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PETROT.1~1JM(STIBMThRGED LANDS) (ROYALTY) AMENDMENT BELL 1991

OUTLiNE

The Patroleum(SubmergedLands)(Royalty) Act 1967 andthe Petroleum

(SubmergedLands)Act 1967 form the baselegislationupon which the

Commonwealthlevies royalty on thoseoffshoreareasnot coveredby the

provisionsof the PctrnlenniResourceRentTax AssessmentAct 1987.

2 Royaltyis levied asapercentageof the wellheadvalueof petroleum

recoveredfrom a licencearea. Thewellheadvalueis calculatedby subtracting

from thesalesvalueof all petroleumsourcedfrom the well, thecost of

transportationandprocessinginvolved in bringing the raw productsfrom the

wellheadto the pointat which petroleumproductsare sold.

3 The DesignatedAuthority (DA) (the relevantStateEnergyMinister) is

responsiblefor theday-to-dayadministrationof royalty collectionand

verification, while the Joint Authority (JA) (the CommonwealthMinister and

theStateMinister) is responsiblefor broadermattersof policy andsettingthe

frameworkfor the calculationof the wellheadvalue.

4 Amendmentsto thePetroleum(SubmergedLands)(Royalty)Act 1967 are

requiredto clarify a numberof areasassociatedwith the collectionand

verification of royaltiespaid by thepetroleumproducers.The amendments

involve the following changes:

enablingan interim royalty to be paidby theproducersin situations

wherea final Royalty Agreementhasnotbeenconcludedbetweenthe

parties. Subsequentadjustmentsto this interim royalty will hemadeafter

a formal Royalty Agreementhasbeenimplemented;

royalty paid shall be consideredasan interim royalty paymentuntil the

full details of salesproceeds,allowabledeductionsand productionare

known. The Petroleum(SubmergedLands)(Royalty)Act 1967 currently
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requiresthe BA to acceptor determine,by the endof the monthfollowing

the productionmonth,avalueat the weliheadandthequantityof

petroleumrecovered. The currentprovisionprovidesinsufficient time for

the BA to satisfactorilyverify andaudit informationsubmittedby the

producers. The amendmentprovidesthe BA with suThcienttime to

obtain all of the informationrequiredto verify theroyalty liability; and

allows for adjustmentsto theroyalty paid in casesof boththe overpayment

and underpaymentof royalty resulting from theincorrectapplicationof

an agreedor determinedprocedure.Without this provision, no

mechanismexiststo correctan error that hasresultedfrom the incorrect

applicationor interpretationof a Royalty Agreement.

5 The amendmentsare integral to the correctcalculationof offshore

petroleumroyalties.

FINANCIAL IMPACT STATEMENT

6 Noneof the amendmentsmadeby this Bill haveany significant financial

impact. The amendmentsprovide legislative hackingfor proceduresthat are

alreadyfollowed in the administrationof the Petroleum(SubmewedLands)

(Royalty)Act 1967.
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NOTES ON INDIViDUAL CLAUSES

Clause1: Shorttitle

7 Thisclauseprovidesfor theshort title of the legislation,namelythe

Petroleum(SubmergedLands)(Royalty) AmendmentBill 1991. In this Bill, the

Principal Act meansthePetroleum(SubmergedLands)(Royalty) Act 1967.

Clause2 : Commencement

8 The Act shall commenceon the date that it receivesRoyalAssent.

Clauses3 & 4: Paymentof royalty

9 Clause3 amendssub-section11 (3) of the PrincipalAct to includean
adjustedroyalty liability asspecifiedunderparagraph11B (2) (a) within the

scopeof thepenaltyprovisions.

10 Clause4.1 insertssectionshA and 113 into thePrincipal Act.

Provisionalnavmentof royalty

ii Sub-clausehA (1) of the Principal Act allowsfor theDesignated

Authority to determinea provisionalvalueof petroleu.mfor royalty purposesin

the casewhere avaluefor the petroleumhasnot beendeterminedundersection

9 of the PrincipalAct.

12 Sub-clausehA (2) of thePrincipal Act specifiesthat in circumstances

wherea provisionalvalueof petroleumhasbeendeterminedundersub-clause

hA (1) andthatvaluehasyet to beagreedor determinedundersection9, then

the provisionalvalueshallbe treatedastheactualvaluefor the purposesof the

operationof section9 of thePrincipalAct.
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Adjustmentof paymentsof royalty

13 Sub-clausehIB (1) of the Principal Act definesthosecategoriesof royalty

paymentsfor which adjustmentscanbe effected. Sub-clausehhB(1) (a) specifies

that where a provisionalvalueof petroleumhasbeenassessedundersub-clause

hA (2), or wherean errorhas beenmadein thecalculationof royalty payable,

or a procedurehasbeenincorrectlyappliedto calculateroyalty, anadjustment

to a royaltypaymentmaybe effected.

14 Sub-clause113 (2) of thePrincipal Act specifiesthat for thosecategoriesof

royalty paymentsfor which adjustmentscan be made,oneof thefollowing two

treatmentsshallapply. Sub-clause11B (2) (a) specifiesthat if the actual

determinedlevel of royalty is greaterthan the provisionalroyalty paid, the

difFerenceshall be payablewithin 28 days. Shouldthedeterminedroyalty be less

than the provisional royalty paid, thedifferenceshallbedeductedfrom the

royalty payablein the following royalty period.

15 Sub-clause11B (3) of thePrincipal Act defines ‘provisional royalty and

determinedroyalty for thepurposesof section113. Provisionalroyalty is that

royalty that haseitherbeenpaid on aprovisionalbasis(whereparagraph11B (1)

(a) applies)or the amountof royalty demandedas the resultof an incorrect

calculation(whereparagraphI1B (1) (b) applies). Forthe purposesof 113 (1) (a).

determinedroyalty is thatamountof royaltypayableon thebasisof the value

ascertainedundersection9. Determinedroyalty for the purposesof 113(1)(h)is

the amountof royalty which shouldcorrectlyhavebeendeterminedunderthe

Principal Act.

16 Clause4 (2) specifiesthat sectionsI1A and113 shall apply in relation to

petroleumrecoveredduring a royalty periodcommencingon or after the

commencementof this Bill.

17 Clause4 (3) specifiesthat sections11A and11Bshall alsoapply in

circumstanceswherethevalueof petroleumhadnotbeendeterminedunder

section9 of the of thePrincipal Act prior to the commencementof this Bill.
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Clnuse5 Royalty. &c., adebt to the Commonwealth

18 Clause5 specifiesthat aroyalty liability is createdundersection13 of the (
Principal Act as a resultof areassessmentof royalty being madeunder

113 (2) (a).
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