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PILBARA ENERGY PROJECT AGREEMENT (TERMINATION) BILL 2013 
Introduction and First Reading 

Bill introduced, on motion by Mr C.J. Barnett (Minister for State Development), and read a first time. 

Explanatory memorandum presented by the Premier. 

Second Reading 

MR C.J. BARNETT (Cottesloe — Minister for State Development) [12.10 pm]: I move — 

That the bill be now read a second time. 

The purpose of this bill is to ratify an agreement made on 8 November 2013 between the state government, 
Alinta Dewah Pty Ltd and Alinta Dewap Pty Ltd—subsidiaries of Alinta Energy—which I will refer to as the 
termination agreement. This bill is necessary to amend the Pilbara Energy Project Agreement Act 1994 to 
provide for the ratification of the termination agreement that will terminate the Pilbara Energy Project 
Agreement 1993, which I will refer to as the state agreement, and for related purposes. This will allow Alinta 
Energy to become an independent power provider in the Pilbara operating under the general laws of the land. To 
put this termination agreement in context, I will provide some background on this state agreement. 

Pilbara Energy Project Agreement 1993: In November 1993, a state agreement was entered into between the 
state government, BHP Minerals Pty Ltd, BHP Energy Holdings Pty Ltd and BHP Power Holdings Pty Ltd that 
was ratified by Parliament in 1994. The purpose of the state agreement was for the supply of power to BHP’s 
iron ore mining and port operations in the Pilbara, through the development of power stations and associated 
facilities at Port Hedland—including at Boodarie—and Newman respectively, and a 215 kilometre gas pipeline 
from Karratha to Port Hedland. The gas pipeline was subsequently sold to Epic Energy in 1998. BHP sold its 
100 per cent interest in the state agreement and associated assets in February 1999. Currently, Alinta Dewap Pty 
Ltd, with 99 per cent, and Alinta Dewah Pty Ltd, with one per cent, own and operate the Port Hedland facilities 
and Newman facilities as joint venturers under the state agreement. 

For the benefit of members, I will now briefly describe how this state agreement was developed. In early 1993, 
the Labor government of the day had agreed to discharge all of BHP’s processing obligations under its 
Mt Newman, Mt Goldsworthy, McCamey’s Monster and Marillana Creek iron ore state agreements, in return for 
the construction of the Pilbara energy project. However, following the election in 1993, the then Liberal 
government considered that the economic benefit to the state of the Pilbara energy project was substantially less 
than BHP’s processing obligations under its four state agreements. I remember saying, during the election 
campaign, that all bets were off. Therefore, the state government entered into new arrangements that provided 
for BHP to undertake the Pilbara energy project under a new state agreement, which would only discharge the 
steel making obligation contained in the Iron Ore (Mount Newman) Agreement Act 1964; an obligation for BHP 
to enter into a new processing agreement to consolidate BHP’s remaining processing obligations under its three 
other iron ore state agreements; and the imposition of iron ore mining tonnage limitations under those three 
agreements, linked to BHP’s processing performance. These latter two conditions were discharged through the 
construction of the hot briquetted iron project at Boodarie in 1999. 

Requirement to terminate state agreement: The continued growth of Alinta Energy’s business at all sites in the 
Pilbara is currently restricted by the terms of the state agreement that limit the further developments of the 
company’s assets for purposes that are not associated with BHP Billiton’s iron ore operations. Alinta Energy is 
seeking to become an independent power provider in the Pilbara and therefore needs to properly and formally 
separate its business activities from its historical connection to BHP Billiton’s iron ore mining and port 
operations. The state agreement has been successful in meeting its objectives of enabling the development of the 
power infrastructure at Port Hedland and Newman. It is now in the best interests of Alinta Energy and the state 
that the state agreement be terminated. The need to terminate the state agreement is further emphasised by Alinta 
Energy being awarded a contract in August 2013 to supply power to the Roy Hill iron ore project. Alinta Energy 
intends to build, own and operate a 123 kilometre, 220-kilovolt power transmission line from the Newman 
power station to a new substation to be built at the Roy Hill mine. Alinta Energy has advised that financial close 
for the expansion of its power facilities at Newman to accommodate the Roy Hill power purchase transaction is 
scheduled for December 2013. This would allow construction of the power transmission line to commence in the 
first quarter of 2014, and the supply of power to the Roy Hill mine site to start from March 2015. 
Tenure matters: As part of the termination process, Alinta Energy will require independent tenure under the Land 
Administration Act 1997 for its facilities currently operating under the state agreement. This will involve BHP 
Billiton iron ore to partially surrender mineral lease 244SA and crown lease K858923, in respect of the Newman 
power station site, to permit the grant to Alinta Energy of a crown lease over the site; Alinta Energy to make 
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application for a crown easement for the three transmission lines that connect the Port Hedland power station to 
the Boodarie power station, the Wedgefield substation and the Murdoch Drive substation; and BHP Billiton iron 
ore to agree to the grant to Alinta Energy of a crown lease over the Boodarie power station site. In addition, the 
existing crown lease for the Port Hedland power station will be varied so that it is freed from the terms of the 
state agreement. Once the termination agreement becomes operative, it is intended that Alinta Energy will make 
application for the various tenure it requires. 
I will now turn to the key provisions of the bill and the termination agreement. The provisions of the bill are 
outlined in detail in the explanatory memorandum, which I have tabled. Proposed section 6 inserts a new section 
5 into the Pilbara Energy Project Agreement Act 1994—that is, the principal act—that ratifies the termination 
agreement and provides for it to operate despite any other act or law, and without limiting or affecting the 
operation of the Government Agreements Act 1979. Proposed section 7 inserts, as schedule 2 to the principal act, 
a copy of the termination agreement. 
Provisions of the termination agreement: Under clause 4(1), the state agreement is terminated on and from the 
operative date—that is, the day after the act receives royal assent. Clause 4(2)(b) provides that the provisions of 
clause 14 of the state agreement that deal with electricity exemptions continue to operate with respect to the Port 
Hedland facilities and Newman facilities until the earlier of the grant of electricity generation and electricity 
transmission licences or integrated regional licences under the Electricity Industry Act 2004 or the date that is 
12 months after the operative date or a later date agreed by the minister, but not exceeding 15 months after the 
operative date. This clause ensures that Alinta Energy can continue to generate and transmit electricity until such 
time as it obtains the relevant licences under the laws of the land. Clause 4(3)(a) provides that, on and from the 
operative date: the joint venturers, as holders of the existing titles granted under the state agreement—that is, the 
PEPA titles—the Port Hedland facilities and the Newman facilities, will cease to have the benefits conferred by 
the state agreement; and each PEPA title will continue in force under the Land Administration Act 1997 for a 
period of three months, or greater period agreed by the minister, after the operative date, pending the variation of 
its terms and conditions.  
Under clause 4(3)(b), the state acknowledges that the joint venturers intend to make application under the Land 
Administration Act 1997 for the grant of titles—that is, crown leases for the Boodarie and Newman power 
stations respectively, and crown easement for the Port Hedland transmission lines—and variation of the existing 
crown lease in respect of the Port Hedland power station. Under clause 4(3)(c), the state further acknowledges 
that the joint venturers intend to make application for the grant of easements for the construction and operation 
of roads to access the Boodarie and Newman power stations respectively under the Land Administration Act 
1997. Under clause 4(3)(d), if the Mt Newman joint venture surrenders a portion of land, including to depth, the 
subject of mineral lease 244SA and crown lease K858923 to facilitate the grant of a crown lease to the joint 
venturers over the Newman power station site, the state shall cause the Minister for Mines to exempt that portion 
of land from mining under section 19 of the Mining Act 1978. Under clause 4(4), the state is indemnified against 
third party claims for any work undertaken by the joint venturers or their assignees pursuant to the state 
agreement or for any work undertaken by the joint venturers or their assignees on and subsequent to the 
operative date for a period of 20 years from the date of cessation of all operations originally established pursuant 
to the state agreement, including the Port Hedland facilities and the Newman facilities. 
Upon ratification of the bill by Parliament and upon it becoming operative, the state agreement will be 
terminated. Alinta Energy will continue to operate its Port Hedland facilities and Newman facilities under the 
general laws of the land. The ratification of this bill by Parliament will have a positive impact on the local 
economy and facilitate the development of the resources sector as it allows Alinta Energy to supply power to 
other projects in the Pilbara such as the proposed Roy Hill iron ore project. I commend the bill to the house. 
Debate adjourned, on motion by Mr D.A. Templeman. 
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