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ECONOMICS AND INDUSTRY STANDING COMMITTEE 
Fourth Report — “Annual Report 2013–2014” — Tabling 

MR I.C. BLAYNEY (Geraldton) [10.01 am]: I present for tabling the fourth report of the Economics and 
Industry Standing Committee entitled “Annual Report 2013–2014”. 

[See paper 2323.] 

Mr I.C. BLAYNEY: It is my pleasure to hand down the Economics and Industry Standing Committee’s annual 
report for 2013–14. During this period, the committee was focused on its work for the report on floating 
liquefied natural gas production. During the time covered by the report, the world has moved on, as it does. The 
heat has well and truly come out of the resources sector, which has huge implications for the state and federal 
budgets. The price now being achieved for iron ore—in the region of $80 a tonne—was unthinkable at the start 
of the period covered by this report. In March 2013, the spot price for 62 per cent iron ore fines that landed at 
Tianjin was $140 a tonne and the Australian dollar was worth $1.04. In June 2014, the iron ore price was  
$90 a tonne and the Australian dollar was worth 94c. When one considers that a 1c movement in the Australian 
dollar moves the state budget bottom line by $80 million and a $1 movement in the United States price per tonne 
of iron ore moves the state’s budget bottom line by $49 million, the impact of these swings on the state budget is 
quite profound. The impact on GST returns, however, is subject to a lag effect, which will result in a lift in a few 
years’ time. The logic of running a modest deficit for a year or two in this situation is clear. It has often been said 
that budgets should have a clear aim to be roughly in balance over the long-term average. 

As Australia progresses to become a clear world leader in the area of gas production, the price of oil and gas will 
increasingly become as important as the price of iron ore. One interesting thing to watch is the degree to which 
our achieved gas price is more directly related to the price of crude oil, as it has traditionally been done in our 
major market, Japan, or to the price of domestic gas at the Henry Hub in the United States. Unfortunately, the 
state will not benefit greatly until onshore gas starts to flow. I note a useful increase in domestic gas production 
from recent finds near Dongara and the discovery of the golden rocks at the Browse Basin, and I await, 
hopefully, the successful emergence of the Canning Basin as a new gas province. 
In the committee’s FLNG report, it revisited the issue of a gas reservation policy in Western Australia. This is 
a real bone of contention with both the federal government and local gas producers. The committee has been 
following the situation on the east coast, where a decision has been made in some places to ban onshore gas 
production, and the development of the gas export industry in Queensland is starting to impact on domestic gas 
prices, with no relief, only price increases, in sight. I think the committee will stand by its decision to endorse 
our current policy. 

Sixty per cent of Western Australia’s power is generated by natural gas, and a desire for secure access to gas has 
been indicated by interest by major domestic consumers in Apache Energy’s assets, which appear to be on the 
market. As quite a high proportion of the Browse gas is now Western Australian due to the discovery of the 
golden rocks, I hope that this can successfully be used as a lever to make sure that our domestic gas supply is 
safe for the future—a lot of domestic jobs hang off it. 

The committee has undertaken some travel to Karratha in the north west of the state and to Darwin in the 
Northern Territory. This travel was to look at the current state of the gas market and the industry. I also thank the 
Speaker for his consideration in allowing the committee to travel to Europe to look at safety and opportunities in 
the oil and gas sector and to Korea to look at the construction of the first FLNG vessel, Shell’s Prelude vessel, in 
the Samsung Heavy Industries yard at Geoje and to visit a gas import terminal. The committee will split for this 
travel, and if members want to visit both, they will cover the other leg with their parliamentary travel allowance. 
Two members have chosen to do this, and I think such a useful cost saving to the Parliament and the government 
is to be acknowledged. 
During the period covered by this report, 1 July 2013 to 30 June 2014, the committee had 14 briefings, 
39 deliberative meetings and 51 formal evidence hearings, and 119 witnesses appeared before it. The committee 
tabled two reports that had 68 findings and 33 recommendations. I appreciate the willingness of witnesses to 
appear, and I would like to acknowledge the helpfulness of and ease of access to people from Shell in particular. 
The committee has completed the work it had started at the time covered by this annual report into the 
management of the state freight rail network, which I personally found a lot more complex and difficult to deal 
with than the work on FLNG. I look forward to completing the committee’s work on FLNG safety, probably in 
March, and the opportunity to report hopefully by June next year. 
I would like to acknowledge the hard work of my fellow committee members: the deputy chair, Hon Fran Logan, 
the member for Cockburn; Peter Tinley, the member for Willagee; Shane Love, the member for Moore; and 
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Jan Norberger, the member for Joondalup. Our committee staff have been diligent and hardworking and I thank 
Dr Loraine Abernethie and Michael Burton for their efforts. 

MR F.M. LOGAN (Cockburn) [10.07 am]: I have just been abused at the hands of the member for Albany and 
the member for Collie–Preston, who are trying to undermine my erudite contribution to the chamber! I would 
like to add a few words to the statement that has been made by the member for Geraldton, the Chair of the 
Economics and Industry Standing Committee. Like him, I also thank the chair, the member for Willagee, the 
member for Joondalup and the member for Moore for their work and the huge efforts they have put into the work 
that the committee has undertaken so far. 

As members have heard from the chairman, the member for Geraldton, the committee has undertaken two 
inquiries and has tabled both reports in the house. The first report is on the inquiry into the floating liquefied 
natural gas infrastructure that is about to be put into Western Australia and its impact on the state, particularly on 
jobs, finances and gas supplies. The second report is on the inquiry into the freight rail network in Western 
Australia. Both inquiries were very serious investigations into the long-term economic impacts for the state of 
Western Australia, both were complex and detailed and both had significant technological issues that members 
of the committee had to get their heads around. Both reports have come out with significant findings that the 
Liberal–National government should act upon. I put to the house that the response we have received so far from 
the government on the floating liquefied natural gas inquiry is way too insufficient. The government’s response 
to the threat identified in that report to state finances, state gas and jobs in Western Australia is completely 
insufficient. We can see from the government’s response to our first inquiry that it has been written by public 
servants within the Department of State Development. We can tell from the way the responses have been worded 
that it is a straightforward public service response. I put it to the house that I do not think the minister had any 
input whatsoever into the response to our inquiry. Nothing in the response shows that the government is willing 
to stand up for Western Australia’s interests, but that was the whole point of the inquiry and the 
recommendations that came out of the report. The state government has to stand up and fight for its interests on 
the impact of the installation of floating liquefied natural gas technologies here in Western Australia on the 
economy of Western Australia. I am afraid to say that that battle, that effort, which is needed to protect the 
state’s interests, is clearly not in the response to our Economics and Industry Standing Committee report. 
The second issue I want to address is the inquiry into our freight rail management. Page 24 of the business 
section of The West Australian today shows one of the issues that the media has eventually identified and that 
was mentioned in our committee’s freight rail management inquiry report, tabled only last week. The headline of 
the article in today’s paper is “Secret deal hands PTA slice of grain rail profit”. Our inquiry exposed that the 
Public Transport Authority entered into a secret deal with Brookfield Rail for a profit-sharing arrangement in 
exchange for the maintenance investment in tier 1 and tier 2 rail lines, a significant part of which was funded by 
the federal government, and the closure of tier 3 rail lines, one of the very issues that was a bone of contention 
for Western Australian farmers. It formed a significant part of our Economics and Industry Standing Committee 
inquiry. We identified, ultimately, through the documents we eventually got out of the Public Transport 
Authority and the minister’s office that it is not surprising that the PTA was very, very reticent to provide 
documentation. It was not surprising that the Minister for Transport, himself, supported the PTA in trying to stop 
the release of documents to the committee. As we found, it was due to a nasty little embarrassing secret: namely, 
that the PTA, the regulator of the rail network and the regulator of Brookfield Rail, the monopoly operator of 
that rail network, is in a financial profit-sharing arrangement with the company that runs the rail network. I think 
the question that should be asked of the minister in this house is: did the minister know about the profit-sharing 
arrangement or did his department keep it secret from him? The signatory at the bottom of the little deal is not 
the minister; it is the signature of the director general of Transport, Mr Reece Waldock. He signed off on the 
deal, not the minister. I wonder whether the director general of Transport told the minister that his organisation, 
a public organisation, a wholly owned part of the Western Australian government, had entered into a commercial 
secret, financial deal with the monopoly operator of the government-owned rail network in a profit-sharing 
arrangement, while at the same time appearing to the farmers, the government, the Parliament and the general 
public as the independent body regulating the rail network. It is a disgraceful situation, uncovered by our 
committee only because our committee members continued to dig down and demand documents so that we could 
get to the bottom of what the PTA was doing in its relationship with Brookfield Rail. 

That is the type of work our committee has been doing over the last two years—serious investigative work into 
the impacts of technology and commercial agreements on the state’s economy and the state government 
finances. Yet when we put in our request for funding for travel to support our investigations, we had trouble, 
unfortunately, with the Speaker. He believes that the budget for committee travel is too much. In fact, we have 
struggled with the Speaker to get the finances we need to carry out the type of investigations we wanted. As 
I pointed out, this is serious stuff; this is not travel for the sake of travel. 
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MR R.S. LOVE (Moore) [10.17 am]: I rise to speak briefly on the work of the Economics and Industry 
Standing Committee over the reporting period. I commence by thanking the chair of the committee, the member 
for Geraldton, who has done an excellent job of leading that committee. Its members have worked together, for 
the most part, in a non-partisan way. It has been a tremendous experience working with the fine gentlemen who 
make up the committee. I also acknowledge the work of our principal research officer Dr Loraine Abernethie 
and research officer, Michael Burton. I will highlight very briefly some of the work we have been doing. The 
inquiry into the changes that floating liquefied natural gas makes to the landscape of the gas exploitation system 
in Western Australia has been fascinating. Certainly, a number of our past assumptions about what the gas 
industry means for the Western Australian economy have changed greatly. It certainly needs to be taken into 
account by the government, moving forward. We need to capture the opportunities that might come from 
floating liquefied natural gas and, therefore, the committee aims to do further study into that in the future. 

Briefly on the freight rail network inquiry the committee has completed, I am pleased the committee chose to 
undertake that work. As a local member in a regional area with rail systems operating in my electorate, the 
changes that were to occur and the lack of information the community seemed to have about what exactly the 
arrangements were to do with the management of the rail network, were a matter of some concern to me. I was 
therefore very pleased that, at my suggestion, the committee took up that work and I think that report is 
a testament to the need to have undertaken the inquiry. It is in fact a document that points to some of the 
problems that can befall a government when it privatises an asset that is an essential part of the infrastructure of 
the state and one that lends itself to a natural monopoly. It certainly demonstrates the problems that exist for 
regulators in trying to keep themselves at arm’s length from the organisation that they are trying to regulate, and 
where some of those procedures may have fallen down. It is a very valuable report, and I hope the government 
will take the findings and, of course, the recommendations of that report very seriously. 

I will not take up much more time. In closing, I would like to thank the members of the committee, once again, 
for the good spirit in which they have been working through these inquiries, and I look forward to doing further 
work in the future with this committee. 

MR P.C. TINLEY (Willagee) [10.20 am]: The Economics and Industry Standing Committee, of which I am 
a proud member—I suppose that would be the right word to use—has undertaken one significant inquiry in the 
reporting period; namely, its inquiry into the economic impact of floating liquefied natural gas. Work is also in 
progress on a report that has since been delivered on an inquiry—which in my estimation is turning into 
a significant investigation—into the grain freight network, tiers 1, 2 and 3. When the member for Moore brought 
the grain freight network to the attention of the committee, I thought it would be an interesting fill and we could 
have a little, light, once-over look at something — 

Dr G.G. Jacobs: Fill in some time! 

Mr P.C. TINLEY: Yes, fill in some time while we gathered more evidence on our ongoing investigation into 
the very weighty subject of the impact of floating liquefied natural gas on the economy of Western Australia. 
However, we discovered as we got into the grain freight inquiry—with the support of the chair of the committee, 
the member for Geraldton, who as a reasonable member completely understood, better than I as a metropolitan 
member ever could, the impacts of the grain freight network on the economy of Western Australia—that this is 
probably one of the biggest rorts in the contemporary era of this state. I do not use that word lightly. The use of 
the word “rort” can be fairly dramatic. It can imply that individuals are corrupt. But in this case, I suspect that 
the system is corrupt. I say that because what it showed to me is that the grain freight network is a case study on 
how not to privatise and how not to introduce a profit motive into the delivery of essential economic 
infrastructure in this state. There is only one train line network in this state. The old adage is that when we 
privatise a monopoly, all we do is privatise a monopoly. A monopoly does not change once we sell it. This is no 
reflection on Brookfield Rail. It is at the end of a very understandable chain of profit-motivated listed and 
unlisted companies, and dealmakers—spivs, if we like.  

The culprit in this particular case is indeed the government of Western Australia. I use that word in a  
non-partisan way, because the privatisation of this network started some time ago, and both sides of this house 
are duly implicated. But nothing is more implicated than the governance model that has been put in place for the 
grain freight network. This privatised monopoly has been governed by a department that I can describe only as 
recalcitrant. When the committee held its inquiry into floating LNG, everyone was falling over themselves to 
participate in that inquiry. They came to the committee with very understandable motives and presented their 
evidence and tried to shape the committee’s responses and the committee’s dealings. That was completely 
understandable. Even slightly covered agendas were very transparent in the end. But there was nothing more 
duplicitous and nothing more covert than what I saw in the conduct of the Public Transport Authority at our 
committee. It was absolutely outrageous that we had to, in the end, subpoena, and threaten on many occasions to 
subpoena, quite ordinary documents. The level of obfuscation, prevarication and outright defiance that has taken 
place actually talks to a wider issue. It talks to the erosion of the sovereignty of the Parliament of Western 
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Australia. The committee sits, by extension, under the standing orders of this Parliament, yet the very 
departments of this government are deciding what, how and when information will be presented to the 
Parliament of Western Australia. The Parliament of Western Australia is only one of many victims in this saga. 
The wheat growers in the wheatbelt, the operators, and their cooperative—Co-operative Bulk Handling Ltd—are 
also victims in this. 

What we found out with this dirty little secret identified in our inquiry is that the landlord is in cahoots with the 
tenant. The profit sharing on the tier 1 and 2 lines identified by our committee is a complete and utter rort. The 
fact that that was the one thing, of many, that the PTA did not want us to discover is of itself most instructive. 
The landlord, in cahoots with the tenant, is a beneficiary of closing lines and is a beneficiary of concentrating the 
same tonnages onto the tier 1 and 2 lines. That needs to be the subject of further investigation. The government 
and the Minister for Transport need to take very seriously the allegations I have made today about this 
department, and principally its senior leadership, in both its conduct at the committee and its participation in this 
collusion with a privatised monopoly. 

I would like to thank the committee staff for their support. It has been nothing short of outstanding, in my 
opinion. The principal research officer, Dr Loraine Abernethie, PhD, has been a tower of strength and a dogged 
pursuer of the truth, ably supported by the research officer, Mr Michael Burton. Michael is a student of law and 
of international economic law and trade, and he has been an outstanding support to the committee and the 
committee’s work. 

I recommend that members on both sides of this house take a very close look at both these reports. The report on 
the economic impact of floating LNG is a significant indicator of where this state’s economy is going. We will 
talk more about that when we get to the order of the day that deals with the amendments to the leasing 
arrangement for Browse. I recommend also that members look at the report on the grain freight network. We can 
look at that report in a couple of different ways, as I have said. Principally, we can look at it as a governance 
problem. But we can also look at it more broadly as a problem of the privatisation of a public good or a public 
asset when there is only one of those assets. The federal equivalent of that is, of course, the privatisation of 
Telstra, when it took with it the poles and wires, if we like, and it took $11 billion to get that back in-house. 

The privatisation of the grain freight network to a single provider has also created a problem not envisaged at the 
time of the original disposal of the asset, and that is the loss of flexibility. One of the principal problems that we 
have on this side of the house with privatisation is not only that we insert a profit motive into the delivery of 
services in Western Australia and therefore usher in a potential ratcheting and gouging of price, and many of the 
other things that occur through privatisation, but also that we lose the flexibility in the out years to deal with the 
unanticipated consequences of things that we may or may not want to do, or with the market forces themselves. 

The committee found through the evidence that in the last 10 years grain growers in the wheatbelt have nearly 
doubled their yield for every millimetre of rain. Technology and business efficiencies by farmers have had a 
significant impact on the output of grain crops, which is entirely enjoyable to hear. At the time of privatisation, it 
was never anticipated. The increases in yields and the spikes in the requirements for the tonnages to be carried 
were not contemplated. What was also not contemplated was the above and below rail operation split involving 
the infrastructure being sold off in two parts. I should reserve one comment about the co-op, which is an 
interesting business model and not identified as one that produces a profit: as a consequence of that, Co-
operative Bulk Handling Ltd, in its model, did not pursue the efficiencies and was not as alive to the issues of 
what was happening with its own distribution network and supply chain as it perhaps ought to have been. I am 
sure if it had had its druthers, it would have been a participant in the purchase. 
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