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7 September 2021 
 
 
 
Chris Bunny 
Resource Markets Policy  
Building, Resources and Markets  
Ministry of Business, Innovation and Employment 
PO Box 1473 
WELLINGTON 6140 
 
Sent via email: resource.markets.policy@mbie.govt.nz   
 
Dear Chris 

Proposed regulations to support the Crown Minerals (Decommissioning and 
other matters) Amendment Bill 2021 

Firstgas Group (Firstgas) welcomes the opportunity to submit to the Ministry of Business, Innovation 
and Employment (MBIE) on the discussion document “Proposed regulations to support the Crown 
Minerals (Decommissioning and Other Matters) Amendment Bill 2021” released on 13 July 2021.  

Although we are supportive in principle of clearer requirements around the decommissioning of 
petroleum infrastructure, the uncertainty introduced in the Bill itself, and the absence of draft 
regulations to accompany the Bill has made this a difficult submission to prepare.   

We would welcome further engagement with MBIE when there is a greater degree of certainty in the 
overarching framework.  

Contact details 

For further discussion or questions regarding our submission, please contact Kate Rendall, General 
Counsel, on 021 650 022 or via email at kate.rendall@firstgasgroup.co.nz.   

Yours sincerely 

  

 

 

Iwan Bridge 

Chief Operating Officer

mailto:resource.markets.policy@mbie.govt.nz
mailto:kate.rendall@firstgasgroup.co.nz
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Attachment 1  Response to Questions 
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PROPOSED REGULATIONS ON DECOMMISSIONING OBLIGATIONS 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We support the proposal that going forward the following information should be provided to 

the Minister: 

• A summary of decommissioning activities, including the proposed end state and 

proposed decommissioning solution for each item 

• The times at or within which the measures proposed in it are to be taken or how 

those times are to be determined 

• A summary of adjacent fields and interdependencies 

• A summary of any installation or pipeline intended to be left in position or not 

completely removed and 

• Details of relevant current marine or resource consents and any plans to acquire 

marine or resource consents in the future. 

However: 

• See the response at question 1B regarding this information being included in a 

decommissioning plan rather than an FDP 

• See response at question 4B in regard to frequency and 

• A balance must be struck so that the requirement to provide significant amounts of 

new information, particularly at more frequent intervals, does not create substantial 

additional overhead costs for permit and licence holders. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas requests that the clarification between onshore and offshore oil and gas structures 

and pipelines is made very clear to ensure certainty of what is captured by the proposed 

regulations and the EEZ Act. 

Section Three, Part 1: Field Development Plans and Asset Registers 

Content of FDPs 
 
QUESTION 1: What information do you think petroleum mining permit and licence holders 
should include in an FDP to give the Minister sufficient detail to assess financial capability to 
meet decommissioning obligations? 

Content of FDPs 
 
QUESTION 1A: Do you envisage any issues arising because of potential overlaps between 
these proposed regulations and other proposed changes such as under the EEZ Act? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We consider that it would be more appropriate to include the information mentioned at 

Question 1 in a Decommissioning Plan rather than in a FDP.  

FDPs are typically high level and focus on the entire lifecycle of the petroleum permit or 

licence (currently covered by multiple processes). A Decommissioning Plan could focus on 

decommissioning technicalities, timelines and costs rather than full field development.   

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Yes, this level of detail is sufficient to provide a comprehensive view of the assets that need 

to be decommissioned in a particular field. However, Firstgas suggests that the boundaries of 

the asset register should be made clearer i.e., they should be explicit in relation to exactly 

what is captured. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We do not consider six months after the regulations take effect adequate time for the 

provision of initial FDPs and Asset Registers.  We consider 12 months would be more 

appropriate given likely pressures on a constrained pool of available specialist resources. 

 

 

Content of FDPs 
 
QUESTION 1B: Do you have any other feedback on FDPs and their content? 

 
Content of Asset Registers 

 
QUESTION 2: Is the level of detail we are proposing sufficient to provide a comprehensive 
view of the assets that need to be decommissioned in a particular field? If you think there 
should be less detail, why? If you think there should be more detail, why and what further 
information do you suggest? 

 
When and how often FDPs and Asset Registers are submitted 

 
QUESTION 3: Do you consider that requiring initial FDPs and Asset Registers six months 
after the regulations take effect provides permit and licence holders with enough time to 
comply with the new regulations? Why or why not? 



 

  5 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas prefers Option 1.  

Unless there is a significant change in the content of an FDP or Asset Register, Firstgas 

does not consider it necessary to submit an updated FDP and Asset Register to the MBIE 

Chief Executive.  The information required by the MBIE Chief Executive to assess the 

financial capability of Firstgas to meet its decommissioning obligations will already be 

available and held by the MBIE Chief Executive.  

Only when there is a significant change that will affect the timing, scale, scope or cost of 

decommissioning should the MBIE Chief Executive require an updated FDP and Asset 

Register.  

Option 2 creates an unnecessary regulatory burden and would significantly increase costs for 

Firstgas without providing a commensurate benefit. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We do not agree with the impact analysis of Option 2.   

We do not consider that allowing permit and licence holders to make a declaration that there 

has been no change in their FDP and Asset Register (instead of submitting an updated FDP 

and Asset Register) relieves the potential increased cost for the permit and licence holder 

under Option 2.  

It is not clear from the discussion document what level of change would allow a permit or 

licence holder to simply make a declaration as opposed to having to update their FDP and 

Asset Register. If it is to include immaterial changes then this will not relieve the potential 

increased costs for permit and licence holders. If it is to only include significant changes then 

Option 1 will provide the same level of information and comfort without the increased 

regulatory burden. Option 1 provides far more certainty by defining significant change and 

removes any ambiguity.  

 

 
When and how often FDPs and Asset Registers are submitted 

 
QUESTION 4: Which option do you prefer for FDPs and Asset Registers and why? Your 
answer can be different for the FDP and Asset Register. 

 
When and how often FDPs and Asset Registers are submitted 

 
QUESTION 4A: Do you agree with the impact analysis of these options? If not, why not? 
Please provide evidence to support your answer. 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas considers that every five years would be both reasonable and industry standard. This 

timeframe is also consistent with the five-year timeframe proposed for submitting 

decommissioning cost estimates. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We do not consider that drilling a new well and plugging and abandoning existing well(s) 

should be considered a ‘significant change’ unless the reserve estimates are materially 

impacted.  

We consider that “significant change”, as set out in Question 4, should only include material 

changes to timing, scale, scope, and costs of decommissioning. 

 

 

 

  

 
When and how often FDPs and Asset Registers are submitted 

 
QUESTION 4B: If we were to require FDPs and Asset Registers at regular intervals, how 
frequent should it be and why? Your answer can be different for the FDP and Asset 
Register. 

 
When and how often FDPs and Asset Registers are submitted 

 
QUESTION 4C: Are there any other circumstances that you think the regulations should 
include as a ‘significant change’? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We agree with this in principle; however, it should be noted that some corporate structures 

may mean that a subsidiary may not be in a position to provide audited accounts without 

incurring additional cost.  There should be some flexibility to accommodate different corporate 

structures. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Yes. 

 

 

 

 

 

 

 

 

 

Section Three, Part 2: Financial Capability Monitoring and Assessments 

 
Ongoing financial monitoring 

 
QUESTION 5: Do you consider that requiring permit and licence holders to provide audited 
accounts is appropriate to carry out ongoing financial monitoring? If no, what information do 
you propose we seek and why?  

 
Ongoing financial monitoring 

 
QUESTION 5A: Do you agree that financial information should be required to be signed by 
at least one director and audited? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas has no significant issues with the proposed requirements.   

Firstgas only concerns are in relation to the following:  

“For all petroleum fields, when decommissioning is estimated to be less than five years 

away, use Class 3 or better estimates consistent with the Association for the 

Advancement of Cost Engineering Cost Estimate Classification System.” 

We consider the timeline proposed for a class 3 estimate is problematic, we propose that 

such detailed estimates should only be required where decommissioning is scheduled to 

occur within 3 years and updated only where there is a significant change.   

The UK expectation is for Class 3 estimates to occur 3 years prior to decommissioning which 

Firstgas considers far more reasonable. Detailed decommissioning plans and cost estimates 

to meet Class 3 would not be prepared until decommissioning was likely to occur in the next 

few years.  Firstgas cannot see a reason to deviate from the UK requirements.   

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Not applicable. Firstgas will not need to undertake any offshore decommissioning.  

 
Requirements for decommissioning cost estimates 

 
QUESTION 6: Do you agree with our proposed requirements? Do you think they are 
sufficient to generate cost estimates that can be relied on for the scope of decommissioning 
activities and costs required? Why or why not? Are there any other requirements that you 
think cost estimates should meet? 

 
Requirements for decommissioning cost estimates 

 
QUESTION 7: Which option do you prefer for offshore decommissioning cost estimates and 
why? Are there alternative options that we should consider and why? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Not applicable. Firstgas will not need to undertake any offshore decommissioning. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas prefers Option 1, as it considers Option 2 is unnecessary and would significantly 

increase the regulatory burden.  

The relevant financial information will be different for different permit and licence holders and 

a one size fits all approach will not achieve the desired benefit. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

No. Firstgas does not believe that ‘proportionality’ for Option 2 should be given a +.  

Firstgas considers Option 2 is particularly onerous and disproportionate which needs to be 

reflected.  

 

 
Requirements for decommissioning cost estimates 

 
QUESTION 7A: Do you agree with the impact analysis of these options? If not, why not? 
Please provide evidence to support your answer. 

 
Financial information for financial capability assessments 

 
QUESTION 8: Which option do you prefer for financial information requirements and why? 

 
Financial information for financial capability assessments 

 
QUESTION 8A: Do you agree with the impact analysis of these options? If not, why not? 
Please provide evidence to support your answer. 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas considers that financial statements would be appropriate. 

 

  

 
Financial information for financial capability assessments 

 
QUESTION 8B: Are there other types of financial information that could or should be used to 
assess financial capability? If yes, what are they and why should we consider them? 
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Section Three, Part 3: Financial Securities 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas does not believe that financial securities are necessary in all circumstances to 

minimise the risk that decommissioning liabilities are transferred to the Crown or other third 

parties.  

Currently the Crown Minerals (Decommissioning and Other Matters) Amendment Bill (Bill) 

proposes that all permit and licence holders must hold 1 or more financial securities.  

Firstgas does not support this approach for the following reasons: 

• It is not necessary for the requirement to hold and maintain financial security to be 

mandatory particularly given the Bill introduces a number of measures to minimise 

the risk that decommissioning liabilities are not transferred to the Crown or other third 

parties. These include the Minister’s ongoing and regular monitoring of permit and 

licence holders’ financial position, the ability to carry out financial capability 

assessments on permit and licence holders regarding their financial capability to 

meet decommissioning costs, and the requirement to provide substantial financial 

and other information to the Minister (including audited financial statements).  

• This is a departure from the approach in the UK and Norway, where the regulator can 

enter discretionary arrangements where operators are required to provide a financial 

security if the regulator considers there is a risk that the cost of decommissioning will 

not be met. This approach is far more reasonable than a mandatory approach.  

For the reasons outlined above, Firstgas proposes that the requirement to hold and maintain 

financial securities should only be required where, as a result of the financial monitoring 

mentioned above, the Minister has reasonable grounds to suspect that financial security is 

necessary to minimise the risk that decommissioning liabilities are not transferred to the 

Crown or other third parties. The Minister should be able to rely on the other mechanisms in 

the Bill to satisfy themselves that Firstgas can meet the costs of decommissioning without 

requiring that we must hold financial security.  

In the circumstances where financial security is required to be held and maintained, Firstgas 

thinks that the two considerations identified (irrevocable and under New Zealand jurisdiction) 

are reasonable requirements in terms of assurance that funds are available. 

 

 

 

 

Criteria for kinds of securities 
 
QUESTION 9: Do you think the two considerations identified above (irrevocable and under 
New Zealand jurisdiction) are appropriate to help identify securities that provide assurance 
that funds are available when required? Are there other matters that we should include and 
why? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We are not aware of any other securities other than those listed. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

See response at question 9. 

Where financial security is required to be held and maintained, yes, a hierarchy of securities 

could be provided in order to give some guidance as to which forms of securities are most 

likely to be accepted.  However, the security required needs to be commensurate with the 

scale of risk and the circumstances of each case.  

 

 

Criteria for kinds of securities 
 
QUESTION 9A: Are you aware of other securities currently available in New Zealand that 
would be irrevocable and under New Zealand jurisdiction? Please provide details. 

Criteria for kinds of securities 
 
QUESTION 9B: Should the Minister require certain types of securities in certain situations? 
For example, should new permit and licence holders provide a security that is different to 
existing permit and licence holders? Why or why not?  

Criteria for kinds of securities 
 
QUESTION 9C: Do you think we should specify a hierarchy of securities required from 
permit and licence holders? Why or why not? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We have concerns with the approach of an escrow managed by a third party.  An escrow 

managed by a third party can be an expensive exercise.  In addition, the decommissioning 

liabilities are liabilities that will last for many years – longevity of such escrow providers in 

New Zealand (and their willingness to manage such escrow) may be an issue. 

 

Section Three, Part 4: When Production Ceases 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas considers that the regulations should recognise in relation to storage facilities that 

production has already ceased. Updates to the FDP as required would be an appropriate 

means of achieving this.  

 

 
Managing cash reserves 

 
QUESTION 10: Do you agree that an escrow managed by a third party is an appropriate 
mechanism for managing cash funds? Why or why not? 

 

QUESTION 11: What timeframe would be appropriate and practical for permit and licence 
holders to notify MBIE’s Chief Executive of expected production cessation dates, in order to 
achieve our aim of allowing MBIE as the regulator to increase engagement? 
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PROPOSED REGULATIONS ON A POST-DECOMMISSIONING FUND 

Section Four, Part 1: Criteria Relating to the Post-Decommissioning Payment 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

No, Firstgas does not agree with the proposed criteria, and in general is not in favour of a 

post-decommissioning payment.   

Firstgas considers that there should be a high threshold for requiring payment into a post-

decommissioning fund, and that the threshold should take into account whether the 

decommissioning was carried out to acceptable standards of the time. Firstgas considers that 

there is already a role for the regulator in ensuring that this standard of decommissioning is 

met.  There should be few circumstances in which an additional post-decommissioning 

payment should be made. 

We have the following comments on Part 1 of Section 4 generally: 

• Who would complete this risk assessment? This is likely to be somewhat 

subjective and cause uncertainty and inconsistency. 

• What will be the timing for making such decisions and the process to challenge 

the risk assessment? 

• These risk assessments will require significant submissions of information to 

enable validation.  

• The risk assessments are likely to occur several years after actual activities are 

completed.  

• The lowest risk category of well barriers is particularly extreme (i.e. more than 

two proven barriers). 

• The environmental and HSE risks appear to be backwards. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

See response at question 12 for comments on Part 1 of Section 4 generally.  

 

 

QUESTION 12: Do you agree with our proposed criteria to be used to determine the post-
decommissioning payment for wells that have been plugged and abandoned? Are there any 
other criteria that you think we should consider? What are they and why do you think we 
should consider them?  

QUESTION 12A: Do you agree with our proposed criteria to be used to determine the post-
decommissioning payment for any infrastructure left in place? Are there other criteria that 
you think we should consider? What are they and why do you think we should consider 
them? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Please provide a definition of “close” to waterways for wells determined to be “Medium Risk” 

to reduce ambiguity and uncertainty.  

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas does not consider the key factors are entirely correct: 

• The key factors do not meet current industry standard criteria for well abandonment 

(dual proven barriers) and look inappropriate for future well abandonments.  

• It’s unlikely these key factors will lead to identification of true high-risk wells, as it’s 

weighted to the technical risk of well operations more than risk factors post 

decommissioning. 

In line with our earlier comments, Firstgas considers that any risk assessment needs to put 

weight on how the well was decommissioned (based on standards at the time) rather than on 

other factors such as age etc which are not determinative of risk in themselves, and does not 

consider it necessary to focus on building a fund which may never be called on provided the 

decommissioning activities are correctly undertaken. 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

In addition to our comments above, we consider the onshore and urban environmental and 

HSE risks are backwards. 

 

 

 
QUESTION 12B: Do you agree with our proposed criteria to be used to determine the post-
decommissioning payment for environmental and health and safety effects based on 
location (as set out in Figure 3)? Are there any other criteria that you think we should 
consider? What are they and why do you think we should consider them? 
 

QUESTION 12C: Are the key factors for assessing the future risk of well integrity correct (as 
set out in Figure 1)? Why or why not? Are some factors more important than others? If so, 
what weight should the risk rating of each feature contribute to the overall risk rating for the 
well? 

QUESTION 12D: Are the key factors for assessing future risk relating to infrastructure left in 
place correct (as set out at Figure 2)? Why or why not? Are some factors more important 
than others? If so, what weight should the risk rating of each feature contribute to the overall 
risk rating for infrastructure left in place? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

In addition to our earlier comments, the intent of this post-decommissioning fund is also 

unclear.  We consider there needs to be further consideration given to whether it is intending 

to address future remediation from unknown issues or, if it is an attempt to deal with poor 

decommissioning practices (for which we consider there are already sufficient mechanisms in 

place for mitigating this risk). 

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

We have the following comments on the proposed criteria for assessing when payments will 

be due: 

• There is no certainty in the proposed criteria for assessing when payments will be 

due.  

• The process is likely to take a considerable amount of time and effort which will 

typically be long after final facility decommissioning. 

• How will the crown make an assessment of an entities ability to have the financial 

capability to meet an undefined payment over an undefined timeline? 

 

Section Four, Part 2: Making Payments 

QUESTION 12E: Do you agree with determining the final post-decommissioning payment 
based on bringing together component parts one (wells) and two (infrastructure) and 
component three (environmental clean-up and health and safety impacts of any failure)? Are 
there any further considerations we should allow for? Why or why not? 
 

QUESTION 13: Do you agree with the proposed criteria for assessing when 
payments will be due? Are there any other factors that we should consider when 
deciding when payments are due? 
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Section Four, Part 3: Granting Exemptions 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

Firstgas considers that if decommissioning has been demonstrably carried out in accordance 

with the standards of the time, then there should be no requirement for any payment to be 

made.  Only in the event that decommissioning has not been able to be carried out to 

approved standards should payments be required and the Minister have the ability to grant 

exemptions.  

 

Section Four, Part 4: Accessing the Fund 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

  

QUESTION 14: Do you agree with our approach to granting exemptions? Why 
or why not? Are there other scenarios or criteria to consider that may justify an 
exemption? 

QUESTION 15: Do you agree with the process for accessing the post-
decommissioning fund? Why or why not? 

QUESTION 15A: Are there other groups that may require access to the fund?  

QUESTION 15B: What process should third parties follow to access the post-
decommissioning fund? 
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Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

 

 

Please type your submission below. Please indicate the question(s) to which you are 

responding. 

 

 

 

Section Four, Part 5: Managing the Fund 

QUESTION 16: Do you agree with our proposed approach to managing the post-
decommissioning fund? Why or why not? 

QUESTION 16A: Are there any other factors that we should consider when managing the 
post-decommissioning fund? 


