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1. Purpose
The purpose of this guideline is to describe NOPSEMA’s administraƟon of the financial assurance
requirements set out in the Offshore Petroleum and Greenhouse Gas Storage Act 2006 (OPGGS Act) and the
Offshore Petroleum and Greenhouse Gas Storage (Environment) RegulaƟons 2023 (Environment RegulaƟons)
which apply to Ɵtleholders undertaking a petroleum acƟvity.  

This guideline provides advice on how Ɵtleholders can establish compliance with the duty to maintain
suffi cient financial assurance and how they can demonstrate that compliance to NOPSEMA prior to
acceptance of an EP and for the duraƟon of the petroleum acƟvity and while the Ɵtle remains in force.
Broadly, the process to demonstrate compliance includes:

 using an independently validated and NOPSEMA-endorsed method to esƟmate the greatest reasonably
credible costs, expenses and liabiliƟes associated with response, clean up, and monitoring the impacts of
an escape of petroleum

 idenƟfying the appropriate form/s of financial assurance

 maintaining financial assurance and ensuring that it will be accessible 

 making a Financial Assurance DeclaraƟon to NOPSEMA (FM1519) 

 submiƫ ng a Financial Assurance ConfirmaƟon to NOPSEMA (FM1465) prior to acceptance of the
environment plan

 demonstraƟng a process for review, management of change, and re-validaƟon where required.

Whilst this guideline specifies the factors NOPSEMA takes into account when determining if it is reasonably
saƟsfied that the Ɵtleholder has complied with the financial assurance duty, the requirement to maintain
suffi cient financial assurance for the life of the Ɵtle rests with the Ɵtleholder.

The guideline is intended for Ɵtleholders who are required to demonstrate financial assurance in 
accordance with regulaƟon 16 (i.e. as prior condiƟon for acceptance of environment plan). This guideline 
also contains informaƟon for Ɵtle applicants who will be required to demonstrate financial assurance if a 
Ɵtle is granted and they become a Ɵtleholder prior to acceptance of an EP.

This guideline also sets out the arrangements through which Ɵtleholders may demonstrate financial
assurance in accordance with regulaƟon 16, for circumstances where there are no foreseeable spill risks or
other foreseeable petroleum incidents associated with the proposed ‘petroleum acƟvity’ described in an
environment plan. 
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2. LegislaƟve requirements relevant to financial assurance

2.1. Capacity to meet costs, expenses and liabiliƟes

The Explanatory Statement1 describes that financial assurance is required to deal with extraordinary costs,
expenses and liabiliƟes that a Ɵtleholder might not have the capacity to meet. It is not expected to cover
expenses of a Ɵtleholder in meeƟng ordinary operaƟng costs, such as the costs of compliance with Ɵtle
condiƟons. Further to this, the Explanatory Statement for the amended Environment RegulaƟons (when
financial assurance was introduced)2 states that ordinary commercial commitments that fall to the Ɵtleholder
to manage do not require financial assurance.

NOPSEMA’s posiƟon is that secƟon 571(2) of the OPGGS Act requires Ɵtleholders to esƟmate the sum of the
greatest reasonably credible costs, expenses and liabiliƟes that may arise from a petroleum incident relaƟng
to the acƟviƟes of the Ɵtleholder in order to determine the level of financial assurance that may be required.

For the purposes of this guideline NOPSEMA acknowledges that, in most cases, the greatest reasonably
credible costs, expenses and liabiliƟes that may arise from a petroleum acƟvity are associated with the
unlikely event of an escape of petroleum. This does not limit the Ɵtleholder’s duty to maintain suffi cient
financial assurance for all costs, expenses or liabiliƟes that may arise over the life of a petroleum Ɵtle, whether
relaƟng to an escape of petroleum or otherwise. However, the scope of this guideline is financial assurance to
meet costs, expenses and liabiliƟes associated with an escape of petroleum.

                                                                           
1 Explanatory Statement, Offshore Petroleum and Greenhouse Gas Storage Amendment (Compliance M easures N o. 2) Bill 2013, at 42.

2 Explanatory Statement, Offshore Petroleum and Greenhouse Gas Storage (Environment) Amendment (Financial Assurance) RegulaƟons 2014.

SecƟon 571 Titleholder duty to maintain financial assurance

(2) The Ɵtleholder must, at all Ɵmes while the Ɵtle is in force, maintain financial assurance suffi cient
to give the Ɵtleholder the capacity to meet costs, expenses and liabiliƟes arising in connecƟon 
with, or as a result of:

(a) the carrying out of the petroleum acƟvity; or

(b) the doing of any other thing for the purposes of the petroleum acƟvity; or

(c) complying (or failing to comply) with a requirement under this Act, or a legislaƟve 
instrument under this Act, in relaƟon to the petroleum acƟvity.
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LiabiliƟes are considered to include costs under legal obligaƟon. These are taken to include reasonably
esƟmable costs, such as third-party costs associated with responding to an incident, clean-up and
remediaƟon, and undertaking monitoring. 

Methods for esƟmaƟng financial assurance are not expected to address unidenƟfiable or inesƟmable costs
which may be associated with compensaƟon for loss and ongoing damage to other parƟes, and which are able
to be pursued through civil acƟon in a court of law. NOPSEMA does not consider these to be reasonably
esƟmable prior to an incident occurring.

2.2. Forms of financial assurance for a Ɵtle

SecƟon 571(4) of the OPGGS Act provides the forms of financial assurance that may be maintained for the
purpose of complying with the duty. 

Titleholders may use their discreƟon in determining the form or mix of forms for their specific requirements,
as long as the form or combinaƟon of forms covers the maximum financial assurance required to meet the
financial assurance duty. 

For NOPSEMA to be reasonably saƟsfied that suffi cient financial assurance is being maintained, the Ɵtleholder
must be able to draw on the financial assurance at the Ɵme that costs, expenses and liabiliƟes may arise. 

NOPSEMA makes the following interpretaƟons of the forms of financial assurance listed in secƟon 571(4) of
the OPGGS Act that may be accessed by the Ɵtleholder in order to meet financial assurance requirements. 

Insurance

An arrangement by which one person undertakes in return for some agreed consideraƟon to pay another
person a sum of money, or provide an equivalent benefit, on the happening of a specified event, the
occurrence or Ɵming of which is uncertain. 

Self-insurance

The financial capability to cover a liability from an enƟty’s own assets, or from assets to which the enƟty has
access, rather than by purchasing an insurance policy. 

A bond

An instrument under seal, usually in the form of a deed poll, by which a person binds himself or herself to
another to pay a specified sum of money at some fixed date. It is a form of specialty debt, being evidenced in
wriƟng in the form of a deed.

The deposit of an amount as security with a financial insƟtuƟon

SecƟon 571(5) of the OPGGS Act defines a financial insƟtuƟon as having its ordinary meaning, and (to avoid
doubt) to include an ‘authorised deposit-taking insƟtuƟon’ within the meaning of the Banking Act 1959; and a
financial insƟtuƟon of a foreign country.

An indemnity or other surety 

An indemnity is a security or protecƟon against a loss, a sum of money paid to compensate a person for
liability, loss or expense incurred by the person. It offers legal protecƟon against liabiliƟes arising from one’s
acƟons. A surety is a person who makes himself or herself answerable for the obligaƟons of another, either
under a contract or as an equitable surety. 
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A leƩ er of credit from a financial insƟtuƟon

A leƩ er of credit is an advice issued by a bank authorising the payment of money to a named person on
presentaƟon by that person of specified documents to another bank. 

A mortgage

A lender’s interest in land, secured over the land of the borrower, including a charge on property for the
purpose of securing money or money’s worth.

2.3. The polluter pays principle

The polluter pays principle (PPP) underpins ecologically sustainable development and recognises that those
who generate polluƟon should bear the cost of containment, avoidance or abatement.

In the event of an escape of petroleum, the Ɵtleholder must comply with the ‘polluter pays’ principle
prescribed in the OPGGS Act (part 6.1A) and all relevant laws. 

The ‘polluter’, being the Ɵtleholder, is responsible for eliminaƟng or controlling the escape of petroleum,
cleaning up the escaped petroleum and remediaƟng any resulƟng damage to the environment, and carrying
out environmental monitoring of the impact of the escape on the environment, regardless of fault. 

Part 6.1A also caters for circumstances where a Ɵtleholder has failed to comply with this duty by enabling
NOPSEMA, the responsible Commonwealth Minister, a State or the Northern Territory to take necessary
acƟon and to recover the costs of that acƟon from the Ɵtleholder (SecƟon 572D-F). 

Part 6.1A, SecƟon 572C Escape of petroleum – Ɵtleholders’ duty 

(2) The registered holder of the Ɵtle must, in an offshore area, in accordance with the EP for the 
petroleum acƟvity:

(a) as soon as possible aŌer becoming aware of the escape of petroleum, take all reasonably 
pracƟcable steps to eliminate or control it

(b) clean up the escaped petroleum and remediate any resulƟng damage to the environment 

(c) carry out environmental monitoring of the impact of the escape on the environment.
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There is a no-fault element to the polluter pays obligaƟons meaning that the Ɵtleholder is liable for all the
costs associated with any response to an escape of petroleum, regardless of fault. Those reimbursable acƟons
may be undertaken by the Ɵtleholder or by the Commonwealth, a State or the Northern Territory. 

The financial assurance process in the OPGGS Act does not modify or cap liability as determined in a court of
law or under the ‘polluter pays’ statutory duty.  
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3. DemonstraƟng financial assurance 

3.1. Prior condiƟon to acceptance of an environment plan  

 

RegulaƟon 16 provides that NOPSEMA cannot accept an EP unless it is reasonably saƟsfied that the Ɵtleholder
is compliant with the financial assurance obligaƟons under the OPGGS Act and compliance with these
obligaƟons is in a form that is acceptable to NOPSEMA. 

In determining whether the financial assurance held by a Ɵtleholder is saƟsfactory, NOPSEMA considers
whether the Ɵtleholder has adequately esƟmated the costs, expenses and liabiliƟes that may arise from a
significant oil polluƟon incident associated with the petroleum acƟvity and the Ɵtleholder has access to
financial assurance for these maƩ ers.

A Ɵtleholder may demonstrate financial assurance in a form acceptable to NOPSEMA through:

 use of an independently validated and NOPSEMA-endorsed method for esƟmaƟng the greatest
reasonably credible costs, expenses and liabiliƟes that may arise from a petroleum acƟvity

 a completed Financial Assurance DeclaraƟon form

 a completed Financial Assurance ConfirmaƟon form

These maƩ ers are detailed in the following secƟons of this document.

RegulaƟon 16 DemonstraƟon of financial assurance prior condiƟon for acceptance of environment
plan

(2) For the purposes of paragraphs 571(3)(a) and (b) of the OPGGS Act, NOPSEMA must not accept 
the environment plan, or proposed revision of the environment plan, unless NOPSEMA is 
reasonably saƟsfied that:

(a) the Ɵtleholder is compliant with subsecƟon 571(2) of the OPGGS Act in relaƟon to the 
petroleum acƟvity; and

(b) the compliance is in a form that is acceptable to NOPSEMA.
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3.1.1. Low risk acƟviƟes for which an endorsed esƟmaƟon method is not required

If an EP clearly demonstrates that the proposed petroleum acƟvity has no potenƟal oil polluƟon scenarios and
no other foreseeable petroleum incidents for which costs, expenses and liabiliƟes could be esƟmated, the use
of an independently validated and NOPSEMA-endorsed method is not required. As described in SecƟon 3 of
NOPSEMA’s Financial Assurance Policy PL1780; costs, expenses and liabiliƟes are required to be esƟmated for
source control, operaƟonal response or environmental monitoring acƟviƟes and do not include operaƟonal
costs, commercial contractual arrangements, compliance costs or third-party compensaƟon claims. 

In such circumstances, a Ɵtleholder can demonstrate ‘compliance in a form acceptable to NOPSEMA’ by:

a. Clearly describing the circumstances in the EP

b. Obtaining wriƩ en agreement from NOPSEMA that an endorsed method is not required

c. Submiƫ ng a Financial Assurance DeclaraƟon form for the purpose described in secƟon 3.6

d. Submiƫ ng a financial assurance confirmaƟon form for the purpose described in secƟon 3.7. On the
confirmaƟon form the Ɵtleholder should select the opƟon for ‘calculaƟon in accordance with another
approach.’ In the absence of an endorsed method, the free text field for ‘date of endorsement’ should
instead provide a document reference for the relevant correspondence from NOPSEMA in relaƟon to
item (b) above.

3.2. EsƟmaƟng suffi cient financial assurance

Titleholders should uƟlise a suitably robust method for esƟmaƟng the greatest reasonably credible costs,
expenses and liabiliƟes that may arise from a petroleum acƟvity.  

Titleholders should select approaches for esƟmaƟng greatest reasonably credible costs, expenses and
liabiliƟes that are appropriate for the petroleum acƟviƟes under the Ɵtle. 

NOPSEMA does not prescribe any single approach to esƟmaƟng financial assurance levels to meet obligaƟons
under the OPGGS Act. Titleholders may use any cost esƟmaƟon tools available in the public arena or develop
their own pracƟcal approach for determining what level of financial assurance may be appropriate for their
acƟviƟes, as long as the method used is both independently validated and NOPSEMA-endorsed. 

It is generally suffi cient for the Ɵtleholder to hold financial assurance for the greatest reasonably credible
costs, expenses and esƟmable third-party liabiliƟes that may arise from a petroleum incident relaƟng to their
acƟviƟes, and as defined by:

 terminaƟon or control of the incident

 operaƟonal response measures required for containment, clean up and remediaƟon of the environment

 carrying out environmental monitoring of the impact of the petroleum incident

The above esƟmaƟon requires suffi cient understanding of the scope of the acƟvity in the EP and its associated
response and monitoring provisions. 

Financial assurance is required for all Ɵtles to which an EP submission relates, and is required to be
demonstrated for each individual EP. Where a Ɵtleholder has several petroleum acƟviƟes occurring across a
number of Ɵtles they may consider esƟmaƟng the greatest credible costs, expenses and liabiliƟes that may
arise from a petroleum incident relaƟng to all petroleum acƟviƟes across all Ɵtles. This approach will ensure
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that the Ɵtleholder’s esƟmaƟon of suffi cient financial assurance will also be appropriate to cover any other
lower order costs, expenses and liabiliƟes that may arise from their acƟviƟes. 

3.3. ValidaƟon and endorsement of methods for cost esƟmaƟon

Independent validaƟon and NOPSEMA endorsement is required for all cost esƟmaƟon methods. Under the
auspices of the Australian Energy Producers, industry has developed a method for cost esƟmate designed to
apply to most petroleum acƟviƟes in the Australian offshore regime. This method, described further in
SecƟon 3.3 below, has been independently validated and has been endorsed by NOPSEMA. If Ɵtleholders
wish to use an alternaƟve method, they should engage NOPSEMA early to discuss the requirements and
ensure there is suffi cient lead Ɵme for validaƟon and endorsement to occur.

If the financial assurance esƟmaƟon method has not been previously endorsed by NOPSEMA, or it is unclear
what method was used, or the assurance arrangements are more complex, NOPSEMA may require further
informaƟon on how the level of financial assurance was esƟmated.

Where a previously endorsed method of calculaƟon (refer to secƟon 3.3.3) is used to determine the level of
financial assurance required, a Financial Assurance DeclaraƟon Form (refer secƟon 3.6) supported by a
Financial Assurance ConfirmaƟon Form (refer secƟon 3.7) will, in most circumstances, be suffi cient to allow
NOPSEMA to be reasonably saƟsfied that the Ɵtleholder has complied with the financial assurance duty. 

3.3.1. Scope of validaƟon

Where a new cost esƟmaƟon method is to be uƟlised, Ɵtleholders are required to prepare a scope of
validaƟon and agree this with NOPSEMA prior to undertaking validaƟon of the method.

The Ɵtleholder must select validator(s) that are suffi ciently competent and independent and provide
documented informaƟon to demonstrate this to NOPSEMA. It should be noted that Ɵtleholders may uƟlise
any competent validator(s) and NOPSEMA does not prescribe in this area.

Prior to NOPSEMA agreeing to a scope of validaƟon the following should be considered:

 it is expected that the scope of validaƟon contains an overview of the proposed method of validaƟon and
sets out a systemaƟc process for evaluaƟng the financial assurance method put forward

 demonstraƟon of validator selecƟon process, evidence of their independence and competence, and that
they will have free access to relevant data

 the scope of validaƟon should contain provision for the validator to assess the appropriateness of the
method developed for calculaƟng financial assurance

 in parƟcular, it is expected that the scope of the validaƟon establishes, to a reasonable level of assurance,
that the method is suffi ciently robust and provides representaƟve coverage of acƟvity types, risks and
geographic locaƟons to support relevant boundaries/limits set

 it is expected that clearly defined deliverables are idenƟfied, including:

 A detailed validaƟon report for NOPSEMA and the Ɵtleholder to hold on record for the life of the EP

 A concise validaƟon statement for NOPSEMA’s review.

When a scope of validaƟon is agreed, NOPSEMA shall confirm this in wriƟng to the Ɵtleholder.
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3.3.2. Endorsement

Following independent validaƟon, NOPSEMA will require a copy of the validated method, the validaƟon
report, and a concise validaƟon statement from the independent validator(s). 

In its decision to endorse a parƟcular method, NOPSEMA will consider the extent to which the validaƟon
report and statement match the agreed scope of validaƟon and thereby provide reasonable assurance that
the method employed for calculaƟng financial assurance is suffi ciently robust. 

When a financial assurance method is endorsed to be a suitable form for demonstraƟng financial assurance as
a prior condiƟon to acceptance of an environment plan (in conjuncƟon with Financial Assurance DeclaraƟons
and ConfirmaƟon forms), NOPSEMA shall confirm this in wriƟng.

3.3.3. 2024 AEP method for esƟmaƟng levels of financial assurance

Australian Energy Producers (AEP) has developed the ‘Australian Energy Producers 2024 - Method for 
EsƟmaƟng Levels of Financial Assurance’ (2024 FA Method) for esƟmaƟng levels of financial assurance to 
assist Ɵtleholders with a standard approach to meeƟng financial assurance requirements under the OPGGS 
Act. The method sets a series of cost bands based on the characterisƟcs and potenƟal impacts of a 
petroleum incident that may arise from the acƟvity outlined in an environment plan. The method consists 
of two parts:

 Part 1 - General 2024 FA Method (the ‘General 2024 FA Method’)

 Part 2 – Vessel Based AcƟviƟes 2024 FA Method (the ‘VBA 2024 FA Method’)

This method has been independently validated and was endorsed by NOPSEMA on 11 October 2024 as
suitable methods for esƟmaƟng financial assurance levels. Further informaƟon regarding the ‘General 2024
FA Method’ or the ‘VBA 2024 FA Method’, including how to access them, is available directly from AEP. 

The two AEP methods may not be appropriate in all individual circumstances, and it is the responsibility of the
Ɵtleholder to determine whether the 2024 FA Method is applicable to their acƟvity. Where NOPSEMA
considers, based on the informaƟon provided in an environment plan, that an AEP method has been applied
inappropriately, further informaƟon on the Ɵtleholder’s applicaƟon of the method may be required prior to
acceptance of the environment plan. NOPSEMA reserves the right to require Ɵtleholders to calculate financial
assurance in greater detail, based on case-specific risks and responses outlined in the EP and these
esƟmaƟons will require independent validaƟon, and NOPSEMA endorsement, prior to NOPSEMA acceptance
of the EP as described in secƟon 3.3.1.

3.4. Determining forms of financial assurance

AŌer esƟmaƟng the level of financial assurance required the Ɵtleholder should then idenƟfy the form or
forms of financial assurance to be maintained and that will be accessed in the event that the costs, expenses
and liabiliƟes arise. The Ɵtleholder may select a variety of forms of financial assurance that together
aggregate to equal the maximum financial assurance required in order to meet the requirements of the
OPGGS Act.   

Titleholders may use their discreƟon in determining the form or mix of forms for their specific requirements
as illustrated below but need to ensure that selected forms cover the maximum financial assurance esƟmated
(refer secƟon 3.2). 

https://www.appea.com.au/environment-home/environment/publications/
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FA 
form 1

FA 
form 2

FA 
form 3

Maximum financial 
assurance calculated

Figure 1 – Determining forms of financial assurance to cover the estimated financial assurance

3.5. Ensuring form of financial assurance is accessible 

AŌer idenƟfying the maximum level of financial assurance needed and the forms the assurance will take, the
Ɵtleholder must ensure the financial assurance will be accessible when the costs, expenses and liabiliƟes have
the potenƟal to arise.

Maintaining accessibility to financial assurance for the life of the Ɵtle is essenƟal to ensure that the
requirements of the OPGGS Act are met. The level of financial assurance required for a parƟcular Ɵtle may
vary over the life of the Ɵtle depending on what acƟviƟes are being carried out by the Ɵtleholder. The
Ɵtleholder should ensure that appropriate systems are in place to ensure that suffi cient financial assurance is
accessible when the need may arise.

Financial assurance does not need to be accessible at the Ɵme of submission or acceptance of an EP for an
acƟvity; only when the costs, expenses and liabiliƟes have the potenƟal to arise from acƟviƟes under the Ɵtle.

It is the responsibility of the Ɵtleholder to ensure the forms of financial assurance match the maximum
financial assurance esƟmated and are accessible. 

3.6. Financial assurance declaraƟon

In administering the financial assurance requirements of the regulaƟons, NOPSEMA has developed a Financial
Assurance DeclaraƟon form (FM1519) to assist Ɵtleholders in making financial assurance declaraƟons. 

The declaraƟon requires all registered Ɵtleholder/s of the Ɵtle/s to cerƟfy that they are in, and will remain in,
compliance with the financial assurance requirements of the OPGGS Act. This ensures that an appropriately
authorised representaƟve of the Ɵtleholder/s make a formal acknowledgement of their duty to maintain
suffi cient financial assurance over the life of the Ɵtle. 

A financial assurance declaraƟon may cover:

 mulƟple acƟviƟes under a single Ɵtle

 a single acƟvity across mulƟple Ɵtles

 mulƟple acƟviƟes across mulƟple Ɵtles.

A Financial Assurance DeclaraƟon form may be submiƩ ed at any Ɵme to NOPSEMA, however NOPSEMA
considers that submission of relevant Financial Assurance DeclaraƟon forms best occur prior to or at the Ɵme
of submission of an EP in most circumstances.

A Ɵtleholder may consider submiƫ ng a Financial Assurance DeclaraƟon form covering all Ɵtles for which they
are the registered holder. The declaraƟon form may be applicable to mulƟple concurrent acƟviƟes and
mulƟple concurrent environment plans across the Ɵtles to which the declaraƟon relates.
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It is the responsibility of the Ɵtleholder to determine that valid declaraƟons forms are in place for all Ɵtles to
which an EP submission relates prior to submiƫ ng the EP to NOPSEMA. NOPSEMA does not require a revision
to a Financial Assurance DeclaraƟon form be provided unless informaƟon provided in the declaraƟon changes
suffi ciently to invalidate the declaraƟon. The declaraƟon form does not need to be resubmiƩ ed with every
new EP submission.

3.7. Financial assurance confirmaƟon

Prior to the acceptance of an environment plan, the Ɵtleholder undertaking the acƟvity must also submit a
financial assurance confirmaƟon form (N-04730-FM1465) aƩ esƟng that financial assurance declaraƟon forms
have been provided to NOPSEMA and that these are relevant to the petroleum Ɵtles, and to the nature and
scale of the acƟviƟes, to which the EP relates. 

The purpose of the financial assurance confirmaƟon form is for the Ɵtleholder to demonstrate to NOPSEMA
that:

 the Ɵtleholder has implemented a validated and endorsed method to esƟmate the reasonably
idenƟfiable and esƟmable costs, expenses and liabiliƟes

 the method used was appropriate for the nature and scale of impacts that might arise from the acƟvity
and the financial assurance is within the limitaƟons of the methods used

 an authorised representaƟve of the Ɵtleholder has confirmed that financial assurance declaraƟon forms
have been provided to NOPSEMA for all the Ɵtleholders and all the Ɵtles which authorise the petroleum
acƟviƟes included in the environment plan.

Titleholders should contact NOPSEMA as soon as pracƟcable where a financial assurance confirmaƟon form is
unable to be provided with the EP submission. In accordance with NOPSEMA’s Financial Assurance Policy
(PL1780), NOPSEMA will commence an EP assessment without the accompanying confirmaƟon, however
NOPSEMA will be unable to accept the EP prior to receipt of the form. 

3.8.
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Cost recovery

The Ɵtleholder is responsible for the costs of engaging independent validators as described in secƟon 3.3.
NOPSEMA does not intend to recover costs associated with the endorsement of a validated method. The costs
associated with NOPSEMA’s review and handling of the declaraƟon and confirmaƟon forms are considered
part of the rouƟne administraƟon associated with the environment plan, for which levies are applied.

In excepƟonal circumstances, NOPSEMA may engage relevant experts to assess and validate financial
assurance arrangements proposed by the Ɵtleholder. In such circumstances, expenses incurred by NOPSEMA
for the assessment of financial assurance arrangements may be recovered under regulaƟon 58 of the
Environment RegulaƟons. In such cases, NOPSEMA will engage with the Ɵtleholder to provide advice of
potenƟal costs. The fee recovered will not exceed the total of expenses incurred by NOPSEMA for the
purposes of assessing the proposed financial assurance arrangements. 

4. ResponsibiliƟes for financial assurance

4.1. Duty on Ɵtleholders

The Ɵtleholder is the registered holder of a petroleum Ɵtle and is therefore responsible for maintaining
suffi cient financial assurance and complying with the financial assurance duty. This obligaƟon cannot be
discharged by affi liates, related companies or other enƟƟes who are not the Ɵtleholder for the purposes of
the OPGGS Act. 

The Ɵtleholder, an individual acƟng with the Ɵtleholder’s express or implied authority or an individual
appointed under power of aƩ orney on behalf of the Ɵtleholder needs to make a financial assurance
declaraƟon form to NOPSEMA. 

RegulaƟon 58 Financial assurance

(1) For secƟon 685 of the OPGGS Act, a fee is payable to NOPSEMA by the Ɵtleholder for a 
petroleum acƟvity if NOPSEMA assesses financial assurance arrangements, proposed by the 
Ɵtleholder in relaƟon to the acƟvity, for the purposes of regulaƟon 16.

(2) The amount or rate of the fee is an amount or rate determined by the Chief ExecuƟve Offi cer of 
NOPSEMA and must not exceed the total of the expenses incurred by NOPSEMA for the 
purposes of assessing the proposed financial assurance arrangements.

(3) The fee is payable at the Ɵme or Ɵmes agreed in wriƟng between the Chief ExecuƟve Offi cer of 
NOPSEMA and the Ɵtleholder.
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4.2. Financial assurance for mulƟple Ɵtleholders

NOPSEMA acknowledges that in many circumstances there will be more than one individual or enƟty
registered as the Ɵtleholder for a parƟcular Ɵtle. The OPGGS Act imposes the financial assurance obligaƟon on
each of the registered Ɵtleholders. It is recognised that this may not reflect the commercial arrangements of
Ɵtleholders involved in joint ventures. NOPSEMA’s financial assurance declaraƟon form (FM1519) provides
that each of the registered holders of a petroleum Ɵtle may make a declaraƟon for the relevant interest of that
Ɵtleholder in the Ɵtle(s) for which the declaraƟon is being made.

In the preparaƟon phase of an EP for a parƟcular acƟvity, the Ɵtleholder undertaking the acƟvity should:

 esƟmate the level of financial assurance required to meet the financial assurance obligaƟon for the
proposed acƟvity in accordance with an endorsed method

 confirm that they hold or will hold suffi cient financial assurance for their relevant interests in each of the
Ɵtles for the proposed acƟvity

 confirm that the forms of financial assurance they hold will be accessible at the point where costs,
expenses and liabiliƟes may arise from the proposed acƟvity 

 inform all other Ɵtleholders for the proposed acƟvity of the total amount of financial assurance to be held

 confirm with other Ɵtleholders that they hold the proporƟon of the total level of financial assurance for
which they are responsible 

 confirm with all other Ɵtleholders for the proposed acƟvity that they have provided Financial Assurance
DeclaraƟon forms to NOPSEMA for the relevant Ɵtles

 provide a Financial Assurance ConfirmaƟon form to NOPSEMA on submission of the environment plan. 

All other Ɵtleholders for the acƟvity should:

 confirm that they hold or will hold suffi cient financial assurance for their relevant interests in each of the
Ɵtles for the proposed acƟvity

 confirm that the forms of financial assurance they hold will be accessible at the point where costs,
expenses and liabiliƟes may arise from the proposed acƟvity 

 inform the Ɵtleholder undertaking the acƟvity that relevant financial assurance declaraƟon forms have
been provided to NOPSEMA.

AlternaƟvely, a Ɵtleholder for the acƟvity may choose to discharge the full financial assurance obligaƟon on
behalf of all other Ɵtleholders in accordance with secƟon 775D of the OPGGS Act. NOPSEMA’s Financial
Assurance DeclaraƟon form (FM1519) provides an opƟon for Ɵtleholders to uƟlise this provision.  

In all cases, regardless of the approach taken, it remains up to the Ɵtleholder(s) to implement an appropriate
system to ensure that 100% of the esƟmated financial assurance amount will be accessible and that
appropriate financial assurance declaraƟon and confirmaƟon forms are provided to NOPSEMA for all EP
submissions. 

4.3. Maintaining financial assurance duty and noƟficaƟon of changes

The duty set out in secƟon 571 of the OPGGS Act is an ongoing obligaƟon and Ɵtleholders must ensure
compliance with the duty is maintained and compliance can be demonstrated. 
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Titleholders should regularly review the cost esƟmaƟon to ensure it remains relevant and provides suffi cient
financial assurance in order to meet the financial assurance duty.  

The final assurance method should also outline the processes in place to ensure appropriate review,
management of change, and re-validaƟon periods to maintain the ongoing validity of the method. 

NOPSEMA encourages Ɵtleholders to ensure records demonstraƟng compliance are held and that Ɵtleholders
consider building a regular review of compliance into their internal management systems and authoriƟes (e.g.
manual of financial authoriƟes). This may include maintaining records from other Ɵtleholder’s confirming
suffi cient forms of financial assurance are held for their share, incorporaƟng review mechanisms if there is a
significant change to the petroleum acƟvity or the forms of financial assurance to be drawn upon, the
Ɵtleholder changes, or the tool used to esƟmate the financial assurance changes.

NOPSEMA does not require a revision to a financial assurance declaraƟon form to be provided unless
informaƟon provided in the declaraƟon changes suffi ciently to invalidate the declaraƟon. 

4.4. Financial assurance for Ɵtle applicants

The requirement to demonstrate financial assurance as a prior condiƟon to acceptance of an EP applies only
where there is a Ɵtleholder in relaƟon to the acƟvity immediately before NOPSEMA decides whether to
accept an EP. The Environment RegulaƟons allow applicants for certain types of Ɵtles to submit and have
environment plans accepted prior to a relevant Ɵtle for the acƟvity being granted. This may lead to a number
of circumstances for Ɵtle applicants as detailed below.

1. Where an applicant submits an EP and remains an applicant at the point of acceptance of an EP - A
financial assurance declaraƟon form and confirmaƟon form are not required to be submiƩ ed to
NOPSEMA. However, once a Ɵtle for the acƟvity is granted the financial assurance duty under secƟon 571
of the OPGGS Act applies. When this occurs, NOPSEMA may seek evidence of compliance with the duty
through its compliance monitoring acƟviƟes as described in secƟon 5.

2. Where an applicant submits an EP and a relevant Ɵtle is granted prior to acceptance of the EP - The
Ɵtleholder for the acƟvity must noƟfy NOPSEMA as soon as pracƟcable aŌer the relevant Ɵtle has been
granted and provide a financial assurance declaraƟon form and financial assurance confirmaƟon form to
NOPSEMA. In these circumstances, where a Ɵtleholder does not provide financial assurance declaraƟon
and confirmaƟon forms and a Ɵtle has been granted during the assessment of the EP, NOPSEMA will be
unable to accept the EP. 

5. Compliance and enforcement
NOPSEMA is empowered under the OPGGS Act to monitor and enforce compliance with listed NOPSEMA
laws, including those relevant to financial assurance. 

NOPSEMA develops and implements compliance monitoring programs in accordance with its published 
policies (refer to Compliance monitoring and enforcement | NOPSEMA). The policies provide a risk-based 
approach to surveillance of a Ɵtleholders’ compliance with their obligaƟons. 

NOPSEMA monitors compliance with financial assurance requirements through its inspecƟon program.
Where a financial assurance inspecƟon topic is selected, the inspecƟon will seek to verify that there is a
system in place to idenƟfy, monitor and maintain suffi cient financial assurance as required by secƟon 571 of
the OPGGS Act and detailed in this guideline. 

https://www.nopsema.gov.au/offshore-industry/inspections-investigations-enforcement
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If NOPSEMA were to idenƟfy non-compliance with duƟes under the OPGGS Act and Environment RegulaƟons,
depending on the seriousness of the non-compliance, NOPSEMA would seek to assure a voluntary return to
compliance by the Ɵtleholder(s) or appropriate enforcement acƟon would be considered. Any enforcement
would align with NOPSEMA’s exisƟng graduated enforcement principles.

5.1. DirecƟon powers and remediaƟon orders

Part 6.2 of the OPGGS Act provides a range of powers for NOPSEMA and the responsible Commonwealth
Minister to issue direcƟons to a Ɵtleholder. These may be used to require the Ɵtleholder to:

 Take acƟon anywhere in an offshore area, whether within or outside the Ɵtle area, including in relaƟon 
to the clean-up or other remediaƟon of the effects of an escape of petroleum (secƟons 574, 574B)

 If a significant offshore petroleum incident has occurred, take any acƟon stated in the direcƟon for the 
purpose of prevenƟng or eliminaƟng the escape of petroleum, miƟgaƟng, managing or remediaƟng the 
effects of the escape, or any other acƟon stated in the direcƟon (secƟon 576B).

Part 6.4 of the OPGGS Act provides a range of powers to issue remedial direcƟons aimed at restoraƟon of the
environment.  

If a direcƟon is issued under the OPGGS Act, the Ɵtleholder must meet all the costs associated with complying
with the direcƟon, regardless of whether they exceed the level of financial assurance held by the Ɵtleholder to
meet financial assurance obligaƟons. 

SecƟon 274 of the OPGGS Act provides the ability for a Ɵtle to be cancelled on certain grounds including
failure to comply with a direcƟon, failure to comply with a provision of chapter 6 of the OPGGS Act (which
includes financial assurance requirements) and failure to pay an amount payable by the Ɵtleholder under the
OPGGS Act.

5.2.
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Withdrawal of acceptance of environment plan

SubregulaƟon 43(1) provides the grounds for withdrawal of acceptance of an EP. These grounds include the
Ɵtleholder failing to maintain compliance with the financial assurance obligaƟons under secƟon 571(2) of the
OPGGS Act, in a form acceptable to NOPSEMA, in relaƟon to the acƟvity. 

6. Related Documents
N-04730-PL1780 – Policy - Financial Assurance

N-04730-FM1519 – Form - Financial Assurance DeclaraƟon form

N-04730-FM1465 – Form – Financial Assurance ConfirmaƟon form

RegulaƟon 43 Withdrawal of acceptance of environment plan

(1) The Regulator, by noƟce in wriƟng to the Ɵtleholder for an acƟvity, may withdraw the 
acceptance of the environment plan for the acƟvity on any ground set out in subregulaƟon (1).

(2) For subregulaƟon (1), the grounds include:

(e) for a petroleum acƟvity – the Ɵtleholder has failed to maintain compliance with subsecƟon 
571(2) of the OPGGS Act, in a form acceptable to NOPSEMA, in relaƟon to the acƟvity.
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