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INTRODUCTION

This proposal seeks the consent of the Minister for Environment under Section 40(2) of the National Parks Act 1975 to explore for oil and gas in the subsurface area of the lower Glenelg National Park by drilling exploration wells from outside the Park.

The Minister has previously granted consent to Essential Petroleum to undertake a seismic survey in the Park to better understand the subsurface structures that may contain hydrocarbons, in 2003.  

The Company completed the seismic survey in mid 2003 under conditions prescribed by the Minister in the Consent document.  As required by the consent document, the Company’s performance was independently audited. 

Processing of the seismic data and interpretation of the results, whilst still not complete, strongly indicates the presence of structures that may contain hydrocarbons beneath the surface of the Park

Exploratory drilling will now be required to fully evaluate the leads identified and will only take place using drilling rigs located outside the Park.  

The company recognises the Minister’s responsibilities under the National Parks Act to protect Park values, and to give Consent for exploration, within the Park. This consent may also be given with conditions.

The company shares the view that the Minister’s responsibility to protect Park values, extends to considering operations that may impinge on Park values even though those activities take place adjacent to, but outside, the Park boundary.

The company also recognises the responsibilities of the Minister for Resources in administering the Petroleum Act 1998 to give written consent under S138 and to ensure that the detail of any proposed drilling operation is adequate under S161.  This detail must be contained in an Operations Plan, which must be accepted by the Minister before any operation can commence.

Essential Petroleum recognises that its commitment to being environmentally responsible requires a broad, holistic view of its potential effect on environmental quality. Consistent with this, it has recognised that there are both potential on-site and off-site effects of its operations on Park values in the lower Glenelg National Park,.  

The proposal looks at these effects in the following way:

Activities in the Park are detailed in the proposal in line with the Consent conditions previously required by the Minister for the seismic survey in the Park.   There will be no company activity within the Park on the surface as a consequence of this application.

The only sub-surface activity in the Park is the entry of a drill hole (or holes) at about 500 metres below ground level which will then continue down to about 3000 metres.  This is well below the limestone layer ensuring that any cave systems within the Park cannot be affected.

Activities sited outside the Park  are discussed in detail in the proposal.

Surface issues include disturbance to visitors, fire, soil contamination, threatened species, weeds and pathogens.

All drilling site areas within which the drilling rig will be located have been selected to minimize the risks to these Park values.  For example, any effects on the habitats of threatened species have been assessed in conjunction with local Park Managers and the drilling site areas have been selected to minimize any impacts on known habitats of these species.  Location and representative photographs of each describe the drilling site areas.  Within the photographed area, the sites will be located on either cleared pasture, wide firebreaks or within pine plantations to minimise risk to park values.

Fire issues will be dealt with in conjunction with the fire authorities and within the Regulations.  Weeds and pathogens will be controlled by vehicle and equipment wash-down where appropriate.  Visitor disturbance will be addressed by locating the drilling operations well away from campsites and the small crews required for operating the rig will ensure minimal additional traffic on roads that access the Park.  A typical vehicular fleet during a drilling operation would involve a maximum of 5 four-wheel drive cars.  Once off mobilization and de-mobilisation of the drilling equipment will involve the use of 2 to 3 semi-trailers with approximately 7 to 30 loads over a period of 3 to 4 days, depending on the size of the drilling rig.  None of these vehicles will require the use of Park roads.

In the sub-surface, risk of fluid transfer into possible caves in the Limestone layer will be mitigated through the use of a small drilling rig to drill and case a preliminary hole (or holes) before the main drilling program commences.  This will ensure that there is minimal risk to any caves in the limestone outside the Park.  The drill will not enter the Park until well below the limestone layer.

The essence of the proposal is that the drilling program at any one site will only be for 3 to 4 weeks and the company will probably only drill up to 2 holes per year.   The selection of specific drilling sites will be within the area of the locations described and the specific (pegged) locations will be selected in conjunction with local Park managers.  Photographs in the proposal show the areas in which the drill sites will be located.  .  All sites are on private property or land held under perpetual lease for plantation purposes.  Each location has been carefully selected in the company of local Parks staff to minimise risks to Park values whilst economically accessing leads within the sub-surface of the Park.

Impacts on Park values are therefore minimal due to techniques used and site selection outside the Park.

BACKGROUND

Essential Petroleum Resources Limited (Essential Petroleum) was awarded a petroleum exploration permit by the Victorian Government over an area of western Victoria known as PEP 151 to explore for oil and gas. 

Essential Petroleum is an Australian public company formed for the express purpose of exploring parts of south western Victoria and eastern South Australia (known as the Otway Basin) for oil and gas.  Essential Petroleum was incorporated to apply for newly gazetted areas in October 1999 and was listed on the ASX in February 2001.  It has the technical skills and knowledge to find and develop hydrocarbons as it’s highly experienced directors have previously worked for many years in the oil industry both in Australia and overseas.  They also have a detailed knowledge of the geology of the area.  
The Lower Glenelg National Park (LGNP) falls within PEP 151 and the Company undertook a seismic exploration program in 2003, following Ministerial Consent under Section 40 of the National Parks Act, to more fully understand the geological structures prior to drilling.  The seismic program was successfully completed in June 2003 and analysis and interpretation of the results, whilst not yet completed, has provided strong indications of sub-surface structures that may contain hydrocarbons.   Exploratory drilling will now be required to fully evaluate the leads identified and will only take place from drilling rigs located outside the Park.  This proposal is tendered in accordance with Section 40 of the National Parks Act 1975 seeking the consent of the Minister to drill exploratory wells into leads in the sub-surface of the LGNP. 

Essential Petroleum recognises that its commitment to being environmentally responsible requires a broader, holistic view of its potential effect on environmental quality. Consistent with this it has recognised that there are both potential on-site and off-site effects of its operations. Since all drill sites will be located outside the LGNP, the surface effects will only emanate from outside the LGNP ie. off-site.  In consultation with Parks Victoria, the Company has identified site locations to ensure that off-site effects, such as noise and disturbance impacts on Park values, will be minimal.  The drill will enter the LGNP below the limestone layer, some 500 metres below surface. This is to ensure that there is no possibility of encountering caves within the boundary of the Park.  The below surface impacts within the LGNP boundaries are essentially a drill hole(s) into the sub surface layers of the park, targeting the leads identified. 

The Company fully understands that the role of the Minister is to ensure that natural and cultural assets are managed to secure social, economic and environmental benefits for current and future generations. Essential Petroleum embraces and endorses that role and firmly believes that the proposed exploratory drilling program beneath the surface of the LGNP will build on the work done following the Minister’s Consent to do a seismic survey and will contribute to the social and economic outcomes of the State without compromising the conservation of environmental and cultural assets.

The project has the potential to discover hydrocarbon reserves in quantities sufficient to create significant business and employment opportunities in Victoria’s western regions, stimulate investment into new Victorian energy and petrochemical related projects, provide revenue through royalty for Victoria and contribute to the replacement of Victoria's dwindling oil reserves.

Since the Company was formed it has quickly developed a strong reputation for meeting its performance commitments. The Company has already drilled 4 wells, been awarded offshore permits VIC/P46. and VIC/P50, completed seismic surveys in VIC/P46  and  in PEP 151 in and around the LGNP.

Pertinent achievements to date also include:

· Excellent relationships developed with the Gunditjmara People where a Consent Deed and Section 31 agreement are in place and the signing of a Production Agreement is imminent.

· An Independent risk assessment on the LGNP was completed prior to the seismic survey and the survey was independently audited by the University of Ballarat following its completion.

· Archaeological survey of the eastern end of the LGNP was completed, and further areas were assessed in conjunction with the Gunditjmara People before and during the seismic survey program.

· Good working relationships developed with DPI, DSE, Parks Victoria, Local Government and landowners.

Seismic Program

The purpose of the seismic survey was to properly understand the sub-surface structures and to determine its drilling targets precisely.  Such a survey was designed to tell us not only where to drill, but also whether to drill at all and has almost certainly removed the need for any future seismic exploration on the surface in the Park.

As is done with any key Company operations an operations manual for the seismic program was produced to ensure that all aspects of the program are well documented and can be audited.  This approach will, as a matter of course, be followed for any exploration drilling program.

Environmental and Cultural Heritage Policies

Essential Petroleum recognises the impact that exploration for, and exploitation of, oil and gas may have on the environment, on cultural heritage and on the welfare of the community.  In order to ensure a commitment to the responsible care and management of these critical issues, Essential Petroleum has developed policies that form the foundation for our transparency of performance in these areas.  These policies are available on the Company website www.essentialpetroleum.com.au and are attached in Appendices 1 and 2 for information.

Environmental Management Plan

Essential Petroleum has an Environmental Management Plan to ensure that its operations will achieve the objectives of these policies. This plan is based on ISO 14000, using the Coalition for Environmentally Responsible Economies Society (CERES) and Australian Petroleum Production and Exploration Association (APPEA) guidelines that are appropriate for our operations. 

The development of new oil and gas reserves is a vital ingredient in maintaining society's current lifestyle. Essential Petroleum believes that mineral and hydrocarbon extraction is important and it is committed to operating in an environmentally responsible manner. The Environmental Policy sets overall objectives, which are implemented, in the Environmental Management Plan (EMP). 

In addition to the broad philosophies of the Policy, the EMP will contain specific commitments for the exploration drilling program.  In addition it will:

· Recognise that, within the area it is licensed to operate, there are areas of high environmental and social sensitivity that need additional care and respect. 

· Consult with interested parties and the public. 

· Commit to performing an Environmental and Cultural Heritage Review of production plans prior to designing, building and commissioning stages of the project.  This will include minimising production sites and restricting these to non-sensitive areas where possible.

Finally, Essential Petroleum has adopted the key elements of the internationally recognised CERES principles, one of the international codes of practice for environmental management. The CERES principles were developed and designed to be adopted by industries, including the petroleum industry, to provide reassurance to both customers and investors that Company management is acting properly and responsibly. 

Traditional Owners

All Crown land within PEP 151 is subject to a Native Title Claim by the Gunditjmara people.  The LGNP is a most important part of this claim and the award of PEP 151 to Essential Petroleum by the Victorian Government was provisional on the company reaching agreement with the Gunditjmara people.  The company has signed an Exploration Project Consent Deed with the Gunditjmara people and a Consent Deed pursuant to Section 31 of the Native Title Act 1993 (Cth) with the Gunditjmara people and the State of Victoria.  Essential Petroleum has been working with the Gunditjmara people since mid 2000 to understand the deep significance of these lands to the local people and has signed the Consent Deed and Section 31 Agreement with them on the basis of mutual respect and obligation.  The next stage of the process, a Production Agreement, has been agreed and will be formally signed shortly. Each stage of our project has been discussed with the Gunditjmara people and their input has been vital to planning operations which take into account the spiritual and cultural significance of the land to them. Site inspections and monitoring have been carried out by site monitors appointed by the Gunditjmara people and contracted by Essential Petroleum for these tasks.  The planned drill localities have been approved under this process and the specific drill sites will be assessed for significance through this process when they are able to be better defined by the completion of the seismic data analysis.

Other Interested Parties

Essential Petroleum is committed to dealing with the interests and sensitivities of interested parties. It has demonstrated this commitment in practice to date and has worked closely with local government, Parks Victoria, Department of Sustainability and Environment, Department of Primary Industries, Native Title Services, land managers and the Gunditjmara in developing its plans.  It established close working relations with these bodies during the stages to date and will continue to build on these in the next exploration drilling and production stages.  These relationships will ensure that Essential Petroleum's operations will continue to be integrated with existing land use management constraints.  

Benefits to Victoria

With the known oil and gas reserves in the Gippsland Basin declining it is very important that new discoveries can be made and brought into production to maintain the required energy resources for the country.  The early indications from the Seismic survey completed in 2003 are that there is a very good probability that oil or gas will be discovered in commercial quantities in PEP 151.  Commercial success will transform the rural economy, centred in Portland, with the development of any newly discovered resources.  This in turn will have a multiplier effect on the community through the addition of jobs and skills to the region.
The area is well placed to link with existing and developing energy grids in Victoria and South Australia and thus, development of significant hydrocarbon discoveries can be economically added to the network.  

The Victorian Government is entitled to a 10% royalty on EBIT for any commercial discoveries of oil and gas. A statistical probability analysis of hydrocarbon reserves has been performed, taking into account all the data available from stratigraphical and geological work, terrain modelling and field inspection sources.  The approach considers the chance of success, from lowest to highest, of making a discovery and shows that the most likely oil reserves in PEP 151 range from 45 to 273 million barrels.  At a net price per barrel of AUD$35.00, discovery of these magnitudes is worth from AUD$1,575 million to AUD$9,555 million.  At a 10% royalty this could bring up to $955 million to the government representing the people of Victoria.

MINISTERIAL CONSENT FOR SEISMIC EXPLORATION

Ministerial Consent under Section 40 of the National Parks Act 1995 to undertake seismic exploration in the LGNP was given in February 2003 and this had no force until it had been tabled in both Houses of Parliament for 14 sitting days.  The Consent was subject to a number of conditions that formed part of the Consent document.  These conditions covered a comprehensive set of issues designed to protect the values of the LGNP and to ensure that the company operated in a responsible manner and communicated with the managing authorities at all times.  It also provided for the project to undergo an independent audit of performance.  This audit was performed by the University of Ballarat and found no detrimental effects on Park values from the seismic survey.

The Ministerial Consent for Seismic survey described a number of issues and actions that had to be undertaken by the Company.  We have dealt with these issues and proposed management actions to prevent impact on park values on the surface of the park.  The issues of the impact on the Park at depth underneath the surface have been approached using the ISO 14000 framework of assessing the risks and developing management plans to avoid these.  This will ensure that the cultural and environmental values are maintained.   

PROPOSED LEADS FOR EXPLORATORY DRILLING

The interim results from the seismic survey indicate a number of geological anomalies worthy of further investigation.  Because this is a somewhat iterative process, approval is sought for a “bundle” of 8 possible wells, some of which may not be required depending on further interpretation of the seismic data and from results of exploratory drilling.

If the Company is to meet commercial commitments and licence requirements and conditions, it will need to drill an exploratory well in PEP 151 in 2004.  The seismic program design was modified to meet environmental objectives and this resulted in the analysis being complex and not finalised at this stage.  We have however progressed to the stage that we are confident that we have identified the most likely leads and well locations within the LGNP.  We are applying for Ministerial Consent at this time so that there is sufficient time for this application to be processed through the required stages, including laying before Parliament for 14 sitting days, to meet the schedule to drill in 2004. 

There are 3 main possibilities for drilling wells into the sub-surface areas of the Park depending on the position and geology of the targets.

These are:

1. Drilling vertically from outside the Park to access a lead that is partly within and partly outside the “footprint” of the Park

2. Drilling a deviated hole from outside the Park that enters the sub-surface of the Park to access a lead that is partly within and partly outside the “footprint” of the Park

3. Drilling a deviated hole from outside the Park that enters the sub-surface of the Park to access a lead that is wholly within the “footprint” of the Park.

All three scenarios are possible at this stage and the following section will outline the details of each lead, the geology of the various layers intersected and the reasons for wishing to access that lead.

The following facts are common to all scenarios:

· No drilling will ever be undertaken on the surface of the Park

· Drilling plant will be located to ensure that no harm is done to the Park values or to the cultural or environmental values of the areas outside the Park  

· Appropriate buffers and risk management techniques will be employed to ensure that any impacts are minimised to a level commensurate with existing Park values.

· Future production facilities, if appropriate, will be located outside the Park to minimise risk of impact on Park values.

· Where a hole is drilled that enters the sub-surface of the Park, it will only be a maximum of 42 centimetres in diameter and will be cased to prevent any leakage of fluids or discovered hydrocarbons into the surrounding sub-surface areas.

· Drilled holes that are deviated to enter the sub-surface of the Park will be at least 500 metres from the surface of the Park when they cross the sub surface boundary of the Park.  As the formation of caves is considered to be confined to the limestone layer, this will ensure that no caves within the park are contacted during the drilling program. 

Detailed maps, diagrams and tables graphically show the development of the project from the seismic survey to the Leads and indicative well locations and an outline of the indicative drill plan.  Additional information is provided to show the various depths below the surface of geological formations and indications of the thickness of the limestone layer.

1.
LGNP and Nelson Seismic Survey

This map shows the seismic lines acquired during the 2003 seismic survey and the relationship between the survey and the Lower Glenelg National Park.  This program is a smaller one than originally planned due to financial and weather constraints.  The survey was planned to cover this area because the known geology of the park indicated the best possibilities in PEP 151 for anomalies that could contain hydrocarbons.
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2.
Contour Map of Top Dilwyn Showing Leads

This map is the preliminary analysis of the seismic survey showing possible leads.  The colour variations (other than the leads shown in yellow) are only a graphical representation of the subsurface topography of the Dilwyn Formation.
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3.
PEP 151 Leads: Indicative Well Locations

This map is an early indication of possible well locations based on the leads identified.  Factors discussed later in this submission may lead to changes in location to accommodate important environmental and economic considerations. At present there is no ranking applied to these leads because the detailed exploration analysis is not complete.
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4.
Indicative Drill Plan for Lead within Park Area

This diagram shows the general approach to drilling under the Park from drill sites located outside the Park.  Distances and depths are indicative only and may be varied based on environmental and geotechnical considerations.
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5.
Indicative Well Depths PEP 151

This table shows the indicative depths of the various geological formations.
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6.
Limestone Thickness PEP 151

This map gives contours of limestone thickness across PEP 151.  This reinforces the plan to avoid drilling through fractures or caves in the Park.
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RISK ASSESSMENT 

Environmental Risk Assessment will be carried out using the ISO 14000 concept of identifying activities and considering their potential impacts (risks) on the environmental quality designated or desired in the location of the site. In this case the objectives for environmental quality are considered to be the Park values inside the boundary of the park, the existing uses of the area potentially affected outside the park and the influence on Park values from company operations outside the Park.  

These can be considered in the following manner:

1. Impacts on Park values inside the Park boundary will be assessed as on-site impacts, either as surface or sub-surface issues

2. Possible impacts on Park values from activities based outside the Park will be assessed as off-site impacts either as surface or sub-surface issues. 

3. The Operation Plan will be consistent with Essential Petroleum's commitment to environmental responsibility and will ensure that it does not cause unacceptable impacts to Park values from outside the park boundary.

This means that we will have considered the impacts of the company's planned activities on the existing uses and environmental quality and developed plans to mitigate and prevent these from occurring. 

Our objective in taking this approach is to ensure that there are no adverse impacts on Park values, both short term and long term. 

For each activity we have considered the impact of the operations under normal, abnormal and emergency situations and have dealt with the impacts under the Environmental Management Plan to ensure that these do not occur in practice. This approach ensures that we have systematically considered the best and worse cases for the planned operations and considered both on-site direct and off-site impacts. The detailed items are discussed below. 

ON-SITE ISSUES

1. SURFACE ISSUES

These have been considered in detail during the seismic survey process:

· In the initial design of the seismic survey

· in the approval for seismic survey, 

· in managing the seismic survey itself and, 

· as part of the independent audit of the seismic program that followed. 

It is considered that most of these issues will not be relevant to this exploration phase, as no activity will take place on the surface of the Park. There will never be a drill site within the Park boundary on the surface and the company sees no need for this phase of the exploration (or a subsequent production phase if leads prove to be viable) to even require company personnel or equipment to ever enter the Park.   It should also be noted that there is no change in company policy for activities either inside or outside the Park.

The areas that were of concern and were detailed in the Ministerial Consent conditions for the seismic survey should all be now considered in the context of the proposed exploration wells drilled from outside the Park.  These are:

A. Flora and Fauna (including management of these)

As there will be no company activity within the Park on the surface, or within the known environment of surface or underground dwelling plants or animals, it is considered that there will be no on-site impact to these values.  Issues of noise, water and air pollution that may have an off-site (or indirect) effect on habitat will be considered later.   Consideration of the impacts on known, threatened species in the Park will be discussed in the off-site section below.

B. Archaeology and Heritage Sites (White and Aboriginal)

As there will be no company activity within the Park on the surface, nor within the known levels of human habitation in the last 1 million years, it is considered that there will be no on-site impact to these values.  Sub-surface caves in the limestone layer will be discussed below.

C. Cultural Issues (Particularly Aboriginal)

As there will be no company activity within the Park on the surface, nor within the known levels of human habitation in the last 1 million years, it is considered that there will be no on-site impact to these values. There will, however, be continuing consultation with the Gunditjmara people, within the current exploration agreement, to ensure that this is the case.

D. Human Remains

As there will be no company activity within the Park on the surface, nor within the known levels of human habitation in the last 1 million years, it is considered that there will be no on-site impact to these values.  Current legislation will, of course, apply to any areas outside the Park where disturbance from drilling may encounter human remains.

E. Reference Areas

As there will be no company activity within the Park on the surface, this will not be an issue.  Furthermore, the location of the current leads are well away from the Reference Areas designated in the Park.

F. Plant Diseases and Noxious Weeds

As there will be no company activity within the Park on the surface, or within the known growing environment of surface or underground dwelling plants, it is considered that there will be no on-site impact to these values.  Air pollution issues and possible import of weed seeds that may have an effect on Park values will be considered later.

G. Soils – Disturbance and Contamination

As there will be no company activity within the Park on the surface, there will be no on-site soil contamination issues.  Off site issues that may impact on the Park will be discussed below. 

H. Streams and Water Quality

There will be no company activity within the Park on the surface, it recognises that it will be operating in parts of the catchment of the Glenelg River and its tributary streams.   Measures will be taken to ensure that the drilling rig is located, and that there are appropriate spill mitigation procedures in place, to ensure that there will be no possibility of any adverse impact on Park streams or water.

I. Roads, Tracks and Vehicles

As there will be no company activity within the Park on the surface it is considered that there will be no on-site impact to these values.

J. Disturbance to Visitors (or other licence holders)

As there will be no company activity within the Park on the surface it is considered that there will be no on-site impact to these values, with the possible exception of noise, light or air pollution.  These will be addressed below.

K. Noise

As there will be no company activity within the Park on the surface, there will be no on-site noise issues. Off site issues that may impact on the Park will be discussed below.

L. Waste Materials

As there will be no company activity within the Park on the surface, there will be no on-site waste material issues in the Park.  

M. Fuels and Lubricants

As there will be no company activity within the Park on the surface and no need to transport materials through the Park, there will be no fuel and lubricant issues resulting from Essential Petroleum's activities which impact the Park 

N. Sanitation, Camping etc

As there will be no company activity within the Park on the surface, there will be no camping or sanitation issues in the Park

O. Fire

As there will be no company activity within the Park on the surface, there will be no on-site fire issues. Off site issues that may impact on the Park will be discussed below.

2. SUB-SURFACE ISSUES

These arise where the drilling program enters the Park boundary below the surface at a depth of at least 500 metres.   Issues for consideration are:

A. Archaeology and Palaeontology
Due to the minimal amount of disturbance from a single hole (that is unlikely to ever exceed 50 centimetres in diameter) in the sub-surface at depths greater than 500 metres, any adverse impacts on these values within the Park are most unlikely.  Core samples from the drilling will be analysed in the varying geological formations (e.g. Pebble Point formation, Waarre Sandstones) to check for any fossil evidence that could be of significance.  This information would be made available to the relevant Government and research bodies if appropriate.

B. Groundwater and Fluid Transfer

There is a clear possibility that groundwater reservoirs and aquifers will be crossed during the drilling operations.  Given that the drill will enter the park at 400-600 metres below the surface and below the limestone layer any surface aquifers will be encountered at a vertical depth outside of the park. The initial vertical drill hole will be cased wherever there is any risk of transfer of fluids between the drill hole and the surrounding sub-surface structures before proceeding beyond this stage. This casing will prevent interaction between the hole and the surrounding structures, such as fissures or caves, and any underground aquifers.  The remaining drilling to target depths will result in a hole of normally between 15 to 25 centimetres in diameter that will also be cased in situations where inappropriate fluid transfer could occur. The normal monitoring of the borehole will enable identification of the various strata penetrated.  If the hole is likely to be used for future production, it will be cased.  If such a hole proved to be of no future use it would be filled with cement plugs to restore the sub-surface structural integrity and abandoned.

Once below the limestone layer the drilling process involves drilling with a high density drilling "mud" to ensure that there is no possibility of invasion of fluids from the surrounding geological structures into the drill hole.  Mud levels in the hole are constantly monitored to ensure that any loss of mud outside the hole is detected.  Should a specified percentage (say 10%) of loss occur, the drilling process is stopped and lost circulation materials will be added to the mud to seal the borehole.  This ensures that no significant quantities of mud will contaminate the sub-surface aquifers beneath the Park via fractures vertically.

C. Stability of structures following drilling

During the phase of exploratory drilling, there will be little or no extraction of sub-surface fluids (either water or hydrocarbons) and thus the possibility of any disturbance to surface or sub-surface structures is negligible.

The question to be answered in the future, should the drilling encounter commercial quantities of hydrocarbons or artesian water, is whether there will be any subsidence or movement in the land as a consequence of the extraction process.

There is no evidence to suggest that oil and gas extraction from geological structures underlying PEP 151 will have any effect on ground movement.   Local water authorities consulted indicate that they have no concerns on this matter from this proposal.     We will continue to seek additional expert advice on this issue, and will act accordingly.

OFF-SITE ISSUES

Where activities take place on land adjacent to the Park, there is a risk that some of the Park values may be impacted.  These will be considered as surface and sub-surface issues.

1.
Surface Issues

The possible impact on Park values associated with the placement, operation and servicing of the drilling rig and the ongoing management of the drilling site are considered below.

Placement

The drilling site will always be located outside the Park boundary.  The choice of site will need to consider a range of issues to ensure that there are no off-site effects on Park values.  These will be specified in the Operations Plan and will conform to all pertinent Legislation and Regulations. We have selected drill site localities in consultation with Parks Victoria personnel to ensure that the off-site effects will have minimal effect on park values.  All drill sites will be located within these localities which are described further in the next section.

After further seismic analysis is complete a more precise definition of the drill sites will be possible within each of these drill localities.  The selection of the final drill locations will be done in consultation with Parks Victoria personnel to have minimal impact on Park values.  As a further protection for the Park we will have a small drill mobilised to drill into the limestone layer to ensure that the initial spudding of the final hole does not encounter caves.  This drill hole will be cased and cemented to ensure that drilling muds cannot escape into surrounding limestone and hence into the park through fissures in the limestone layer. This pilot drilling program is normally not part of a drilling program and has been specifically designed to add environmental security to the program. The benefit of using a small mobile drilling rig at this stage is that any problems encountered with fissures or caves can be quickly overcome by shifting the spudding location of the main rig.  Pilot holes, which are not to be used for spudding, will be sealed with cement.

The Drilling Site

The site will usually cover an area of 0.5 to 1 hectare and drilling will take place over 3 to 4 weeks.  Some operational testing could continue for a period after the drilling rig is dismantled and the associated equipment removed.

A typical site would contain the drilling rig, portable operational buildings (office, lunch room, data logging room etc), pipe storage, mud tanks, fuel supply and generators.  It would be surfaced with hard standing, and this is generally removed at the completion of site use.  Only uncontaminated material would be used on the site.  Drilling mud, water storage and fluid recycling are all contained on site within bunded areas to ensure no off-site contamination.  A "flare pit" into which a pipe from the rig is directed, is used for testing and burning off any gas found under controlled conditions and will only occur with the full cooperation and approval of local fire authorities.  In the event of a hydrocarbon discovery, a test may be conducted.  This would involve the flaring of hydrocarbon into the flare pit.  Testing would normally occur in daylight hours only for a period of up to 10 hours.  Tests are only conducted with the approval of DPI and are subject the approval of the CFA.  Pressure regulation systems within modern drilling rigs are designed and operated to ensure that there is no uncontrolled release of fluids that could cause off-site contamination.  Furthermore, the known geology of the Otway Basin makes the possibility of an uncontrolled flow situation highly unlikely.

The drilling mud used will be a water based KCl-PHPA -Polymer type which is approved by the Environment Protection Authority for disposal to a non-secure land fill ie. Considered as equivalent to normal solid waste.  The consumption of this material will be carefully monitored during drilling to ensure that any losses in circulation are detected and the loss of drilling mud investigated and stopped before continuing.  This is to ensure that drilling muds are not lost into the surrounding structures or fractures.  If such an event occurs then the existing hole will be cased and cemented in the loss zone to prevent further losses during drilling operations.

Production facilities, including collection at the well head and pipes to and from these facilities, will be located outside the park boundaries and their siting will be directed by the company policies for environmental responsibility, including the avoidance of deleterious effects on Park values. This will be subject to detailed analysis including environmental risk assessment in the development of the EMP for the site and its operations.

The photograph below shows a typical drilling rig and site (photograph 1).
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Following drilling, a typical Christmas tree (surface valve assembly) and protective cage surrounding a production well is shown on photograph 2.
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Seven possible sites are proposed that will access leads within the Park boundary from outside the Park (see Enclosure 1).  These have all been assessed by the company with Park staff and a brief description of each site, with photographs, follows.  Individual sites, with direction of photographs, are shown on the three included photomaps.  The site names are those on the Plan showing Indicative Drill Site Locations, 2004.
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Simpsons 1

This site is over 2.5 kilometres form the Princess Margaret Rose Cave and 2 kilometres from the nearest campsite.  Drilling would be located on the firebreak or in the adjacent young pine plantation to the north of the Park.  The cliff top vegetation is stunted stringybark with Coast Wattle understorey and is not considered suitable owl habitat.


[image: image14.wmf]Simpsons

1



[image: image15.wmf]Simpsons

1



[image: image16.wmf]Simpsons

1


Lasletts 1

This site is 2.1 kilometres from the identified Bat cave and is lower than the cliff top.  The adjacent Park vegetation is very similar to Eaglehawk 1 and 2.  The nearest camp ground (Hutchinsons) is on the river and is over 600 metres away.
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Simpsons 2

This site is on cleared farmland south of the Glenleg River and presents no environmental issues for the Park.
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Eaglehawk 1

The drilling would be located on or near the firebreak between the Park and the pine plantation.  Park vegetation comprises Brown Stringybark with an understorey of Ti- Tree, Bracken and Xanthorea.  Habitats of significant species are not considered by Park staff to be threatened.   There are no nearby camping grounds.
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Eaglehawk 2

The drill would probably be located either on the pine plantation firebreak to the north of the Park, or in the adjacent cleared paddock.  The Park vegetation is the same type as Eaglehawk 1 with the same habitat conclusions.
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Eaglehawk 3

The drill would be located on or near the firebreak of the pine plantation west of the road that runs along the park boundary.  Park vegetation is the area is predominantly Brown Stringybark and Manna Gum over a Coast Wattle and Blackwood understorey.  The area is not considered suitable habitat for Powerful Owl (no Native Cherry) or Red Tailed Black Cockatoo.
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Bulley Ranges 1

This site would be located on the firebreak adjacent to the pine plantation to the west of the Park.  This area of the Park was burnt by wildfire in 2000 and the area is now recovering.  Predominant species are Brown Stringybark, Coast Wattle, Bearded Heath and Golden Wattle. Parks staff do not consider that drilling on this site presents any habitat issues for significant species.  There are no camping facilities in the vicinity of the site.
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Disturbance to Visitors and Other Licence Holders 

As the drilling operation runs for up to 24 hours a day, any disturbance to park users would be on account of noise or lights on the site during night operations. The drill site locations selected will ensure that the drilling rig is far enough from the Park, and that there are appropriate procedures in place, to ensure that the State Environment Protection Policy for Noise is complied with, and that there will be no possibility of any adverse impact on Park users.  Siting of the drilling rig will also be chosen to avoid noise or light impact on camping grounds and other popular visitor points in the Park.  This will also take into account the visual impact of the rig during the drilling phase.  The main visual impact of a drilling operation is the derrick which sits above the floor of the drilling rig.  The derrick is between 20 and 30 metres high which in most locations will be less than the height of the mature pine forests and the native forest.  The transient nature of the drilling operation will ensure that the visual impact is restricted to the drilling period of 3 to 4 weeks.  All of the above possible sites have been selected to conform to these criteria.

Soil Contamination

Measures will be taken to ensure that the drilling rig is located with appropriate buffer zones, and that there are spill mitigation procedures in place, to ensure that there will be no possibility of any adverse impact on Park soils.  

Fire

The possibility of a fire in the Park being caused by drilling activity is considered to be a low risk due to the normal design and placement of a drilling operation.  The risk to the drilling rig of fires that were generated by, say, campers in the Park is seen as more of a risk for drill sites to the south of the park in summer.  Accordingly, measures will be taken to ensure that the drilling rig is clear of vegetation and flammable material, and that there are appropriate procedures in place, to ensure that all Fire Regulations and standards are met and approved by local fire authorities.  This will ensure that there will be no possibility of any adverse impact on Park values that exceed existing fire protection or prevention risks on neighbouring land.  

Further, there will be close liaison with Park staff on fire protection issues, particularly if the drilling is to take place in the declared fire season.  The detailed Operations Plan, approved by the DPI must include a fire operations plan.

Threatened Species

Parks Victoria staff have provided a list of species, both terrestrial and aquatic, that are considered to be at risk from elements of the drilling operation.  The Company has taken into account the habitat requirements of these threatened species and worked through the issues with park management staff and Flora and Fauna guarantee staff, including field trips to ensure that these habitats are not impacted by the proposed drilling.  All of the drill site localities have been visited by Parks Victoria personnel and are considered to have minimal impact on these species. The company has taken into account all the issues raised on this matter and has designed its operations to ensure that they pose no additional risk to these species.

The following species have been identified as significant by Parks and Flora and Fauna staff:

Southern Bent Wing Bat

One proposed drill site was thought to be close to a known maternity cave for this species.  A field investigation by the company in consultation with Parks Victoria personnel has identified the cave near McLennans Punt, some 2.5 kilometres from the nearest proposed drill site.  The cave entrance faces south and overlooks the Glenelg River – the major feeding zone for this species.  The nearest proposed drill location is well above the cliff face along the river and any impact on the colony by the exploration proposal is considered to be minimal.

Four Aquatic Species - Glenleg Freshwater Mussel, Glenelg Spiny Crayfish, Variegated Pigmy Perch and Yarra Pigmy Perch.  

It is important to ensure that no impacts from the drilling end up in the Glenleg River if these species are not to be impacted in any way.  All proposed sites are well above the cliff top and the drainage direction is away from the river.   In the unlikely event of spillage from a site not being contained on-site with the special precautions required under the operations plan (bunding, closed systems etc) , pollution of the river is not possible.

Powerful Owl

This species requires a large range area and the only site known to Park staff is in the lower reaches of Curran’s Creek on the north side of the Glenelg River.  The owl requires trees with a large (25 to 30 cm diameter) hollow in the trunk of the tree and prefers surrounding stands of Native Cherry for the males to roost in.  The breeding season usually runs from May to October, with the early part of the cycle (bonding and nesting) being most important with respect to disturbance.  The nearest proposed site would be over 2 kilometres from the Curran’s Creek site and Parks staff consider that there is no risk to the owl.   All other sites have been assessed for suitable owl habitat and none of the sites inspected appear to meet the criteria required.

Red Tailed Black Cockatoo

Parks staff advise that there are no known nesting sites in the vicinity of the proposed drill sites and that the species is not usually sighted this far south.  They require trees with large hollows – either in the trunk or in “spouts” – for nesting and a forest of Brown Stringybark as a food source.  The Park has extensive stands of Brown Stringybark, but most of the mature trees are too young to form the type of hollow required by the Cockatoo

Rufous Bristlebird

This species is regarded by the Park staff as common, but it is covered by an action statement under the Flora and Fauna Guarantee.  Fragmentation of habitat is considered to be the greatest threat to this species and the proposed exploration program will not remove any park vegetation.

Weeds and Pathogens

Access to the drill site localities will not require the use of roads within or through the park.  Access routes will be specified to all company and contractor personnel to ensure that vehicles do not traverse the park. Access will be via public roads and existing fire breaks. There is a possible off-site effect from contamination of the Park by vehicle borne weed seeds or other pathogens.  The company will ensure appropriate washdown of machinery and vehicles if they were travelling in an area that posed a threat to the Park. 

2.
Sub-Surface Issues

Sub-surface issues will all be managed through the Operation Plan required under the Petroleum Act (and under the Consent conditions as before).   The only issue that appears to be of possible concern is that of Groundwater and Fluid Transfer.  The risk mitigation process for this issue has been outlined in the section above.

AUDIT

In considering all these issues, it should be borne in mind that the seismic survey program was carried out on the surface of the Park and was independently audited.  The audit report concluded, in part, that:

· there was minimal impact on environmental values within the Lower Glenelg National Park and surrounding areas

· the company worked well with all stakeholders, with no unresolved complaints relating to property damage or disruption to agricultural, recreational or other activities within the survey zone

· based on data and advice sought and received throughout the planning process, the company was prepared to modify plans and practices to minimize environmental impacts.

SUMMARY

The major points of the proposal seeking consent to access the sub-surface of the Lower Glenelg National Park to explore for oil and gas through the drilling of exploratory wells are:

· The project has great potential benefits to Victoria – regional development, import replacement and new energy resources

· Consent has been obtained from Traditional Owners

· There are compelling geological and seismic survey results providing leads within the LGNP

· A seismic program was the only incursion in to the surface of the Park

· No drilling or production surface facilities will be located in the Park at any time

· There will be minimal impact over normal Park use
· There has been a long and detailed negotiation process with Parks Victoria and other government bodies.

· Essential Petroleum is an Australian company based in Victoria with strong environmental credentials, a clear understanding of the need to preserve and protect National Park values and a proven performance record

The Company is acutely aware of the importance of a National Park to the community and of the values that need to be protected.  It also understands the significance of the land to the traditional owners.  Accordingly it has been working with Park managers, government regulators, the traditional owners and a number of consultants (archaeological, environmental, natural resource and legal) over the past 3 years to ensure that this proposal is of the highest integrity and that it does not propose anything that will increase the risk to Park values.
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