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Summary
Norwegian oil company Equinor is planning exploratory drilling for oil and gas in the
Great Australian Bight beginning in late 2020. Equinor is 67% owned by the Norwegian
Government via its sovereign wealth fund.
We have used modelling commissioned by the oil and gas lobby to estimate the
payments the Norwegian Government would receive if this oil source was developed.
We then compare that to the tax payments that would be received by the South
Australian and Australian Governments.
The Norwegian Government will receive estimated profits (in present value terms) of
$8.1 billion from the Bight project. This is 27 times more than the South Australian
Government will receive in payroll tax of $0.3 billion and more than the $7.4 billion the
Australian Government will receive in company tax and Petroleum Resource Rent Tax
(PRRT).
The forecast tax revenues take decades to materialise. Oil development in the Bight
may also be found to be economically unviable and not proceed. The project could also
become unviable after it starts producing oil. Events that would render the project
uneconomic include competition from lower cost oil produced elsewhere and reduced
oil demand (eg because of the development of electric cars).
The $0.3 billion in present value payroll tax revenue the South Australian Government
is forecast to receive over the 40-year life of the project is negligible compared to the
South Australian Budget. In 2018-19 alone the South Australian Government’s total
expected revenue is $20.2 billion.
The $7.4 billion in present value company tax and PRRT the Australian Government is
forecast to receive over the 40-year life of the project is negligible compared to the
Australian Government Budget. In 2018-19 alone the Australian Government’s total
expected revenue is $485.2 billion.
All this comes before considering the subsidies that governments are likely to have to
pay to establish an oil industry in the Bight.
Economic modelling of oil and gas projects has been found to notoriously overestimate how much tax revenue oil and gas projects will pay compared to what the
projects actually pay. The forecasts of Bight oil tax revenue are also highly likely to be
over-optimistic.
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The Australian Government is significantly more generous to the petroleum industry
than the Norwegian Government. The marginal tax rate on the Norwegian petroleum
sector is a very high 78%. The Norwegian Government also receives significant
revenues from its direct ownership in oil and gas fields. In 2019 the Norwegian
Government is forecast to receive $46 billion from the petroleum industry. In contrast,
in 2017-18 the Australian Government only received $1.2 billion in PRRT while rivalling
Qatar as the world’s largest LNG exporter.
As a result of the Australian Government’s decision to raise little revenue from the
exploitation of its oil and gas resources, drilling in the Bight is effectively a no-win
proposition for Australia and the communities along its south coast. While Australians
are being asked to shoulder all of the economic and environmental risk of the project,
a foreign government is likely to enjoy much of the financial gain.
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Introduction
Norwegian oil company Equinor is planning exploratory drilling for oil and gas in the
Great Australian Bight beginning in late 2020.
The Great Australian Bight makes up a large part of Australia’s southern coast. Remote
from Australia’s main cities, the area has significant environmental values and hosts a
range of industries. The waters of the Bight are home to a range of marine life, such as
tuna, sea eagles and albatross. It is an important breeding ground for great white
sharks, southern right whales and sea lions.
The depth of water in the Bight means that specialised ultra-deepwater equipment
would be required to produce oil. One of the world’s worst oil disasters, the
Deepwater Horizon oil spill occurred in water of similar depth in the Gulf of Mexico,
waters which are generally much calmer than the Bight. A major oil spill in the Bight
could impact industries on the coasts of South Australia, Victoria and Tasmania such as
fishing, aquaculture and tourism, which are major industries for many coastal towns.
Previous Australia Institute research estimates that 27,000 jobs could be put at risk in
these states by a major oil spill in the Bight.1
Economic modelling of potential oil development in the Bight was commissioned by
Australian Petroleum Production and Exploration Association (APPEA) and conducted
by consultants ACIL Allen in August 2018.2 ACIL Allen make it clear that developing the
Bight will be difficult and expensive:
Most of the (Great Australian Bight) Basin is in deep water, and around half is in
water depths of over 3,000 metres. The Bight contains three sub basins, the
Ceduna, Duntroon and Eyre sub basins. Between 1972 and 2003, 12 exploration
wells were drilled in the Basin, with no petroleum discoveries made during that
time.3

1

Campbell et al (2019) Oil in the Great Australian Bight, https://www.tai.org.au/content/oil-greataustralian-bight-2
2
ACIL Allen Consulting (2018) Petroleum development in the Great Australian Bight: A preliminary view
of the economic impact of development, https://www.appea.com.au/wpcontent/uploads/2018/08/Economic-Impact-of-Petroleum-Development-in-the-Great-AustralianBight-report.pdf
3
ACIL Allen Consulting (2018), p2
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The deep depths of the Basin make drilling not only expensive but also make the
project riskier. These factors make many experts question the viability of developing
the Bight. The Australian Department of the Environment and Energy write that:
For example, in the Great Australian Bight there is still limited knowledge of the
scale of undiscovered oil … if exploration goes ahead and these reserves are
confirmed, it would not reach full production until after 2030 given the
complexity of infrastructure installation. With a globally competitive oil market,
there may be more accessible and lower-cost reserves elsewhere in the world,
which could mean global companies choose other reserves outside Australia for
development.4
Given such uncertainty and environmental risk, the supportive attitude towards Bight
drilling shown by the South Australian and Federal Governments is difficult to
understand. Perhaps they expect significant revenue to flow to their treasuries. If so,
the economic modelling commissioned by oil lobby group APPEA and conducted by
ACIL Allen suggests that they are mistaken. In fact, based on APPEA’s estimates, the
Norwegian Government looks to enjoy greater benefits than the State and Federal
Governments, while bearing none of the environmental risk.

4

Department of the Environment and Energy (2019) Liquid Fuel Security Review: Interim report, p26,
https://www.environment.gov.au/system/files/consultations/7cf6f8e2-fef0-479e-b2dd3c1d87efb637/files/liquid-fuel-security-review-interim-report.pdf
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Payments to governments
ACIL Allen’s modelling covers two scenarios of Bight oil development: a base case
where 1.9 billion barrels of oil equivalent is produced and a high case where 6.0 billion
barrels is produced, both over the period 2028 to 2060. Figures 1 and 2 below show
ACIL Allen’s estimated tax payments by year under both scenarios:
Figure 1: Base case scenario, tax paid by year

Source: ACIL Allen Consulting (2018), p15

Figure 2: High production scenario, tax paid by year

Source: ACIL Allen Consulting (2018), p18

Figures 1 and 2 show that the vast bulk of tax payments from Bight oil development
would be through company tax and Petroleum Resource Rent Tax (PRRT). Both of
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these taxes accrue to the Federal Government. Payroll tax is almost invisible in Figures
1 and 2. Payroll tax is the only payment that would accrue directly to the South
Australian State Government under APPEA and ACIL Allen’s assumptions.
Figures 1 and 2 show that aside from small payroll tax payments, Bight oil
development would pay no tax at all until 2033, when small amounts of company tax
revenue would commence. PRRT would not be paid until 2047 under the base case and
2040 under the high production scenario.
These two points bear repeating – payments to the SA State Government are minimal
and most payments to the Federal Government are decades away. Even then, they are
not significant amounts, as discussed further below.
Figures 1 and 2 show no royalty paid to either the State or Federal Governments.
Royalties are not a tax, but a payment by companies to the owners of the resource
they are extracting. All mining, oil and gas extraction onshore in South Australia pays a
royalty to the State Government, because the State Government owns all resources in
the ground. While not stated explicitly in the ACIL Allen report, it appears that the
Bight’s oil lies in Commonwealth waters, rather than in an area where the State
Government can charge a royalty. APPEA and ACIL Allen assume that the
Commonwealth Government will not charge a royalty – that is, the Commonwealth
will give away Australia’s oil for free. This assumption is not unrealistic as the North
West Shelf Project is the only Australian offshore petroleum project that pays oil and
gas royalties.5

5

Senate Standing Committee on Economics (2018) Corporate Tax Avoidance report - Part III: Much heat,
little light so far, Chapter 5, s5.71,
https://www.aph.gov.au/Parliamentary%20Business/Committees/Senate/Economics/Corporatetax45t
h/Report/c05
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PAYMENTS TO SOUTH AUSTRALIAN STATE
GOVERNMENT
Table 1 below sets out ACIL Allen’s estimates of the tax payments that the South
Australian Government would receive under APPEA and ACIL Allen’s scenarios of
developing oil in the Bight:
Table 1: Estimated tax paid to the South Australian Government

SA payroll tax ($m)

Average annual
payment
Base
High
41.7
147.2

Present value
Base
300

High
900

Total 2020 to
2060 payments
Base
High
1,700
6,000

Source: ACIL Allen Consulting (2018), p iv, vii

Table 1 shows that the South Australian government will receive some $41.7 million in
annual revenue over the 40 years of the project. To put this in context, In the 2018-19
year alone year alone the South Australian Government will receive $1,200 million in
payroll tax revenue and total revenue of $20,200 million.6 The $40 million in annual
average revenue predicted in the base case scenario by ACIL Allen represents 3% of
South Australia’s 2018-19 payroll tax revenue and a fifth of 1% of total revenue.
Table 1 shows that the total value of payments received by South Australia out to 2060
will total $1.7 billion under the base case scenario, or up to $6.0 billion under the high
case scenario.
ACIL Allen present their results in present value (PV) terms, using a discount rate of
seven per cent. Discounting future payments is important because payment now is
usually preferred to payment later, particularly when uncertainty is involved. Events
that make future tax payments uncertain include: oil production being lower and more
costly than planned; competition from lower cost oil produced elsewhere; and
reduced oil demand (eg because of the development of electric cars). Adjusting for the
time value of money and uncertainty, ACIL Allen estimates the value of these
payments at $0.3 and $0.9 billion. Even if the SA budget did not grow in size at all, over
this period its total revenue would be $269 billion in PV terms.
To be clear, South Australia is being asked to risk some of its most important
environmental and economic assets for 40 years and in return it would improve its

6

SA Government (2019) 2019-20 Budget Paper No. 3, p40, 36,
https://statebudget.sa.gov.au/#Budget_Papers
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budget position by one tenth of 1% (base scenario, PV basis) and one third of 1% (high
scenario, PV basis).

AUSTRALIAN FEDERAL GOVERNMENT
As discussed above, payments to the Australian Federal Government through company
tax and PRRT make up the vast bulk of the ACIL’s estimated payments generated by
Bight oil development. These payments are detailed in Table 2 below:
Table 2: Estimated tax paid to the Australian Government

PRRT ($b)
Company tax ($b)
Total Federal Government
tax ($b)

Average annual
payments
Base
High
0.6
4.1
0.9
2.6
1.5
6.7

Present
value
Base High
2.2
18.7
5.2
15.6
7.4
35.3

Total
payments
Base
High
23.5 164.9
36.0 105.0
59.5 269.9

Source: ACIL Allen Consulting (2018), p iv, vii

Table 2 shows that the Federal Government would receive an average of $1.5 billion
each year in PRRT and company tax payments under ACIL Allen’s base case scenario
and $6.7 billion under the high case scenario. The present value of these payments is
just $7.4 billion (base) and $35.3 billion in the high scenario. The reason the present
value is so much lower than the total value is that the payments are modelled to occur
far in the future, so are heavily discounted to reflect uncertainty and time value of
money.
These tax payments are very small compared to the Australian Government’s total
estimated revenue. In the base case, the average annual payment to the Federal
Government is $1.5 billion, less than a third of 1% of the Australian Government’s total
estimated revenue of $514 billion in 2019/20. In the high case, the payment amounts
to 1.3% of Australian Government revenue.7

7

Parliamentary Library (2019) Budget Review 2019-20: Revenue,
https://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/
rp/BudgetReview201920/RevenueOverview.
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PAYMENTS TO NORWEGIAN GOVERNMENT
The Norwegian Government owns 67% of Equinor.8 If we assume Equinor is the sole
developer of ACIL Allen’s Bight scenarios, we can use the ACIL Allen’s modelling to
estimate income that the Norwegian Government would receive if the development
proceeds.
In Table 3 we use ACIL Allen’s calculation of the company tax payments to calculate in
turn what profits Equinor would make from the project. From this, profits to the
Norwegian Government can be derived:
Table 3: Estimated Norwegian Government profits from oil development
Average
annual
payment
Direct company tax ($b)
Company tax rate
Equinor profits after tax and after
PRRT ($b)
% owned by Norwegian Government
Profits to Norwegian Government
($b)

Present
value

Total payments

Base
0.9
30%
2.1

High Base High
2.6
5.2 15.6
30% 30% 30%
6.1 12.1 36.4

Base
36
30%
84

High
105
30%
245

67%
1.4

67%
4.1

67%
56

67%
164

67%
8.1

67%
24.4

Sources: ACIL Allen Consulting (2018) and The Australia Institute calculations.

Table 3 shows that the Norwegian Government would receive annual average benefits
of $1.4 to $4.1 billion, with present value of $8.1 to $24.4 billion. The present values
for Norway are higher relative to the totals than benefits to the Federal Government
as the Federal Government’s benefits are heavily influenced by PRRT, which gets paid
much later in the period of ACIL Allen’s modelling.
Table 3 assumes that the company tax rate is 30% (the current company tax rate) and
calculates Equinor’s profits by multiplying ACIL Allen’s estimated company tax
payments by 2.33 ((1-30%)/30%). We assume that Equinor is the only developer of oil
in the Bight. The profit share to Equinor and the Norwegian Government will decrease
if other companies share development. We also assume that all profits would be
distributed to shareholders and not retained or reinvested in the business.

8

Equinor/Statoil (2015) The Norwegian state as shareholder, https://www.equinor.com/en/aboutus/corporate-governance/the-norwegian-state-as-shareholder.html
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COMPARING BENEFITS TO GOVERNMENTS
Comparing the benefits of Bight oil development to the South Australian, Australian
and Norwegian governments, one thing is clear – the SA Government benefits the
least. Figure 3 below compares the base case payments to each government:
Figure 3: Base case benefits by government
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56
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Sources: ACIL Allen Consulting (2018) and The Australia Institute calculations.

Figure 3 shows that regardless of how ACIL Allen’s modelled benefits are presented,
the SA Government receives less than 2% of the benefits to governments. The
Australian and Norwegian governments split 98% of the benefits. In present value
terms, the Norwegian government receives the greatest benefit, $8.1 billion, 27 times
greater than the $300 million benefit to the SA Government.
We focus on the base case because it is still unknown whether the development will be
economically viable let alone whether production is viable at a higher level. We also
focus on the net present value payments because ACIL Allen forecasts that revenues
will take decades to materialise. They forecast the project will not pay company tax
until 2034 and not to pay PRRT until 2047.
Figure 4 below considers the benefits to governments under ACIL Allen’s high
production scenario:
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Figure 4: High case benefits by government
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Sources: ACIL Allen Consulting (2018) and The Australia Institute calculations.

Figure 4 shows that under the high production scenario, benefits to the SA
government are still a fraction of those to the Federal and Norwegian governments.
With earlier PRRT payments, the Australian Government benefits slightly more in
present value terms than the Norwegian Government, and substantially more in total.
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Other considerations
SUBSIDIES
Beyond environmental risk and payments to governments, another factor to consider
around oil and gas developments is the fact that major resources projects often
require significant subsidies and support from State and Federal Governments to
become financially viable. There is no reason to believe the development of an oil field
in the Great Australian Bight will be any different.
The North West Shelf oil field development in Western Australia provides a good case
study. The Western Australian state had to incur substantial expenses through
infrastructure provision and other forms of subsidy during the development of the oil
field, before any revenue was collected. This is made clear by the Western Australian
Treasury:
In the 1970s and 1980s the State played a pivotal role in securing the
development of the North West Shelf gas project through agreements, financial
assistance and infrastructure provision. … In 2010 net present value terms, the
cost of Western Australia’s assistance to the North West Shelf project (e.g.
payment of subsidies to the State’s power utility to help cover the losses it
initially incurred under crucial ‘take or pay’ gas contracts) is estimated to be
around $8 billion.9
The SA Government gave “in-principle support” for royalty holidays to subsidise
development while in opposition.10
South Australia already subsidises its extractive sector. $316 million was spent by the
South Australian Government on measures that wholly or largely assisted the minerals
and fossil fuel industries, including $40 million on gas extraction, between 2008/09 and
2013/14.11

9

WA Government (2011) GST Distribution Review: WA Submission, p13
Russell (2014) SA gas producers will get a five year royalty holiday under Labor’s plan for the resources
sector, https://www.adelaidenow.com.au/business/sa-business-journal/sa-gas-producers-will-getafive-year-royalty-holiday-under-labors-plan-for-the-resourcessector/newsstory/7bc5b6f34d429f9d6e2de514c6a8293f
11
Peel, Campbell & Denniss (2014) Mining the age of entitlement, p4, 46,
http://www.tai.org.au/content/mining-age-entitlement
10
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OPTIMISTIC FORECASTS
We also note that the forecasts of tax revenue are likely to be over-optimistic. Nobel
Prize winner Daniel Kahneman and Bent Flyvbjerg (regarded as the world’s leading
expert on megaprojects) have documented that forecasts for megaprojects are very
often over-optimistic. In contrast Flyvbjerg states that the iron law of megaprojects is
that they are “over budget, over time, over and over again”. This implies that the Bight
oil production will be much less profitable than forecast and will pay much less tax
than forecast.
Flyvbjerg uses the term ‘strategic misrepresentation’ to describe how proponents of
megaprojects have an incentive to over-state the benefits of a megaproject in order to
gain approval. Proponents of Bight oil development have an incentive to over-state the
tax revenues the project will generate.
Last year The Australia Institute documented how economic modelling of Australian oil
and gas projects has been optimistic. The development of Bight oil is likely to be
similar.12

12

Campbell and Shields (2018) We’ll pay tax … one day: Submission to Senate Inquiry into Corporate Tax
Avoidance, https://www.tai.org.au/content/we%E2%80%99ll-pay-tax-%E2%80%A6one-daysubmission-senate-inquiry-corporate-tax-avoidance
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Table 4: Oil and gas industry commissioned economic reports
Company/project

Consultants

Full report Key tax claims
available?
Offshore Projects
No
$338 billion in
federal taxes
to be paid
from 2009 to
204013

Chevron –
Gorgon/Wheatstone

ACIL Allen
2015

Inpex – Ichthys

ACIL Allen

No

$73 billion in
total taxes to
be paid from
2012 to
205014

Shell – Prelude

Internal

No

$12 billion in
taxes will be
paid15

Santos – Narrabri

ACIL Allen
(2016)

Coal seam gas
development in Qld

ACIL Tasman
(2012)

Onshore Projects
Yes
$1.4 billion in
company
taxes to be
paid 2017 to
2042 ($3.1b in
total taxes to
be paid)16
Yes
$228 billion in
federal taxes
to be paid
from 2011 to
203517

Comments on actual
federal tax paid
Chevron paid no corporate
tax in 2013/14, 2014/15
and 2015/16 despite
reporting revenue totalling
$9.2 billion for those three
years
Inpex reported revenue
totalling $4.6 billion for
2013/14, 2014/15 and
2015/16 and paid only $0.1
billion in corporate tax for
those three years
Prelude will start
production in 2018. Shell
reported revenue totalling
$47.5 billion for 2013/14,
2014/15 and 2015/16 and
paid only $1.1 billion in
corporate tax for those
three years.
Santos paid no corporate
tax in 2014/15 and
2015/16 and only $3
million in corporate tax in
2013/14. Over those three
years it reported revenue
totalling $11.2 billion.
Qld coal seam gasfields
have produced less gas
than forecast and the three
Gladstone LNG have had
larger writedowns
indicating tax paid will be
much less than forecast.

13

ACIL Allen (n.d.) A Snapshot Of Chevron’s Realised And Forecast Economic Benefits In Australia
http://www.acilallen.com.au/cms_files/ACILAllen_Chrevon2015.pdf
14
ACIL Allen (n.d.) An Economic Impact Assessment: The Ichthys LNG Project,
http://www.inpex.com.au/media/2967/2240_acil-allen-brochure-2_web.pdf
15
Validaris (2013) Prelude project will inject $45bn to Australian economy: Shell,
https://www.australianmining.com.au/news/prelude-project-will-inject-45bn-to-australian-economyshell/
16
ACIL Allen (2016) Narrabri Gas Project – Economic Impact Report, p30
17
ACIL Tasman (2012) Economic significance of Coal Seam Gas in Queensland, p101,
http://www.acilallen.com.au/cms_files/ACIL_CSG_Queensland_2012.pdf
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Arrow LPNG plant

AEC Group
(2011)

Yes

APPEA – Economic
impact of shale and
tight gas development
in the NT

Deloitte
Access
Economics
(2015)

Yes

$13.1 billion in
federal taxes
to be paid
from 2013/14
to 2029/3018

$961 million
increase in NT
Gov revenue
over 2020204019
Sources: In footnotes and ATO (2017) Corporate Tax Transparency,
https://data.gov.au/dataset/corporate-transparency

Arrow’s parent company,
Shell reported revenue
totalling $47.5 billion for
2013/14, 2014/15 and
2015/16 and paid only $1.1
billion in corporate tax for
those three years.
Later report for NT
Fracking Inquiry by ACIL
Allen found “very high”
probability of “failure to
commercialise”.20

Table 4 shows that while huge benefits are forecast for decades in the future, even oil
and gas companies earning billions in revenue are able to reduce tax bills to zero.
There is no reason why oil in the Bight should be any different, particularly as the
world begins to move away from fossil fuel, undermining the economics of speculative,
risky projects like this.

18

AEC Group (2011) Economic Impact Assessment: Arrow LNG Plant, p56
Deloitte (2015) Economic impact of shale and tight gas development in NT,
https://www.appea.com.au/wp-content/uploads/2015/08/APPEA_Deloitte-NT_Unconv_gas_FINAL140715.pdf
20
ACIL Allen (2017) The economic impacts of a potential shale gas development in the Northern
Territory, https://frackinginquiry.nt.gov.au/inquiry-reports?a=465934
19
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Conclusion
Economic modelling done for the oil and gas lobby indicates developing oil in the Bight
will generate more profit for the Norwegian Government than it will generate tax for
the Australian Government in present value terms, and it will generate 27 times more
profit for the Norwegian Government than it will generate tax for the South Australian
Government. The tax the South Australian Government would receive is a pittance
(one tenth of one per cent) compared to its total tax revenue.21 In return it is being
asked to put some of South Australia’s most important environmental and economic
assets at to risk for the next 40 years.
The Australian Government is significantly more generous to the petroleum industry
than the Norwegian Government. The marginal tax rate on the Norwegian petroleum
sector is a very high 78%.22 The Norwegian Government also receives significant
revenues from its direct ownership in oil and gas fields. In 2019 the Norwegian
Government is forecast to receive $A46 billion from the petroleum industry. 23 In
contrast, in 2017-18 the Australian Government only received $1.2 billion in PRRT
despite rivalling Qatar as the world’s largest LNG exporter.24

21

In NPV terms.
Samuelsen (2018) Norway 2019 budget: Petroleum tax, https://home.kpmg/no/nb/home/nyheter-oginnsikt/2018/10/norway-2019-budget-petroleum-tax.html.
23
Norwegian Ministry of Petroleum and Energy (2018) NOK 286 billion in net revenue from the
petroleum industry in 2019, https://www.regjeringen.no/en/aktuelt/286-milliarder-kroner-frapetroleumsvirksomheten-i-2019/id2613985/; using an exchange rate of NOK/AUD 0.16 (as at 4
September 2019).
24
Khadem (2019) Tax credits for oil and gas giants rise to $324 billion,
https://www.abc.net.au/news/2019-04-01/tax-credits-for-oil-and-gas-giants-rise-to-324billion/10959236.
22
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