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Background 
1. In November 2009, the Government announced a Petroleum Action Plan that aims to ensure that New Zealand is a highly attractive global destination for petroleum exploration and production investment, such that the full potential of New Zealand’s petroleum resources can be developed.  
2. In addition to the core workstreams of the Petroleum Action Plan, the Ministry of Economic Development (MED) wishes to undertake a high level review of international best practice with regards to health, safety and environmental (HSE) legislation for offshore petroleum operations. The aim of the review is to ensure that the legislative structure, institutional capabilities and practices in New Zealand are fit for purpose and compare favourably to international best practice in this respect.
Context

3. There are currently limited procedures for assessing environmental effects of petroleum activities within New Zealand’s Exclusive Economic Zone (EEZ between 12 and 200 nautical miles from the coast) and the continental shelf beyond the outer limits of the EEZ (extended continental shelf). Some obvious omissions in the legislation include the possible effects of seismic surveys, seabed mining, insurance and ownership of liabilities.
4. There may also be scope to improve accountability with regards to offshore rights and agency responsibilities.
· Crown Minerals grants licences for petroleum exploration and production but does not manage the environmental effects of these activities.
· Environmental effects within the Territorial Sea (0-12 nautical miles) are managed by the Resource Management Act 1991. These are currently administered by regional councils, as well as the Ministry for the Environment.
· Maritime NZ works with the Maritime Transport Act 1994, which is the main piece of legislation in relation to environmental protection outside the Territorial Sea. Marine protection rules made under the Maritime Transport Act cover some aspects of petroleum operations, such as protection of the marine environment from harmful substances, discharges and oil spills, and disposal of wastes, including waste associated with decommissioning.

· Workplace health and safety is regulated under the Health and Safety in Employment Act 1992 (in respect of safety management on board installations), and the Maritime Transport Act 1994 (in terms of navigational safety, and search and rescue). The Health and Safety in Employment Act is administered by the Department of Labour, with Maritime New Zealand as the HSE designated agency for the maritime sector.

5. MED wishes to undertake a review of the health, safety and environmental legislation, institutional capabilities and practices for offshore petroleum operations in selected countries. The aim of the review is to ensure that New Zealand’s health, safety and environmental legislation, institutional capabilities and practices for offshore petroleum operations compare favourably to international best practice.
Purpose
6. The purpose of the review is to compare the design and operation of New Zealand’s health, safety and environmental legislation for offshore petroleum operations with practice in other relevant jurisdictions, and make recommendations for improving the legislative structure, institutional capabilities and practices within New Zealand to meet international best practice.
7. The review will address the following:
· What health, safety and environmental legislation, institutional capabilities and practices are applied to offshore petroleum operations in the selected countries (determined by the tenderer in consultation with MED)?

· How do health, safety and environmental legislation, institutional capabilities and practices for offshore petroleum operations in the selected countries compare with current legislation, institutional capabilities and practices in New Zealand?

· How could lessons learned in the selected countries be applied in a New Zealand context?
Scope

8. The review will focus on health, safety and environmental legislation, institutional capabilities and practices for offshore petroleum operations in the selected countries with regards to:
a) primary legislation;

b) regulations; 

c) managing compliance and enforcement;
d) roles and responsibilities;

e) allocation (including strategic assessment and spatial management);
f) liabilities and insurance; and
g) monitoring and reporting requirements.
9. The review will also consider crossovers and possible conflicts between health, safety and environmental legislation and agency responsibilities.

10. Based on the health, safety and environmental legislation for offshore petroleum operations in the selected countries, the review will make recommendations on how to improve current legislative structure, institutional capabilities and practices in New Zealand to ensure that they are fit for the purposes of maximising our petroleum potential.
11. The recommendations will cover New Zealand’s Territorial Sea, Exclusive Economic Zone and extended continental shelf.

Areas for Review

12. The review should identify environmental legislation, regulation, systems and practices for the following activities, at a minimum:
Prospecting and exploration activities:
· reconnaissance geophysical surveys using an aircraft or a vessel;
· the taking of samples;
· marine seismic surveys;
· rock sampling (aeromagnetic/gravity survey) by vessel or aircraft; and
· drilling, which can have the following environmental effects:

· contamination through drilling mud;
· oil spills and waste discharges;
· disturbance of sediments, marine life and habitats; and
· death to marine life (e.g. burial, smothering of benthos in the immediate area of the drill site).
Development and production activities:
· discharges to air;
· status/condition/administration of the well drilling facilities;
· drilling wells for production;
· fracturing;
· installing facilities to handle the produced phases;
· transporting the produced fluids to further processing facilities either on shore or at a central offshore facility (e.g. a platform or moored vessel – generally involving pipelines); 
· FPSO off-take operations; and
· ongoing operational activities (including waste management) to manage the off-take, maintain the facilities, and eventually decommission the wells and facilities when the resources have been depleted.
13. The review of health and safety should identify workplace health and safety legislation, regulations, systems and practices, including:

· roles and responsibilities;
· approval, revision and review of safety cases (identification and management of hazards and risks);
· reappraisal of ageing offshore infrastructure

· operation of facilities (including pipelines, drilling and production platform installations, and FPSO hull integrity and marine systems);
· technical safety systems (including testing of equipment and minimum standards of equipment);

· occupational health and safety hazards;
· major accident events (including rescue)
· reporting of dangerous occurrences; and
· involvement of recognised organisations in inspection, survey and certification of installations and their equipment.

14. In addition to the areas above, the review should address cost recovery and funding mechanisms for health, safety and environmental activities, including:

· funding regimes for administering various forms of health, safety and environmental legislation;

· levels of insurance and liability cover required to cater for health, safety and environmental incidents; and
· investigation responsibilities in case of a health, safety or environmental incident.
15. While the primary focus of the review is on petroleum activities, it should also consider legislation for minerals in the seabed. There are mineral deposits with long-term potential in the EEZ, such as volcanic massive sulphides and iron sands. Viable economic methods for the extraction of many of the minerals are yet to be developed. Prospecting and exploration activities include: multi eco-sounding, plume sampling, use of submersibles, geochemical sampling, rock sampling by video grab sampling or dredges.

Approach

16. Independent advisors will undertake the review of international best practice for health, safety and environmental legislation and prepare the report with recommendations for how to improve current legislative structure, institutional capabilities and practices in New Zealand. 

17. Prior to the review, MED will prepare a report on New Zealand’s current legislative structure, institutional capabilities and practices with regards to health, safety and environmental legislation for offshore petroleum operations. 
18. The independent advisors will prepare the review report with assistance from MED staff as appropriate. The independent advisors will decide on which countries to include in the review in consultation with MED staff.
19. While MED is the lead agency for this workstream, it will be consulting with the Ministry for the Environment, the Ministry of Transport, Maritime NZ and the Department of Labour.

Timeline

20. A draft report is to be delivered to MED no later than 27 August 2010. This will give MED the opportunity to comment on the draft and request amendments.
21. The final report, incorporating further comments, is to be completed by 3 September 2010.
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