
 

 

To: NSW Division of Resources and Geoscience and NSW Resources Regulator 

Re: REHABILIATION SECURITY DEPOSITS FOR EXPLORATION 

18 March 2020   

 

Introduction  

The Association of Mining and Exploration Companies (AMEC) welcomes the opportunity to provide a 

submission to the New South Wales Division of Resources and Geoscience and NSW Resources Regulator on 

rehabilitation security deposits for exploration. AMEC has long advocated for a review of the current framework 

for security deposits for mineral exploration in NSW and this submission outlines the current framework and its 

issues as well as alternative options and recommendations on a way forward. Note that this submission does 

not cover petroleum titles as AMEC does not represent the petroleum industry. 

 

About AMEC 

AMEC is a leading national industry body representing over 275 mining and mineral exploration companies 

across Australia. Our members are explorers, emerging miners, producers, and a wide range of businesses 

working in and for the minerals industry. AMEC represents a number of companies exploring, mining and 

investing in NSW. 

 

NSW framework for rehabilitation security deposits  

Currently in NSW, prior to the grant of each exploration licence (EL), a security deposit is required to be 

provided to Government as either cash, a bank guarantee, a bond, or another form (such as an insurance 

policy) as considered appropriate. The NSW Government currently holds $3.1 billion in rehabilitation security 

deposits for the minerals industry, with $36.6 million (1% of the full security holdings) held for security over all 

mineral exploration tenure.  

Security deposits are intended to minimise potential liabilities to the State in the event that the title holder fails to 

deliver their rehabilitation obligations. The purpose of the deposit as stated in the NSW Government’s Policy 

ESP1: Rehabilitation Security Deposits is as follows: 

“The security deposit is required for the fulfilment of obligations under the title, including those related to 

rehabilitation, and obligations that may arise in the future. The security deposit must cover the Government’s full 

costs in undertaking rehabilitation in the event of default by the title holder”1.  

The minimum deposit for a title is set pursuant to clause 93 of Mining Regulation 2016 as $200 for a small-scale 

minerals title, $1,000 for an environmental assessment permit and $10,000 for any other title. Figure 1 from the 

 

1  https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0020/96104/PUB17-283-ESP1-Rehabilitation-security-deposits-
policy.pdf 

https://amecinc.sharepoint.com/:x:/g/Ec0D23AUpv9KnpVy4PiBA7cBY_ec6qGea5U8qBqT3BOTxQ
https://amecinc.sharepoint.com/:x:/g/Ec0D23AUpv9KnpVy4PiBA7cBY_ec6qGea5U8qBqT3BOTxQ
https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0020/96104/PUB17-283-ESP1-Rehabilitation-security-deposits-policy.pdf
https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0020/96104/PUB17-283-ESP1-Rehabilitation-security-deposits-policy.pdf
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ESG2: Rehabilitation Cost Estimate Guideline2 details the current triggers and process for a review of a security 

deposit: 

▪ Prior to grant, renewal and/or transfer of a title 

▪ Prior to the relinquishment, suspension or cancellation of a title 

▪ As part of an approval granted by the department for activities and operations undertaken on the title 

(e.g. an exploration activity approval)  

▪ As part of a plan lodged with the department (e.g. Mining Operations Plan, Petroleum Operations Plan, 

Rehabilitation Management Plan)  

▪ As part of an annual report (e.g. Annual Environmental Management Report only where a “snapshot” in 

time calculation methodology has been used)  

▪ At the request of the title holder following the completion of rehabilitation  

▪ At the request of the title holder in the event of an increase or decrease in rehabilitation liability  

▪ At the request of the department (e.g. in response to an audit, environmental incident or change in final 

land use or rehabilitation liability).  

 

It should be noted that prior to the recent changes to exploration regulation with the implementation of the 

Improved Management of Exploration Regulation (IMER) in 2015 there was 

▪ No review of security deposits over the lifetime of an exploration licence – For ELs, a $10,000 security 

deposit was provided prior to grant then returned on relinquishment of tenure and satisfactory fulfilment 

of obligations. Only rarely was the security deposit increased if significant surface disturbance was 

planned.  

Group security deposits with flexibility on tenure – The NSW Government accepted a group security 

with the exploration licence where an organisation with multiple exploration licences had a combined 

security holding. The wording for the group securities noted that “the single security will generally apply 

to all licences of the holder” so providing added surety for Government. Even further surety for 

Government was provided as companies often held fewer licences than the maximum number for the 

group security. AMEC understands that the group securities were as follows: 

0-9 exploration licences - $50,000 

10-25 exploration licences - $100,000 

26-50 exploration licences - $200,000 

51-75 exploration licences – $300,000 

More than 75 exploration licences - $400,000. 

 

2 https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0006/363516/PUB17-279-ESG1-Rehabilitation-Cost-Estimate-
Guidelines-June-2017.pdf 

https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0006/363516/PUB17-279-ESG1-Rehabilitation-Cost-Estimate-Guidelines-June-2017.pdf
https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0006/363516/PUB17-279-ESG1-Rehabilitation-Cost-Estimate-Guidelines-June-2017.pdf
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Issues with the current security deposit framework and the case for change  

The following issues are noted with the current security deposit framework in NSW: 

▪ High cost requirements for low risk – Exploration is generally a low impact, low risk and short term 

activity in NSW and the current security deposit framework is unnecessarily complex and 

administratively onerous. AMEC understands that in living memory, there has never been a security 

deposit for exploration called on by Government nor relinquished to the Government in NSW. 

▪ Administrative costs for industry and Government – The current system requires re-assessment of 

the level of security on grant, before and after each exploration activity and as part of every annual 

report and renewal as well as on transfer, suspension or relinquishment of tenure. This generally 

requires the completion by industry of the multipage Rehabilitation Cost Estimate Tool Excel 

spreadsheet and accompanying form and then submission and assessment of these documents by 

Government as well as changes to cash or other security instrument held by Government. This is an 

onerous process that in most cases would have little net change and significant administrative cost for 

both industry and Government.  

▪ Difficulties with obtaining bonds – AMEC understands from industry members that it is increasingly 

difficult and costly to obtain bonds or alternatives to cash deposits. This means more and more 

companies are needing to sterilise cash as security deposits, so decreasing the investment of 

companies in real exploration on the ground.   

▪ Need to ‘pay for rehabilitation twice’- The NSW Government holds the full cost of rehabilitation in 

security deposits, meaning that companies have to find the money to fund rehabilitation twice – once 

held by Government as a security and only released after satisfactory completion of rehabilitation and 

the other to do the actual work. This is a considerable cost imposition on companies with no income.  

▪ Locking up capital that could be invested in NSW exploration – Currently the NSW Government 

holds $36 million in security deposits for mineral exploration licences. At the current record rates for 

investment in exploration, this represents half of the quarterly investment expenditure in exploration in 

NSW3. For exploration companies this represents significant monies held either in cash or bonds by the 

Government. If some or all of these monies were released there could be a considerable increase in 

investment in NSW exploration. 

▪ Ongoing issues with return of security deposits – Although return of security deposits is a 

parameter of the Service Delivery Standards4 in NSW, industry members continue to report delays and 

problems with return as we understand that the Division of Resources and Geoscience has little control 

on the process for release of funds from central Government. Security deposits should be returned after 

10 business days but in one example, an AMEC member sent Government daily emails from day 10 to 

day 55 when the security was released (in fact double paid back to the company!), highlighting not just 

the delays but also the additional administrative burden of this security regime.  

 

3 https://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/8412.0Main+Features1Dec%202019?OpenDocument 
4 https://www.resourcesandgeoscience.nsw.gov.au/miners-and-explorers/programs-and-initiatives/service-delivery 

https://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/8412.0Main+Features1Dec%202019?OpenDocument
https://www.resourcesandgeoscience.nsw.gov.au/miners-and-explorers/programs-and-initiatives/service-delivery
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▪ Encouragement of premature rehabilitation and additional fieldwork – Industry members note that 

to keep the costs of security deposits to a workable level, companies are regularly needing to undertake 

full rehabilitation on a program before completing a follow-up program in the same area. For example, a 

company may complete an RC drilling program with 50 holes then due to promising results want to 

undertake follow-up program drilling 100 deeper into the same holes or holes very close to the original 

holes. With the current security regime, the company would need to fully rehabilitate each hole from the 

first program to have the security deposit returned then submit an activity approval for the 100 new 

holes and re-pay the security deposit for the second program when the holes would be reopened for the 

deeper drilling. 

▪ Inequity of financial benefit for interest earned on the security deposits – Currently the $3.1 billion 

held by the Government in security deposits provides no direct financial benefit to the company that 

provided the funds which are often held for six or more years. In comparison, when money is held in 

trust for example as part of a property sale in NSW, the interest earned is divided equally between the 

parties.  

 

Every dollar counts for mineral exploration companies - the case for change in NSW 

As explained above, exploration is generally a low impact, low risk and short term activity in NSW and the 

current security deposit framework is unnecessarily complex and administratively onerous. AMEC understands 

that in living memory, there has never been a security deposit for exploration called on by Government nor 

relinquished to Government in NSW.  

While the NSW Government priorities include “a strong economy” and “putting the customer first in everything 

we do”5, NSW is now rated amongst the lowest jurisdictions in the world in the internationally respected Fraser 

Institute Annual Survey of Mining Companies 20196. New South Wales has struggled to compete with other 

Australian States and Territories as a preferred investment destination, and is now ranked the lowest Australian 

jurisdiction for the three key indices in the Survey; the Policy Perception Index (termed the ‘report card for 

governments’ and assesses the attractiveness of policies), Investment Attractiveness Index and Best Practices 

Mineral Potential Index. NSW was also ranked amongst the lowest jurisdictions internationally for uncertainty 

concerning administrative and environmental regulations as well as for regulatory duplication and 

inconsistencies. At the same time, NSW is attracting good mineral exploration investment (as are most 

Australian jurisdictions) but the Fraser Institute results point to a damaging perception of NSW as poorly 

regulated and unattractive to investors. Improving the current security deposit system would help reduce this 

negative perception and attract additional exploration investment to NSW. 

For exploration companies with no income, every dollar counts. Exploration is generally undertaken by small 

companies that undertake capital raisings and so have no income. These companies are usually lean, focussed 

organisations where every dollar counts as does every hour of time spent on administrative and compliance 

requirements. If the security framework in NSW could be streamlined and improved then there is real potential 

for the investment attractiveness of this State to improve.  

 

5 https://www.nsw.gov.au/improving-nsw/premiers-priorities/ 
6 https://www.fraserinstitute.org/categories/mining 

https://www.nsw.gov.au/improving-nsw/premiers-priorities/
https://www.fraserinstitute.org/categories/mining
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Comparison of security frameworks across Australia  

Across Australia, every jurisdiction has a framework to minimise potential liabilities to the State in the event that 

the title holder fails to deliver their rehabilitation obligations. Appendix 1 provides a comparison of the different 

security regimes in the major mining jurisdictions for mineral exploration.  

Essentially most jurisdictions have traditionally had a security deposit framework similar to the current system in 

NSW but in recent years there has been a move to implement an annual levy or alternative frameworks.  In 

Western Australia this structure was changed in 2012 with the implementation of an annual levy of 1% of the 

rehabilitation liability (tenure with a rehabilitation liability estimate at or below a threshold of $50,000 are exempt) 

and previous bonds and security deposits were returned to companies. South Australia will also be 

implementing a levy structure in 2021 and last year Queensland introduced a levy system for mining (not 

exploration). Northern Territory has a combination of security deposits and a non-refundable levy and Victoria is 

currently reviewing their traditional security deposit structure.  

It should be noted that there was no levy nor industry funded program to support rehabilitation of derelict mines 

in Western Australia and Northern Territory prior to the implementation of the levy, unlike NSW where the 

Administrative Levy was implemented in 2012 in part to support the rehabilitation of derelict mines. 

 

Alternative frameworks and recommendations for NSW 

Alternative security frameworks that would streamline administration while maintaining surety for Government 

could include:  

▪ Lower security deposits on grant of exploration tenure – Low impact or reconnaissance activities 

only are permitted on grant of exploration tenure in NSW as an application to undertake exploration 

activity must be completed prior to any surface disturbing activities. Removing the security deposit on 

grant would help company cash flows and enable companies to increase reconnaissance activity with 

no increased risk for Government. This initiative would also help deliver on actions prioritised in the 

NSW Minerals Strategy7 including reducing tenure processing times (action 1.3) and enabling very low 

or no-impact survey activities without full licence requirements (action 4.3). 

▪ Re-introduce group security deposits – The system of group securities was commonplace prior to 

IMER and significantly reduced the administration for both industry and Government. Group securities 

for exploration would ease administrative costs and generally provide Government greater surety as the 

security is held over all the licences and often companies hold fewer exploration licences than the 

maximum on the group security. AMEC understands that there are more than 50 companies with five or 

more ELs that could benefit from this initiative.  

▪ Review the amount of security deposits annually only – Currently a full rehabilitation cost estimate 

and review of the security deposit is required on grant, prior to and post exploration activities, annually, 

on renewal and on request as well as at transfer and suspension or cancellation of tenure. The 

 

7 https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0007/852505/DPE8828-Minerals-Strategy-FINAL_V2_approved-
by-ALL_WEB.pdf 

https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0007/852505/DPE8828-Minerals-Strategy-FINAL_V2_approved-by-ALL_WEB.pdf
https://www.resourcesandgeoscience.nsw.gov.au/__data/assets/pdf_file/0007/852505/DPE8828-Minerals-Strategy-FINAL_V2_approved-by-ALL_WEB.pdf
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administrative costs for industry and Government for these multiple reviews would usually outweigh the 

risk. Completing a rehabilitation cost estimate liability annually as part of annual reporting and provision 

of a work plan would ensure that the rehabilitation liability of Government was updated annually, as 

commonly occurs in other States and minimise administrative processes.  

▪ Consider alternatives such as Trust or Levy – A Trust system as used in real estate could be an 

alternative to the current deposit regime and allow for both industry and Government to benefit from the 

security investment. The Trust could be drawn down for use to pay for the rehabilitation and so avoid 

the ‘pay twice’ issue. The introduction of a Levy, as has occurred in Western Australia and other States, 

could also provide an alternative framework, although funds already paid to Government in the 

Administrative Levy and Rental fees mean that one of the core objectives of the Levy in other States is 

already satisfied in NSW.  

 

The way forward   

AMEC believes that a full review of the current framework for security deposits should be undertaken 

collaboratively by Government and industry to deliver an improved system that continues to provide surety for 

both Government and the community. 

The minerals industry welcomes simplified, streamlined and improved regulation to maximise resources for the 

State of NSW. AMEC would welcome further consultation on this important matter and if you have any queries 

regarding this submission, please do not hesitate to contact:  

 

Lucy McClean 

Manager – New South Wales, Victoria & Tasmania  

lucy.mcclean@amec.org.au or 0412 283 252. 

 

mailto:lucy.mcclean@amec.org.au

