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NORTH WEST GAS DEVELOPMENT (WOODSIDE) AGREEMENT AMENDMENT BILL 2014 
Second Reading 

Resumed from 25 February. 

HON ROBIN CHAPPLE (Mining and Pastoral) [2.47 pm]: The North West Gas Development (Woodside) 
Agreement Amendment Bill 2014 is an interesting bill and one that we will support. This debate gives us the 
opportunity to make a number of observations and raise concerns about the domestic gas reservation policy. The 
North West Shelf was established many years ago on the Burrup Peninsula, and I also want to talk a bit about the 
location of that project and some of the things around that. The 15 per cent domestic gas reservation policy is 
merely a policy. It is not enshrined in legislation. The only exception is the recently passed legislation pertaining 
to the Canning Basin Buru Energy Ltd gas deposits. This bill is the first time that the domestic gas reservation 
policy has been enshrined as a legislative provision. I thank the Minister for Mines and Petroleum for enabling 
the deputy director of the Department of Mines and Petroleum, Nicky Cusworth, to brief us on this bill. The 
purpose of this bill is to ensure that gas is retained for future use by the state. The amount of gas to be retained 
may be 15 per cent or more than 15 per cent, but it must never drop below 15 per cent. Provisions exist within 
this policy that allow the 15 per cent to be sourced from other places under an agreed process, but it cannot be 
sourced from gas fields that produce solely for the domestic market. For example, Wheatstone, Gorgon or the 
proposed BHP facility at Onslow would be able to provide some component of that 15 per cent, should the 
North West Shelf joint venture, by agreement, not be able to. My comments in relation to where we are at the 
moment are, to a degree, articulated in the December 2014 “National Gas Forecasting Report” published by the 
Australian Energy Market Operator. Unfortunately, this report deals with all states except Western Australia 
because WA does not come under its authority. But it is interesting to note that the “National Gas Forecasting 
Report” refers at length to the potential increase of prices for the domestic market being associated with the 
increasing amount of LNG being exported from the nation. Australia is the largest LNG producer, and because 
of that we give ourselves a status that does not reflect the reality. Australia is actually a very, very small gas 
producer; to my recollection, the BP world energy chart has us as supplying 1.5 per cent of world gas. Most 
other nations that produce gas do so by actually piping the gas. We, because of our distance from market and 
other countries, cannot put our gas down a pipeline so we have to turn it into LNG. When we produce gas that is 
not LNG for the domestic market, we mostly put that into the Dampier to Bunbury natural gas pipeline. Other 
pipelines in Western Australia provide gas down towards the goldfields, and they have take-offs for a number of 
other industries and mining ventures along the way. We need to note that our gas—in this case LNG—is very 
much part of the international gas market. That gas market is putting up prices quite dramatically, and because 
we now buy and sell our gas on an international pricing arrangement our gas will most probably, as articulated in 
the AEMO report, start to become very expensive. 

A while ago I did some back-of-the-envelope analysis of gas prices. In about June 2013 I put out a media release 
based on what Synergy was paying to buy gas in from the Gorgon fields. Previous to that, Synergy had been 
getting its gas on a long-term take-or-pay contract from the North West Shelf Woodside development, but when 
Synergy was asked questions during the estimates hearings prior to June last year it said it was very, very 
concerned that it would not have gas for the market beyond 2015. Synergy entered into a gas contract with 
Gorgon, eventually, to enable a supply into the future. Obviously, we do not know the cost of that because it is 
commercial-in-confidence, but having worked fairly closely with the industry I am aware that it paid 
significantly many times more than the contract price that had previously been established with the North West 
Shelf joint venture. I made some suppositions that we would be paying possibly up to 150 per cent to 
200 per cent more for our electricity in the foreseeable future. The Minister for Energy said I had it wrong, and 
that we would be paying only 100 per cent higher in the near future. On 26 June 2013 the Western Australian 
energy minister conceded that the price of gas from the Gorgon project would be more than 100 per cent higher 
than the state has been paying. Given that 43 per cent of our energy in the domestic market comes from gas, we 
will be paying significantly more for our domestic energy supplies into the future. When that will start occurring 
we are not quite sure, but we note that Gorgon is now significantly behind in its proposals. The answer to 
a question I asked in the last few weeks indicated that Gorgon would not be coming onstream, the project is 
90 per cent complete, the plant start-up and first gas is planned for 2015, domestic gas to the mainland is 
required by 31 December 2015, and that the completion of the construction phase is scheduled for the second 
half of 2016. Given that this proposal was supposed to have gas on shore, according to the original documents, 
by 2012, it has already blown out by three years. I really hope that the requirement for Gorgon to have gas on the 
mainland for domestic supply by 31 December is realised, because the record to date has not been good. 
The domestic gas reservation policy is interesting, because it only applies to the North West Gas Development 
(Woodside) Agreement Amendment Bill 2014. The North West Shelf project supplied about 5 150 petajoules of 
gas to the WA domestic market between 1984 and 2013. A media release from the Minister for 
State Development of 26 November 2014 stated — 
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The North West Shelf’s existing domestic gas contracts will taper off by 2020, and the 
State’s Independent Market Operator had identified this as a key uncertainty for the energy sector at 
a time when the domestic gas market would be tightening. 

I am mindful of a presentation given to the industry at the beginning of last year in the Pilbara by a gentleman 
whose name eludes me. He said this “key uncertainty” was a major problem for industry because it had been 
quite clearly stated that the decline in gas availability meant that nobody would ensure that industry would get 
the gas over and above the domestic consumers of Western Australia. This is an element that the 
DomGas Alliance has been continually concerned about. Not only for our domestic gas supply for the public, but 
also the domestic gas supply for industry. It is something that we need to really ensure is locked away. What we 
know is that we are finding in the international market that the price of gas is increasing because of supply and 
demand, and at the end of the day, unless we put in place structures like this to ensure that gas is retained for the 
domestic market, we will find that most of our liquefied natural gas will go offshore. 

The new commitment is equivalent to about 100 terajoules per day of additional gas into the market; about 
10 per cent of current supply. Production from the new gas developments is expected in 2017, so that is when we 
are starting to look at other developments coming onstream. This agreement, a formalised agreement through the 
North West Gas Development (Woodside) Agreement Amendment Bill 2014, the one we are dealing with, will 
certainly enable some domesticity of gas to be retained within the state. But will it be enough? That is where 
I start to have some major concerns. The government is quite clearly committed to ensuring that the 
Western Australian community has a stable supply of gas, but this piece of legislation will not do that. 
Hon Peter Collier: It will contribute. 

Hon ROBIN CHAPPLE: It will contribute, but when we actually consider the percentage, as I have already 
identified, it is a very small percentage. What we have is Macedon, which is one of the best ones we have, 
because it is purely domestic. 

There are still major concerns about future gas suppliers in WA, because we know that North West Shelf 
basically wanted to exit the domestic gas buyer market after 2020. Whilst some say this would have a dramatic 
effect on the market, I do not think so, because unless North West Shelf is actually finding new gas fields by 
then, its own supply from its own fields would be very limited and as we all know, industry and the marketplace 
demand, to a large degree, that industry gets the best bang for its buck. We also know the Minister for State 
Development’s ability to vary the 15 per cent domestic requirement. As somebody who has been involved in 
a lot of state agreement acts with the mineral industry and others, when the industry comes cap in hand to the 
government of the day and says that it wants to vary its commitments, as we have seen with the iron ore 
industry—the commitments to develop downstream processing, the commitments to develop steel plants, the 
commitments to do many things—they are subsequently changed by the minister of the day because industry has 
the ear of government and said, “Look, we can’t afford to do it”. I am concerned that the minister, most probably 
under pressure from industry, can vary that 15 per cent domestic requirement. 

These issues potentially undermine the very intent of this piece of legislation, but as I say, this piece of 
legislation is quite stand-alone. Despite the new agreement, the amount of gas WA receives from the North West 
Shelf would be significantly reduced post-2020. Considering that the North West Shelf supplies over 50 per cent 
of WA’s gas needs, if that is the case and we are having an increase of gas demand, then will we be able to get 
the same sorts of deals out of Gorgon, Chevron and Scarborough into the future? At a national level it is a case 
of making sure that the federal minister now steps up to ensure that all of the gas industry meets its moral 
obligation to ensure that the Australian industry and jobs benefit from gas, as opposed to the continued process 
of putting most of this gas into the international marketplace. Woodside is a 16.7 per cent shareholder in 
North West Shelf, and North West Shelf was Australia’s largest single resource project. Obviously, the other 
partners are all at the same level: BHP Billiton, BP, Chevron corporation, Royal Dutch Shell and Japan Australia 
LNG. It will be interesting to see how that plays out into the future. 

One of the issues that we face within the LNG industry, not only in Australia but here within Western Australia, 
is that all the parties to the North West Shelf have their own developments in train. As we have seen with 
Chevron, it has Gorgon. As with BHP Billiton, it has its Scarborough development and Chevron also has the 
Wheatstone project. Unfortunately, much as it holds hands within the North West Shelf development, its 
relationships external to that are very competitive, as we have seen with the development of the Pluto LNG 
project. Pluto’s idea was to develop a stand-alone facility that would facilitate the processing and transportation 
to market and to the domestic market of other people’s gas, and that was how Pluto was set up. No sooner had 
Pluto been set up than some of the agreed partners to use that facility departed and went their own way. Pluto, to 
a large degree, is reliant on its own Pluto field and not much else at the moment. We see that level of 
competition existing within the industry. In relation to the DomGas Alliance, it still has major concerns about 

 [2] 



Extract from Hansard 
[COUNCIL — Tuesday, 10 March 2015] 

 p853c-858a 
Hon Robin Chapple; Hon Kate Doust 

a stable supply of gas to Western Australia. Recently, elsewhere in Australia, there was an article written in the 
PetroleumNews.net: “Santos deal reignites DomGas war”. This was produced on 10 March 2015 and states — 

THE domestic gas reservation war has been ratcheted up a notch, with the DomGas Alliance 
saying Santos’ five-year off take deal with Alcoa was proof foreign buyers are given long-term 
certainty while local industrials are not given the same security. 

The deal will see Santos supply an initial 82 petajoules of gas and includes options for two five-year 
extensions, which Australian Petroleum Production and Exploration Association chief operating officer 
(Western Region) Stedman Ellis said was proof of WA’s increasingly mature domestic gas market.  

I worked with Stedman for many, many years at BHP and I sometimes wonder where Stedman gets his ideas 
from. Stedman Ellis added — 

He added that the market did not need further intervention from government, as user groups across the 
country and unions on the east coast had called for. 

While Santos currently only sells its Australian-produced gas into the Australian market, 
DomGas Alliance executive director Matt Brown said the deal merely confirmed his group’s repeated 
warnings that gas users were facing major challenges securing adequate volumes and long-term 
contracts. 

“The announcement shows that the state’s largest gas user and a major jobs generator has only be able 
to secure less than 20% of its energy needs in a market that producers claim is well supplied,” he told 
Energy News. 

If we can secure only less than 20 per cent of its energy needs, this 15 per cent reservation will have little or no 
impact on that. Matt Brown, the DomGas Alliance director, went on to say — 

“And while foreign customers are offered 20-year contracts, local firms are offered five years. 

“The Santos-Alcoa deal confirms that as the big oil and gas producers ramp up their sales of our gas to 
China and Japan, Western Australian industry and jobs are being left in the lurch.” 

I point out that Stedman Ellis said that the claim by DomGas Alliance that the gas reservation was needed to 
correct market failure in WA was not correct. The articles reads — 

“The DomGas Alliance has consistently sought to justify ongoing government intervention in the WA 
domestic gas market by claiming that its members cannot secure the volumes of gas and the length of 
contracts they need,” Ellis said. 

But the government has listened and this legislation endeavours to ensure that 15 per cent is secured for the long 
term. By way of a slight divergence from my comments, this came from the original gas reservation policy under 
the Carpenter government, and it was a good idea. The problem was that in many cases we did not know where 
that 15 per cent was to be stored or come from. As everybody in the gas or oil market knows, as we move 
towards the end of a gas field, gas becomes much more expensive to retrieve because there is a lot of formation 
water and a lot of reinjection needs to be done to bring that gas to the surface. Part of the original policy left us in 
a quandary to a large degree about whether we would be left with lots of 15 per cents in fields that virtually 
could not be brought to market. This bill ensures that whilst we are bringing to the domestic market far more 
than 15 per cent, we should not be able to drop below that unless at some stage the minister agrees to alter that 
reservation policy. The article states — 

“The Alcoa deal follows last year’s announcement by FMG, another Alliance member, that it is 
converting its operations from diesel power to gas, an investment that would not be contemplated in 
a constrained market.” 

He said the health of the domestic gas market was also highlighted by the Independent Market 
Operator’s annual Gas Statement of Opportunities — 

I have just referred to that — 

released in December, which forecast an abundant supply of gas for export and domestic needs over the 
next decade.  

My concern is that the “National Gas Forecasting Report” indicates that yes, we have a lot of gas for the export 
market, but indeed it is leaving the domestic market, at a national level, shy of what is needed. Certainly, there 
have been a number of comments in the media pertaining to the fact that we may not have the gas we so desire 
for our domestic needs well and truly secured into the future, notwithstanding the passage of this legislation. 
I make it clear again that we support the legislation. 
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It gives me the opportunity to touch upon some comments previously made about the development of the 
North West Shelf and why it is situated to a degree on the Burrup Peninsula. In 1964, the proposals were for the 
development of a porting facility on Depuch Island to enable the development of the iron ore industry. After the 
subsequent iron ore industry’s development on the Burrup Peninsula in the Dampier Archipelago, the 
North West Shelf facility also went there. It is important to go back and note the comments that were made about 
the original idea of industrial development on Depuch Island. The Minister for Education and Native Welfare, 
Hon E.H.M Lewis, wrote the foreword to what is interestingly referred to as Western Australian Museum: 
Special Publication No. 2. There was never a number one or three, so I am interested in where number two came 
from. He stated — 

During recent years the development of Western Australia has shown rapid advances. However, in the 
wake of progress has come change to old and familiar parts of towns and to the countryside. It is clear 
that we must accept many of these changes—but we must also behave responsibly, so that needless 
destruction is avoided and the future is not robbed of some of the outstanding features of the past. 
Among the things that we should not wantonly destroy, because of their scientific, aesthetic, and tourist 
value, are examples of our unique native rock art and Aboriginal culture. 

Today in Western Australia we are on the verge of exploiting the natural wealth which we possess in 
the great iron-ore deposits of the Pilbara. At the same time, Depuch Island is being examined with 
a view to developing it as a deepwater port to make ore shipments possible. The consternation which 
was expressed by various scientific and responsible bodies, when the intention of the Government 
became known, was the outcome of genuine anxiety regarding the safety of the outstanding Aboriginal 
art of the Island. 

In recognition of this, the Government adopted the suggestion of the Western Australian Museum 
Board that Dr. Ride and his colleagues should survey the unique features of this Island and make 
recommendations to the Government concerning their preservation. During the time that the survey 
party was working on Depuch Island I visited them in company with Mr. Frank Gare, the 
Commissioner of Native Welfare. On that occasion I saw something of the remarkable engravings 
which have such importance and I feel that I can recommend this report to its readers with some 
understanding of the problems which are discussed in it. 

As Minister responsible for the Museum, and Minister for Native Welfare, I have great pleasure in 
presenting the result of this survey. 

A press release of 23 December from Hon E.H.M. Lewis, which was released at the same time as the report was 
tabled, states — 

During the past week the Government has announced the signing of contracts between mining interests 
in Western Australia and steel manufacturers in Japan. These contracts are the fruition of our hopes for 
the development of a great iron industry in the Pilbara. In making these announcements we have said 
that the outlet ports for this industry will be at Port Hedland and at King Bay in the 
Dampier Archipelago, so it has now become clear that Depuch Island is no longer being considered for 
the harbour development which was visualized at the time this Report on Depuch Island was written. 
This does not mean that the valuable work published here is wasted. Now, as a result of it, we have an 
accurate statement of the Island in its context as one of the most remarkable native art sites in existence 
and of which we, as Western Australians, can be justly proud. 
We also have a set of recommendations from an authorisation and responsible body, the 
Western Australian Museum Board, which shows how the Island can be developed as a port if the need 
should ever arise. 

The Government is very much aware of the great artistic and anthropological value of Depuch Island 
and I am pleased to be able to point out that it is already under protection as a native reserve controlled 
by the Native Welfare Department of which I am Minister. 

Unfortunately, no survey of Dampier Archipelago—or indeed, the Burrup—was ever carried out. It is interesting 
to note that as part of the report, a flora and fauna survey was taken of the Dampier Archipelago. The report 
notes that 20 petroglyphs or Aboriginal carvings were found in passing. The government of the day was led to 
believe that the Dampier Archipelago contained only a very small number of archaeological petroglyphs, stones 
and various other things. The WA Museum was never asked to investigate the issue of Aboriginal heritage in the 
Dampier Archipelago. As a result, it was not until the proposal for the development of the Burrup was put before 
the government in 1970, or thereabouts, that people within the Museum became very concerned that the area had 
not been assessed and, indeed, should have been assessed. By 1973—after the establishment of Alcoa Salt as it 
was then known in the Dampier Archipelago—Enzo Virili had already recorded 6 000 carvings in two valleys, 
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4 000 of which were in one valley alone. Notwithstanding that, after the iron ore was developed and we lost an 
estimated 5 000-plus carvings in that development, the Woodside development was slated to go to the area 
where it currently exists. What is interesting is that we know from looking at the processes that were established 
by Woodside in 1978 to locate its liquefied natural gas facility on the Burrup, that two sites were considered—
Sloping Point at the north east tip and Whitmore Bay, which is where the facility was established. It has never 
been established whether any other area was identified and considered. In the development of that Whitmore Bay 
area, a number of people within the Museum took it upon themselves to get in the way of the bulldozers and 
record and move what they could. Some 1 800 petroglyphs were removed to an area in front of the bulldozers. 
One of those involved, a gentleman named John Patterson—who was an anthropologist/archaeologist from 
New Zealand, but who also happened to be a New Zealand powerlifting champion—gave a wry smile because 
his job was to literally hold up the bulldozers. He was a mountain of a man and I am sure his presence was 
somewhat intimidating to some bulldozer drivers. We lost a further 4 100 petroglyphs in that development with 
1 800 being removed. 

It is poignant to note that a former Premier of Western Australia, Dr Carmen Lawrence, and a former 
Minister for State Development, Hon Colin Barnett, have stated on the public record that had they known about 
the number of rock art and petroglyphs in that area, they would have not allowed development on that island. As 
a former Minister for State Development, Colin Barnett stated in 2006 — 

‘World heritage listing [of the Archipelago] is inevitable. [But] you would not think we are some 
struggling Third World country which needs to be dictated to as to how it deals with heritage. The 
status of the rock art [makes it] in my opinion without doubt the most important heritage site in WA and 
possibly the nation. However, today with our level of knowledge, enlightenment and sophistication, the 
challenge we face is to reconcile them where those conflicts exist. We certainly cannot use ignorance 
today as an excuse. If there is one part of Western Australia where this conflict between conservation 
and development is most apparent it is on the Burrup Peninsula” 

A former Premier of Western Australia, Dr Carmen Lawrence, stated — 

“successive governments—my own included—have failed to appreciate the global significance of the 
Peninsula. Indeed the current Federal Government opposes heritage listing of ‘all or any part’ of the 
Burrup because of ‘potentially grave consequences’ for the resources sector. No mention of the 
potentially grave consequences for our heritage” … 

Subsequent to that, in the dying days of his government, Hon Malcolm Turnbull placed Burrup Peninsula on the 
National Heritage List. 

The Greens support the North West Gas Development (Woodside) Agreement Amendment Bill 2014. It will not, 
in isolation, do the job of protecting domestic gas supply. I will deal with how some issues will be handled and 
seek clarification on them in the committee stage. On that basis, I resume my seat. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [3.28 pm]: I know that time 
will march on swiftly, but I will return to my remarks after question time. 

I stand on behalf of the opposition to support the North West Gas Development (Woodside) Agreement 
Amendment Bill 2014. I have listened very carefully to the words of my colleague Hon Robin Chapple, with his 
depth of understanding and detailed knowledge of the origins of this state agreement. Members will be pleased 
to know that I will not repeat a lot of the things that he has already said. This bill ratifies quite a significant 
change to the North West Gas Development (Woodside) Agreement, which, as we know, was first established in 
1979. Hon Robin Chapple has provided quite a bit of detailed information about that. It is quite a significant 
change because, as we know, there are concerns worldwide about gas prices and its availability and issues 
around supply and demand. There has been a lot of debate and concern in our state about continuity and security 
of supply. Although the initial domestic gas reservation policy was established under the Carpenter government 
in 2006, it has certainly sustained full support from the current government. Having that bipartisan support in 
Western Australia is quite significant as it provides some ongoing certainty for gas consumers in this state, be 
they residential or industrial. 

It is interesting to note that this domestic gas reservation policy has come in for a degree of flak and opposition 
both at a local level through the Economic Regulation Authority and at a federal level from the Minister for 
Industry and Science and I think a couple of other senior organisations that see it as being an impediment to gas 
producers in marketing and other arrangements. They would prefer to see the policy removed to enable these gas 
producers to be able to do as they choose. That does not assist us at a local level. 

Debate interrupted, pursuant to standing orders suspension. 
[Continued on page 868.] 
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