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Block Offer 2018 — Proposed blocks for consultation
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Purpose

This briefing seeks your agreement to the proposed blocks for Block Offer 2018 consultation. It
recommends you notify Cabinet that the Ministry of Business, Innovation and Employment (MBIE)
will consult with iwi and hapi, and notify local authorities, on the Block Offer 2018 consultation
blocks. Consultation will likely occur between 26 March 2018 and 25 May 2018.

We note your intention for the Interim Climate Change Commission (Interim~ Committee) to
consider how the allocation of new offshore petroleum exploration permits. may.impact reaching the
net-zero target by 2050 and the plan to transition to 100% renewable electricity by 2035. - We-also
note your intention for no offshore blocks to be offered as part ofithe Block Offer process untit after
the Committee has provided its advice. These intentions ate reflected in this briefing.note:

Executive summary

MBIE has selected proposed blocks for Bfock Offer 2018 consultation.  Following your direction to
limit available blocks to onshore Taranaki Basin, we propose to consult with iwi and hapi over a
total of 1,703 square kilometres. In«comparison, we consulted-over 508,691 square kilometres for
Block Offer 2017.

We recommend notifying relevant’local authorities of the blocks in the consultation areas at the
same time, however, it is-not a-statutory requirement to do so.

You have the final decision on the proposed blocks for consultation. After you have agreed to the
proposed blocks for consultation, we recommend that MBIE undertake statutory consultation with
iwi and hapu, and.notify local-authorities; which will likely occur 26 March 2018 and 25 May 2018.

Recommended action

The Ministry of Busingss, Innovation and Employment recommends that you:

a Agree to the proposed blocks for Block Offer 2018 consultation "
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b Agree to consult with affected iwi and hapl on the blocks for Block Offer 2018 consultation,
which will likely occur 26 March 2018 and 25 May 2018

Agree ) Di
gree /| Disagree
s
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o] Agree to notify relevant local authorities on the blocks for Block Offer 2018 consuitation,

which will likely occur on 26 March 2018
@isagree

d Agree to lodge the attache inet paper with the Cabinet Office for consideration at
Cabinet on 26 8
MW I~
m‘/\# Agree / Disagree

e Note we recommend making consideration of offshore oil and gas exploration an explicit
deliverable for the Interim Committee either through:

a. anamendment to the Interim Committee’s Terms of Reference (MBIE prefers), or

i und the scop
as providi

could then be

b. by writing to the Minister for Climate Change to provide clarifica
of the evidence and analysis request for the Interim Commi
information on the technical details relating to your p '
provided to the Interim Committee and published on the i

nes stevenson-vvallace

General Manager, Energy & 0 \ ergy and Resources
Markets
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Background: Process for selecting proposed blocks for consultation

1. The Ministry of Business, Innovation and Employment (MBIE) allocates petroleum
exploration permits through the annual Block Offer process. This tender is an annual
process, which is made by public notice. The annual tender may result in the grant of
petroleum exploration permits to successful bidders.

2. MBIE determines the blocks to be offered in the tender before a public notice is made. The
blocks on offer are defined in consultation areas before the public notice of tender. Once the
public notice of tender has been made, the blocks are defined in release areas.

3. The Block Offer involves eight stages: 1) request for industry nominations, 2) block selection,
3) ministerial consultation (at the Minister’s discretion), 4), consultation with iwi and hapa, 5)
analysis of consultation submissions, 6) public notice of tender, 7) evaluation of bids, and 8)
grant of permits.

4.  To date, MBIE has completed the 1) request for industry nominations; and 2) block selection
stages.

5. Following direction from you we have explicitly excluded consideration of any-offshore
acreage.

Industry nominations

6. MBIE allows international and New Zealand petroleum “exploration and production
companies and the broader petroleum €xploration industry to nominate areas to be included
in future Block Offer rounds. Nominations provide an.indication-of where there is interest
from industry. Nominated areas-are not’automatically‘included in future Block Offers. The
nominations process represents\a non-committal._expression of interest, and does not
necessarily correlate with bids received in a given Block-Offer round.

7.  For Block Offer 2018, we) received 23/nominations for onshore and offshore areas from
11 companies., A ‘map:showing nominations received for Block Offer 2018 is attached in
Annex 3. We<received nominations. from exploration companies and multi-client speculative
companies. Nominations are commercially sensitive.

Block selection

8.  MBIE has completed the block selection process by undertaking a staged process where we
assessed:

a) _ geological-merit — identification of areas with geological merit, principally based on
sediment thickness;

b)\ | “prospectivity — identification of areas with prospectivity. This is principally based on
evidence for components of a working petroleum system and previous industry interest
as expressed by data acquired,;

c)  commerciality — identification of areas of commercial interest. This is principally based
on industry nomination of areas during the nomination period, as detailed above. It is
also informed by market interest and progression of activity in areas of interest by
current and potential permit holders;

d) statutory obligations — removal of areas that are unavailable for petroleum exploration
by primary and secondary legislation; and

MBIE-MAKO-76955909

Briefing number: 2450 17-18

Prepared by:S 9(2)(a)

In Confidence o ) 4



10.

e) policy considerations — removal of areas that were excluded from previous Block Offers
in line with previously announced Government commitments, and after balancing the
concerns raised during previous consultation rounds against the prospectivity of the
area.

MBIE also requests from other Government agencies’ information about sensitive areas and
upcoming legislative changes that may have implications on petroleum activity.

MBIE’s block selection process is now complete. We request that you agree to the proposed
blocks for Block Offer 2018 consultation.

Blocks excluded from the Block Offer 2018 consultation areas because of statutory
obligations and policy considerations

11

12,

13.

In addition to your direction to exclude offshore blocks, we have excluded any land listed
under clause 3.1 of the Minerals Programme for Petroleum 2013 (Petroleum Programme)
because it is unavailable for permitting. This is a statutory requiremént and this land cannot
be included in any permit.

We have also excluded land from the Block Offer blocks for. consultation in'line -with
previously announced government commitments. As a‘result, the blocks inthe consultation
areas exclude:

a. land listed in Schedule 4 of the Crown Minerals_Act 1991 (CMA), which lists land to
which access restrictions apply. This.means-that there is‘a very low likelihood that any
petroleum activities, except minimum:impact activities, would be allowed to occur on
the land; and

b. land that was excluded from previous Block Offer.rounds. These areas were initially
excluded after balancing the concerns raised-during previous consultation rounds
against the prospectivity of the area.- This.means that we will continue to exclude land
around Parihaka Pa\and land that is being investigated by the New Plymouth District
Council and Taranaki iwi into passible wahi tapu sites.

There iscno statutory requirement:to ‘exclude blocks that have previously been excluded.
MBIE’s previous practice has been to exclude blocks that were purposefully excluded from
previous” Block Offer rounds unless there has been a material change in circumstance
(such-as.-new information regarding the prospectivity of an area). However, as the statutory
decision maker,you could re-include these areas for consultation.

Areas of sensitivity retained in Block Offer 2018

14.

19:

The proposed blocks for Block Offer 2018 consultation overlap with a number of sensitive
areas_ (Annex 2 refers). Further information about these areas is attached in Annex 5.
These'include:

a.  conservation estate (such as forest parks);
b.  kiwi distribution areas; and
c.  ecosystem management units.

These areas have been included in the consultation areas for Block Offer 2018 because the
purpose of Block Offer is to allocate petroleum exploration rights. There is no statutory
requirement to exclude them. The potential environmental, social and cultural effects of any
activity are managed through other parts of the broader petroleum regulatory system.
Legislation within the broader regulatory system includes the Resource Management Act
1991, the Conservation Act 1987, and the Historic Places Act 1993.
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16. Consultation on the above areas is routine. However, you have the full discretion over the
proposed blocks to be included in the Block Offer consultation areas.

Managing conflict between Block Offer 2018 and the policy of no new mines on Conservation Land

17.  The consultation area for Block Offer 2018 contains a number of relatively small parcels of
Conservation Land (totalling less than 36 square kilometres or about 2 per cent of the 1,703
square kilometres on offer). The policy work for no new mines on Conservation Land is still
being developed, but there is a potential for conflict if new Petroleum Exploration Permits are
issued as a result of Block Offer 2018 that require, as part of the proposed work programme,
drilling on Conservation Land.

18.

19.

Interagency consultation

20. In 2017, MBIE undert ere we sought information on whether

blocks for consultation.

there are any areas
on the proposed blocks for Block Offer 2018
ents, Te Puni Kokiri, Department of Conservation,

21.  The followin ere con
consultati %
Mlnlst wronme e New Zealand, Ministry for Primary Industries, the
Protect n , Treasury, and Land Information New Zealand. The

of Prim t d Cablnet was also informed in 2017.

Proposed bloﬂ%%q » Block Offer 2018 consultation

22. A ing the proposed blocks for Block Offer 2018 consultation are attached in
We propose that you consider releasing the blocks identified in Annex 1 for

ation with iwi and hapa.

propose to consult over a total of 1,703 square kilometres for Block Offer 2018. In
comparison, we consulted over 508,691 square kilometres for Block Offer 2017.

Proposed blocks in the Onshore Taranaki consultation area

24. MBIE proposes to increase the blocks in the Onshore Taranaki consultation area from 1,242
square kilometres in Block Offer 2017 to 1,703 square kilometres in Block Offer 2018.

25. We have excluded Parihaka Pa from the consultation area because it has been excluded
from previous block offer rounds. We have also removed land listed in Schedule 4 of the
CMA from this consultation area.
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26. We have excluded acreage that is being investigated by New Plymouth District Council and
Taranaki iwi relating to possible wahi tapu sites from the consultation area. This approach is
in line with that taken in previous block offer rounds.

Consultation with iwi and hapi

27. MBIE proposes to undertake consultation with iwi and hapi, and provide information to local
authorities, which will likely occur between 26 March 2018 and 25 May 2018.

28. Consultation with iwi and hapa is a statutory requirement. Under Section 4 of the CMA,
MBIE is required to “have regard to the principles of the Treaty of Waitangi.” MBIE is
required to consult with affected iwi and hapla on each Block Offer round so that they can
provide feedback on the consultation areas under clause 2.4 of the Petroleum Programme.

29. Under the Petroleum Programme, iwi and hapi have 40 working days to consider the
consultation blocks and make a submission. They may request that activities in certain
areas be subject to additional requirements or conditions that recognise the particular
characteristics of that area. Further, they can request that certain sensitive areas within the
proposed blocks be excluded from the Block Offer round' under clause 26 -of-the
Petroleum Programme.

30. In previous Block Offer rounds MBIE has notified local authorities to identify_any relevant
regional issues that may have implications on petroleum exploration. | MBIE is well-informed
about local authorities’ perspectives relating \to’ petroleum’ ‘exploration in Taranaki.
Consultation with local authorities is nota statutory requirement.. For Block Offer 2018, MBIE
proposes that we notify relevant local authorities.

31.  Once consultation has closed, submissions from_ iwi.and hapi will be analysed, along with
any requests for exclusion.” A final recommendation.on the areas to be released for bidding
will be made to you.

Next steps for Block Offer 2018

Finalising the blocks for Block Offer 2018 consultation

32. We propose that once you have made a decision on the blocks for consultation, no other
blocks will be included in the-Block Offer 2018 consultation process. This includes excluding
any-future permit surrenders and permit relinquishments from consideration.

Notifying Cabinet of the blocks for Block Offer 2018 consultation

33. We_propose-that you notify Cabinet of the blocks for Block Offer 2018 consultation. The
Minister of Energy and Resources has previously notified Cabinet of the commencement of
consultation. We have prepared a draft Cabinet paper, which is attached in Annex 4.

34. MBIE recommends that you lodge this Cabinet paper with the Cabinet Office for
consideration at Cabinet on 26 March 2018. This ensures that Cabinet is notified before the
likely commencement of consultation on 26 March 2018.

ICCC to consider offshore petroleum permits

35. Cabinet noted [CAB-17-0547.01 refers] the intention to establish an independent Climate
Change Commission (Climate Commission) in mid-2019 subject to the passage of the Zero
Carbon Bill. The same minute confirmed Cabinet's decision to establish an Interim
Committee to prepare evidence and analysis on priority matters to be provided to the Climate
Commission when it is established.
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36. We understand you intend that the Interim Committee and Climate Change Commission
should consider the role of future offshore oil and gas exploration in the context of the
Government's net-zero target by 2050 and the plan to transition to 100 per cent renewable
electricity by 2035.

37.  The Interim Committee would need to collect evidence and produce analysis concerning the
impact new offshore oil and gas exploration would have on meeting the net-zero target by
2050, and the role of gas fired peaking and security of supply on the transition to
100 per cent renewable electricity generation.

38. The Interim Committee is due to report their findings to the Climate Change Commission,
subject to the successful passage of the Zero Carbon Bill, by mid-2019.

39. This work is consistent with the Interim Committee’s Terms of Reference (TOR), although it
is not explicitly a required deliverable. We recommend either making this an explicit
deliverable through an amendment to the TOR (MBIE'’s preferred option),or alternatively that
you write to the Minister for Climate Change to provide clarification the scope of
evidence and analysis request, as well as provide information on the t details refatin
to your portfolio. These could include for example, information-aro raction with Blo
Offer and other context for the Committee. We recommend this letter-is then pro

Committee and be made public for transparency reason@
Preservation of existing rights @ @@
40. No new offshore blocks will be offered %@k Offer after the Climate

Change Commission has reported it ased on._the analysis and advice of the
Interim Committee. The scope of<this ideration_will be permits. The rights of
incumbent operators under existing permits will not be ed.

be.no change to an operator’s ability to
, drill wells, and or modify their existing
uldvinclude the ability of incumbent exploration
um discoveries made by exercising their

ining per
42. iti % velopments would continue to be assessed under the
i ings e CMA and associated regulations, the Petroleum
e and as@ vironmental, health and safety legislation.

41.

Risks with this ap,
43.

44,

45.
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Annexes

Annex 1: Map of proposed blocks for Block Offer 2018 consultation
Annex 2: Map of overlaps with sites of sensitivity

Annex 3: Petroleum nominations

Annex 4: Cabinet paper

Annex 5: Classification of sensitive areas included in blocks for consultation
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Annex 1: Map of proposed blocks for Block Offer 2018 consultation
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Annex 2: Map of overlaps with sites of sensitivity
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IN CONFIDENCE - == \@

Office of the Minister of Energy and Resources \J

Chair, Cabinet

Petroleum Block Offer 2018: Commencement of consultation, Interim Climate Change
Committee to consider allocation of offshore petroleum exploration permits

Proposal

1 To inform you that the Ministry of Business, Innovation and Employment (MBIE) will
consult with iwi and hapt, and notify local authorities, on'the' Block Offer (2018
consultation blocks. Consultation will likely occur between. 26 March (2018 -and
25 May 2018.

2 Additionally, to inform you that | intend that the-Interim Climate Change Committee
(Interim Committee) and Climate Change Commission should consider the role of future
offshore oil and gas exploration in the context of the Government's net-zero target by
2050 and the plan to transition to 100 per.cent renewable electricity by 2035.

Block Offer 2018 Executive Summary

3 Following direction from-me to limit available ‘blocks to the onshore Taranaki Basin,
MBIE has selected the blocks for Block-Offer- 2018 consultation. This selection is based
on geology, prospectivity, commercial\ interest, statutory obligations and policy
considerations for this region.

4 No offshore blocks will be offered until such time as the Climate Change Commission
has‘provided-advice to Government, based on the evidence and analysis of the Interim
Committee.

5 In‘total, the blocks for Block Offer 2018 consultation total 1,703 square kilometres. In

comparison, MBIE consulted over 508,691 square kilometres for Block Offer 2017. | will
direct-MBIE to consult with iwi and hapl whose rohe overlaps with the consultation
blocks as required under the Crown Minerals Act 1991 (CMA) regime. Consultation will
likely’occur between 26 March 2018 and 25 May 2018. | will also direct MBIE to inform
relevant local authorities of the consultation blocks.

6 I will then consider iwi and hapi submissions before making a final decision on the
Block Offer 2018 tender blocks, which will occur later in June/July 2018.

Interim Committee to consider future of new offshore petroleum exploration permits

7 I intend that the Interim Committee [Cab 17-MIN-0547.01 refers] should gather evidence
and analysis relevant to the role of future offshore oil and gas exploration in the context
of the Government’s net-zero target by 2050 and the plan to transition to 100 per cent
renewable electricity by 2035.
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24

Block Offer consultation areas N
i

25 As a result of the block selection process, | intend to direct MBIE to with iwi and
hapd over a total of 1,702 square kilometres omparison,

O‘» 0 Offer%

26 The Block Offer 2018 consultation in the p [@Se aranaki Basin only. A
map has been provided as Anne

Consultation with affected iwi G

508,691 square kilometres were consulte

27 er 2018 ender t@‘ finalised, MBIE must consult with iwi
¥ e OVE h tion area. This is a statutory requirement
AA. i ult with iwi and hapd, which will likely occur

6. March 018.
28 tion“provides. iwi a pa with the opportunity to identify any concerns they
with th %They may request that activities in certain areas be subject to
itional require conditions that recognise the particular characteristics of that

area. Further, can request that certain sensitive areas within the proposed blocks
be exc ro e Block Offer round.
Li

or-MBIE to inform local authorities, where their regional or district boundaries

intersect with the consultation areas. There is no statutory requirement for consultation
roups other than iwi and hapa.

29
30 After the consultation period closes, MBIE will analyse submissions. | will then make a
final decision on the blocks available for tender prior to the formal bidding period.

Consultation

31 MBIE consulted with the following agencies in 2017 on the proposed consultation area:
the Office of Treaty Settlements; Te Puni Kokiri; WorkSafe New Zealand: the
Department of Conservation; the Ministry for the Environment; Ministry for Primary
Industries; the Environmental Protection Authority; Treasury; and Land Information New
Zealand. The Department of Prime Minister and Cabinet was also informed.









Annex 1: Map of proposed blocks for Block Offer 2018 consultation
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