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NATURAL GAS (CANNING BASIN JOINT VENTURE) AGREEMENT 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 minister. 

Second Reading 

MR C.J. BARNETT (Cottesloe — Minister for State Development) [12.16 pm]: I move — 

That the bill be now read a second time. 

The purpose of this bill is to ratify and authorise the implementation of an agreement—scheduled to the bill—
between the state and Buru Energy Limited, Diamond Resources (Fitzroy) Pty Ltd, Diamond Resources 
(Canning) Pty Ltd and Mitsubishi Corporation to promote the natural gas exploration and development of the 
area of certain petroleum exploration permits in the Canning Basin region of Western Australia. Buru Energy 
Limited, Diamond Resources (Fitzroy) Pty Ltd and Diamond Resources (Canning) Pty Ltd are collectively the 
joint venturers under the agreement. Mitsubishi Corporation is the guarantor of the obligations of its subsidiaries 
Diamond Resources (Fitzroy) Pty Ltd and Diamond Resources (Canning) Pty Ltd.  

The onshore Canning Basin and the associated gas and liquids have the potential to make a significant long-term 
contribution to Western Australia’s economy and stimulate economic growth. The land area containing 
hydrocarbons is vast and larger than many countries, and the unconventional gas resources are also of an 
extremely large scale. The US Energy Information Administration has made estimates of shale gas resources 
around the world because of its overwhelming importance to society in the years to come. Shale gas has already 
transformed the energy situation in the US and has helped underpin economic revival in the US.  

The EIA has estimated that the onshore Canning Basin may contain 229 trillion cubic feet of shale gas resources, 
without taking into account additional tight gas resources. This is roughly double Western Australia’s known 
offshore gas resources and is the largest shale or unconventional gas accumulation in Australia. That staggering 
resource estimate does not include the current focus of the joint venturers’ activities. Buru considers that its 
Laurel prospect might itself contain an additional 100 trillion cubic feet of gas and associated liquids. Of 
particular interest to the state is the potential of the onshore Canning Basin as a source of competitive gas supply 
to meet future domestic gas market requirements.  

The agreement seeks to facilitate the establishment by the joint venturers of a domestic gas project, subject to 
them proving up sufficient reserves of natural gas from the agreement’s title areas to underpin the establishment 
and sustained operation of such a project and the joint venturers otherwise being satisfied such a project is 
technically and economically viable. If evaluation and development activities proceed as planned, at least 
1 500 petajoules of gas will be supplied to customers in Western Australia over the first 25 years of the proposed 
domestic gas project. In context, this represents an average daily supply of some 165 terajoules, which is some 
15 per cent of the state’s current domestic gas supply.  

The agreement also seeks to facilitate the joint venturers, if they wish, undertaking an LNG pipeline project to 
deliver natural gas from within the title areas, and other areas with the consent of the state agreement minister, to 
an LNG production facility within an LNG precinct in the north west of Western Australia, or to a third party 
pipeline to such LNG production facility, for the production of LNG for export. 

The title areas will initially comprise the area of the key petroleum exploration permits set out in the schedule to 
the agreement. These are held by the joint venturers under the Petroleum and Geothermal Energy Resources Act 
1967 over part of the Canning Basin region of Western Australia. The title areas are prospective for both 
conventional and unconventional natural gas resources. The joint venturers are already actively exploring the 
title areas for petroleum, including for the purpose of evaluating the technical and economic viability of the 
natural gas resources within those areas. The state wishes to encourage accelerated expenditure by the joint 
venturers in such continuing exploration and evaluation of natural gas resources. Accordingly, for the purposes 
of the agreement, certain provisions of the Petroleum and Geothermal Energy Resources Act 1967 will be 
modified as set out in the agreement, including to allow the abovementioned petroleum exploration permits to be 
renewed twice—that is, within a limited suspension period—without the normal 50 per cent relinquishment 
obligation.  

The Petroleum and Geothermal Energy Resources Act 1967 was not drafted with the recently emerging 
unconventional gas sector in mind. The limited suspension of relinquishment obligations recognises that proving 
the technical and economic feasibility of the Canning Basin commercial shale gas potential will require some 
years of high level expenditure and technical development. This has been the case for shale gas in the United 
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States of America despite the presence of the most experienced petroleum services sector in the world. The 
agreement in return obliges the joint venturers to continue to explore and evaluate the title areas in accordance 
with their obligations under the Petroleum and Geothermal Energy Resources Act 1967, as modified by the 
agreement, as holders of the relevant petroleum exploration permits. It also obliges them, in addition, to 
undertake field and office investigations, appraisals and studies and in due course marketing and finance studies 
and other matters necessary for them to prove up sufficient reserves of natural gas within the title areas to 
underpin the establishment and sustained operation of a technically and economically viable domgas project and 
subject thereto, to finalise and to submit proposals for a domgas project within the specified time frames.  

The agreement recognises the current uncertainty about the extent of natural gas reserves within the title areas 
and the technical and economic viability of a domgas project. Accordingly, the state has agreed that the 
agreement be determined upon notice from the joint venturers—given not earlier than 31 December 2015 or later 
than 31 March 2016 under clause 35 of the agreement—for any one or more of the following reasons: the joint 
venturers have been unable to prove up sufficient reserves of natural gas within the title areas to underpin the 
establishment and sustained operation of a technically and economically viable domgas project; or the joint 
venturers’ preparatory work under the agreement leads them to conclude that the production of natural gas to 
underpin the establishment and sustained operation of a domgas project is not technically viable; or the joint 
venturers’ preparatory work under the agreement leads them to conclude that the establishment and sustained 
operation of a domgas project is otherwise not economically viable. The agreement does not include oil 
discoveries and their commercialisation, although the joint venturers are optimistic that shale oil will also be 
found. The focus of the agreement is on exploring and proving up natural gas resources.  

Petroleum titles: As mentioned above, the agreement is based on the area of five key petroleum exploration 
permits held by the joint venturers within the Canning Basin. These will comprise the initial petroleum titles and 
title areas as defined in clause 1 of the agreement. The agreement allows for further petroleum exploration 
permits or petroleum drilling reservations held solely by one or more of the joint venturers within the Canning 
Basin to also be included in the agreement after 31 March 2016 and with the approval of the minister responsible 
for the state agreement. However, the state agreement minister must be satisfied that the land the subject of the 
title is prospective for natural gas and such approval would more efficiently or satisfactorily implement or 
facilitate the objects of the agreement.  

The domgas project: In summary, the domgas project will involve the production of domgas in a treatment plant 
from natural gas obtained from within the title areas, and other areas with the consent of the state agreement 
minister, and the construction and operation of a pipeline commencing from a treatment plant within the title 
areas and extending to and connecting to the domestic gas pipeline network near Port Hedland or near 
Dampier—unless the state otherwise approves another location in the north west of Western Australia, in which 
case near that other location—for the conveyance of domgas into the domestic gas pipeline network.  

The agreement provides in clause 10 for the joint venturers and the state agreement minister to agree on a 
corridor within which the joint venturers may construct their domgas pipeline. The agreement provides in 
clause 34 for the joint venturers, after the domgas project operation date and with the state agreement minister’s 
consent, to sell or otherwise dispose of such pipeline out of the agreement. 

LNG project: The liquefied natural gas project will in summary involve the construction and operation of a 
pipeline commencing from within the title areas and extending to and connecting to an LNG production facility 
within an LNG precinct, or to a third party pipeline to the LNG production facility. It would transport natural gas 
obtained from within the title areas and other areas, with the consent of the state agreement minister, to the LNG 
production facility, or to the above third party pipeline, for the production of LNG for export. The LNG pipeline 
must be a separate pipeline to the domgas pipeline. The relevant LNG precinct, within which the LNG 
production facility may be located, will be agreed between the joint venturers and the state agreement minister as 
part of the clause 20 process for them to agree a corridor within which the joint venturers may construct their 
LNG pipeline. 

The LNG pipeline project may be undertaken by the joint venturers, if they so wish, in addition to their 
obligation to undertake the domgas project. However, they may not submit proposals for the LNG pipeline 
project until after all their proposals required to be submitted for the domgas project have been submitted. 
Furthermore, their proposals for the LNG pipeline project may not be approved by the state agreement minister 
until all proposals from the joint venturers for the domgas project have been approved. 

The agreement provides in clause 35(6), after the LNG project operation date for the agreement to determine in 
relation to the LNG pipeline project; that is, for the project to continue outside the agreement. 

I would also mention the following important provisions of the agreement. 
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Community and social benefits: The joint venturers acknowledge in clause 6 of the agreement the need for 
community and social benefits to flow from the agreement. Clause 6 provides for the preparation by the joint 
venturers and approval by the state agreement minister of a plan that describes their strategies for achieving 
social and community benefits in connection with the initial domgas project. The state agreement minister may 
require that a similar plan be prepared in connection with an expansion of the domgas project, the LNG pipeline 
project and any expansion of that project. 

Local industry participation benefits: The joint venturers acknowledge in clause 7 of the agreement the need for 
local industry participation benefits to flow from the agreement. Clause 7 provides for the preparation by the 
joint venturers of a plan that contains, in connection with the initial domgas project and in addition to the other 
matters specified in clause 7, a clear statement on the strategies the joint venturers will use to maximise local 
industry uses and procurement as referred to in clause 7. A similar plan will be required to be prepared in 
connection with an expansion of the domgas project, the LNG pipeline project and any expansion of that project 
unless the state agreement minister otherwise requires. 

Domgas commitment: Under clause 8 of the agreement the parties acknowledge their common aspiration that, 
subject to the joint venturers proving up of sufficient reserves of natural gas within the title areas, they will 
progressively and continuously make available for sale into the Western Australian domestic gas market a 
certain quantity of domgas, produced as part of the domgas project from natural gas obtained from within the 
title areas, over a certain period as set out in that clause. Clause 8 of the agreement sets out the joint venturers’ 
obligations with respect to the marketing and making available of domgas for sale, including petrochemical feed 
stocks which are high-value components of natural gas, with great potential for downstream processing. 

In the event that liquefied natural gas for export is being produced, or is to be produced, from natural gas 
obtained from within the title areas, the joint venturers shall be obliged to market and make available for sale 
into the Western Australian domestic gas market a quantity of domgas from the title areas that is to be consistent 
with the state’s domestic gas reservation policy that applies at the time. As part of their domgas commitment, the 
joint venturers agree to reserve or procure the reservation of natural gas from within the title areas sufficient for 
the sustained operation of the dogmas project in accordance with approved proposals and otherwise for them to 
meet their domgas commitment generally. 

Access obligations in respect of project pipelines: Clause 18 of the agreement requires the joint venturers to 
comply with and observe the laws for the time being in force in Western Australia with respect to the provision 
of access by persons to the project pipelines or either of them, including use by persons of the services provided 
by the project pipelines or either of them. 

Commercialisation of natural gas from the title areas: Clause 24 imposes restrictions on the joint venturers’ 
ability to sell, to dispose or otherwise to commercialise or permit the commercialisation of natural gas obtained 
from within the title areas other than by means of infrastructure and activities comprising the domgas project or 
the LNG project. 

Local content obligations: Clause 27 of the agreement imposes standard state agreement local content 
obligations upon the joint venturers in respect of both the domgas project and the LNG project and any 
expansions of those projects. 

Term of the agreement: Clause 46 of the agreement provides for an initial term of 25 years with the ability for 
the state agreement minister to extend it for a further period of up to 25 years. 

By entering into this agreement, the government is encouraging accelerated large-scale investment in the 
exploration and evaluation of natural gas resources in the highly prospective Canning Basin region of the state 
with a view to the proving up of natural gas reserves to underpin the establishment and sustained operation of a 
domgas project and, if the joint venturers so wish, of an LNG pipeline project. The state desires to facilitate such 
developments for the purposes of promoting industrial development in Western Australia generally and energy 
security in the said state in particular. 

I commend the bill to the house. 

Debate adjourned, on motion by Mr D.A. Templeman.  
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