Notes from the 2nd Wollombi Sydney Gas Meeting – 14-July-2008
Peter Hamshere welcomed attendees and Sydney Gas Representatives.

Presentation entitled “Sydney Gas Exploration in the Hunter” by Mark Harper (with [largely undocumented] interjections from Dana Hollis).

A map showing PEL 4 and PEL 267

An explanation of Coal Seam Gas Exploration

“What we need to find is sufficient coal that has sufficient gas and that the gas can be extracted in sufficient amounts for viable production.”

Exploration: Seismic Study – Core holes – Test wells

Production and Sales: Produce Gas – Sell Gas

Core holes: 4 inches in diameter taking ground samples
Core hole site uses tanks rather than cellars (plastic-lined ponds)

A liquid is used to propel and lubricate the drill-head. Drilling remains and liquids are taken away for processing.

The drilling rig is approx 30 feet high running from 7am to 7pm Mon-Fri and 7am to 1pm Sat.

Core hole lined with metal tubing. Aquifers are not affected, if a second deeper aquifer is found, the core hole will be sealed off and abandoned.

Some aquifers must not be disturbed by law.

Slides showing core hole samples and a rehabilitated core hole site.

Core holes are filled and sealed in concrete

Test wells: similar in structure to a core hole, encased to prevent leakage. Some wells have significant CO2 and may be sealed off and abandoned.

A test well is to test the flow of gas, filtering impurities, CO2, water etc.

The gas is flared (burnt) on-site rather than taken away.

A test well is only 5 feet high with a visible tank and a 10 foot fence. In the case of a lot of water, the water is piped away with the gas [which makes no sense when the gas is being burnt].

A production well is sealed (encased) down to the coal seam.

Pipelines are small pipes from the wells growing to larger pipes as more wells join the pipeline along it’s length to the Compressing station.

Odorant is added at the Compressing station [meaning the gas is odourless along the pipelines]. The gas is lighter than air. Coal seam methane will ignite in a 5-15% air-gas ratio. (LPG ignites in a 5-30% ratio and Petrol 3-95%)

Questions from Sean Gough 
1. Why did Sydney Gas stop exploring for methane gas in the Wyong area? 

Mark Harper (MH): I wasn’t with the company back then. Management decided not to continue with it for some reason.


2. How long has Sydney Gas been operating as a company?

MH: Not sure, probably 6 to 8 years, I’ll find out for you (looks towards Peter Hamshere).


3. Has Sydney Gas conducted any seismic surveys of the immediate area around Wollombi or Paynes Crossing? If not when will they, over what area and will separate access agreements be required? 

MH: Yes we conducted seismic surveys here.

Dana Hollis (DH): Actually, not in Wollombi, but in the Hunter.

MH: Seismic surveys would show the same thing across the entire region. We know what the strata [or structure] is and it wouldn’t show anything we don’t know.


4. Who are the joint venture partners with SGL? 

MH: AGL in a 50/50 partnership
   

5. Does Sydney Gas/AGL JV receive funding from the State Government? 

MH: No, nothing from the state Government.


6. How many gas fields does Sydney Gas extract from? 

MH: One. Camden


7. What stage are you at in Camden and is it planned that you will drill more wells and, if so, how many? 

MH: Looking to expand. How many depends on what is found. Probably double – 200-300 possible. I am speculating. 200 is a standard answer for the number of well-heads.


8. How many wellheads are extracting gas in the Camden Gas Project?

MH: Approximately 100


9. How many compressor stations service the Camden Gas Project? 

MH: One for the whole field


10. Does each wellhead have a permanent flare? (or is that only during the pump test period?) 

MH: Yes, a continuous 24 hour flare


11. What is the typical duration of a pump test period? 

MH: 2 or 3 months


12. What is the land area comprising the Camden Gas Project infrastructure? 

MH: I have no idea. Any answer I gave would be speculation. I’ll find out and let you know [looks to Peter Hamshere]


13. Your company web site states that “Water handling is not an issue for the Camden Gas Project. All coal seams are different and in Camden there is relatively low water production from the coal seams, resulting in minimal associated costs. The wells are generally dewatered over three months, whereas some Queensland and US wells can take up to 18 months to dewater.” When a well is being dewatered, how much water is being removed each day? (Jiliby 2A at Wyong was producing approximately 100,000 litres a week. It was estimated that if a field had been developed at Wyong it could have equated to the removal of more than 1 billion litres per year resulting in 600 road tanker trips per week) 

Various answers by MH: 

Dewatering occurs 24 hours per day (continuous)

Volume varies – 20,000 to 30,000 litres per week

Flows reported are peak rates, they don’t continue at that level.



14. What is Sydney Gas’s legal liability for damage or pollution of the local environment, water courses and water tables or damage to public health and safety? 

MH: All liability is with Sydney Gas, not the landowner. 


15. What would happen to your operation if you or the joint venture partner were to dissolve or go bankrupt? 

MH: Our insurance would cover it. AGL is a $6Bn company
16. 
I understand there are two well completions commonly used in coalbed methane wells: open-hole cavity completions and hydraulically stimulated completions. Which method does Sydney Gas employ? 

MH: I don’t know which one is used


17. In the open-hole cavity completion, the well is injected with high-pressure gas and water and is then rapidly depressurized. This process is repeated several times to break down the coal in order to create a large effective well radius, or cavity, in the coal seam. In the hydraulic stimulation process, a high-pressure fluid (usually a gelled liquid, foam, or gas) is injected into the well along with a proppant (generally sand). The injection of the fracturing fluid either creates and propagates a fracture from the well into the coal seam, or opens preexisting, near-wellbore fractures. The proppant is used to keep the fractures open once the well is put onto production. Once the gas is extracted and the cavity or fracture depressurize, does that then cause a vacuum? (If that is the case then it follows that the water table above will drop into the coal seam). 

MH: Again I don’t know which. [A fragmented discussion followed].

MH: This is one on the myths we want to dispel. There is NO EVIDENCE that taking gas and water out of the ground will affect the water table. It has never happened in NSW (I’ll find out about the rest of Australia). 

These are environmental myths meant to scare people.

Peter Firminger: They should scare people. Simple physics shows that taking hundreds of thousands of litres of gas and water must leave a void and this will be filled by something.

MH: There is no evidence for that. It simply doesn’t happen. There is probably 300 feet of rock between the aquifer and the fragmentation.


18. It is well documented that dewatering, pressurisation and fracturing of the coal seam causes unpredictable migration and venting of methane which, in turn, leads to poisoning of water tables and soil, causing soil to become anoxic leading to total death of vegetation (as happened in the Cataract River area south of Sydney). Is there any guarantee that this will not happen here?

MH: Cataract was Long Wall Coal Mining, not Coal Seam Methane. It’s an entirely different process. 

MH went on to explain a 6 foot subsidence under a Gas Pipeline south of Sydney due to Long Wall Coal Mining. Also said that there is no chance of gas migration and that the cases in the United States were where the gas (and coal seam) was almost at surface level.
Other Questions and comments:
Darryl Heslop: The Greta coal seam is a wet coal seam.
Phillipa Heslop: Is the water saline?

MH: yes it is, it is disposed in a water treatment plant.

[Not sure who]: Is a pump used to extract the gas?

MH: No, the gas is under pressure, but a compressor station is used further away to move the gas efficiently.
Steve Sullivan: How far do the pipes run?

MH: Depends on where we put the compressor station.

Phillipa Heslop [I think]: How big is the station?

MH: Think about the size of Wollombi Village. About ½ Dozen football fields. It doesn’t need to be close by.

[Not sure who]: Will the pipes run through paddocks?

MH: Yes, and along roads. Just like Sydney, it’s very safe and doesn’t disturb anyone at all.

[Not sure who]: Is there a safety cutoff in case of a leak?
MH: Yes, we monitor the pressure and know exactly what’s happening.

Peter Firminger: You say you add the odorant at the compressor, this means the gas in the local pipes is odourless?

MH: Yes, but as I said, it’s lighter than air and just blows away into the atmosphere
Darryl Heslop: You are aware that the Council is to enforce a Environmental Management Zone on the valley?
MH: That shouldn’t be an issue. We will work with the locals to ensure everything is OK.

Francisca Maul: So I can’t paint my gutters due to a heritage order but you can do what you like?

No real answer.

Questions raised in a letter from Chamber:

1. Will the protection of our heritage be paramount in light that one of the proposed drilling sites is opposite a heritage property and that the proposed pipeline is to be under the Great North Road?

MH: There is no proposed pipeline

2. Are you relying on Sydney Gas earlier Hydrogeological study that does not appear to extend to Wollombi or Paynes Crossing – concern that the core holes will be drilled through aquifers, alluvial and water tables

MH: This, as explained earlier, is not an issue

3. Have you taken into account the risk of bushfires, flooding rains, risk of water contamination, disposal of wastes, adverse environmental impact to Wollombi Brook and the native flora and fauna 

MH: There is no risk what-so-ever posed by bushfires or flooding. We saw evidence of this in the Canberra fires where only a PVC Pipe was burnt.

I’m not going to say there’s a zero chance of water contamination, just as I couldn’t say there is a zero chance of being hit by a meteorite when crossing the road to the pub after this meeting.

There is no issue with wildlife, cattle etc.

Publicity girl: I have seen eagles circling a drill rig. It’s really quite surprising. It doesn’t bother wildlife at all…

4. Are there any more drill sites being discussed or planned?

MH: No other sites are planned
Other Questions

Peter Hamshere: What is the percentage of chance of success?

MH: Hard to say. How do I feel about it? People ask me “Should I buy shares?” I have no feeling. Less than 50%. Our job is to explore. We are paid to explore. Shareholders speculate.

Steve Sullivan:  Paid by whom?
MH: We are funded by the shareholders. Shareholders speculate. It’s like a lottery. 

We are granted a license to explore by the State Government. If we don’t use it they will rescind it and give it to someone else.
.

Phillipa Heslop: Would it impact visually on the village?

MH: No, I wouldn’t expect to be able to see anything. If there was one here I could hide it so you couldn’t see it.

Robyn Lamond: This is the most offensive stage. (Exploration). This is when it devalues properties.

MH: it is only 6 – 8 weeks.

Sean Gough:  How long in Camden?
MH: 3 or 4 years now.
Francisca Maul: I will no longer be able to sell my property as a pristine environment. I’m not lying. I’m a Christian. I can’t lie.
Peter Hamshere adjourned the meeting to continue with Chamber business at the Tavern.

Notes by Peter Firminger – 15-July-2008
