although security and reliability 
of supply are of grow ing concern, 
particularly in the context of 
increasing world rel iance on 
the M iddle East for oi l and the 
growing demand from developing 
economies such as Ch ina and 
Ind ia", the submission said. 
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" The ab il i ty of Australia to 
p urchase any shortfa ll in 
ind igenous liquid hydrocarbons 
could be threatened if countries 
like the US and China lock- in 
supplies w ith long-term contracts. 
A potential option is to develop 
strateg ic relationships w ith 
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countries w ith excess capacity, where Australian 
technology can contri bute to exp loration, 
appraisal and development in return for long•
term supply guarantees." 

"Austral ian o il reserves are under-explored. 
There is a need for ongoing assessment of 
Australia's o il prospects, especially in frontier 
basins, improved exploration techniques and 
maximising recoveries from existing fields", the 
submission said. "All of these have a significant 
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research and development dimension unique to 
Austral ia, which CSIRO is addressing." 

The submission said there needed to be an 
improved perception of Austra lia's prospectivity 
for oil and gas to encourage greater national and 
international investment. "This should include 
developing new appropriate technologies for 
eva luating undiscovered resource potential as 
wel l as ensuring adequate pre-competitive data 
provision in deeper waters." 

Industry should be encouraged to exp lore 
in Australia instead of overseas by investing 
in research and development into improved 
frontier and brownfield exploration, production 
and recovery technologies. 

The submission warned that Australian refining 
capacity would be insufficient to handle the 
antic ipated growth in demand by 2012. It said 
there was a need to investigate alternatives to 
conventional onshore refining. • 
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