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GAS SUPPLY (GAS QUALITY SPECIFICATIONS) BILL 2009 

Second Reading 
Resumed from 16 September. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [8.40 pm]: I rise tonight to 
say a few words in support of the Gas Supply (Gas Quality Specifications) Bill 2009. It feels as though we have 
been waiting quite some time for this bill to come on for debate. I do not mean just this week; I mean that we 
have been asking for a period of time when it would happen. I know that industry has certainly been asking when 
it was going to happen. It is very keen to get this legislation through Parliament before the end of the year 
because it will have a flow-on impact on industry in terms of a range of decisions that it will need to make about 
future projects in the state. This is indeed, therefore, a very important bill to both the state and industry. 

I note when this bill went through the other place that it went through fairly rapidly and that no amendments 
were made to the legislation at that time. It is interesting to note that since the bill was read in this place, we have 
received not only one supplementary notice paper of amendments, but also on Tuesday this week a second 
supplementary notice paper with further amendments. I look forward to the minister providing in committee—
not necessarily in his reply to the second reading debate—a detailed explanation of what the amendments are 
about. I follow a number of them, but there are a couple of more recent amendments about the coordinator on 
which we will need some clarification. I will ask the minister in due course for an explanation of the timing of 
those amendments. Although a couple go to making adjustments to this legislation to bring it in line with the 
National Gas Access (WA) Act that we passed in this place prior to the parliamentary break at the end of June, 
as I recall, for some reason it sat on the notice paper in the Assembly without being finally ticked off. I would 
therefore like an explanation from the minister of the timing of the amendments to deal with that particular 
aspect of the legislation and why they were not moved when the bill was in the other place, rather than waiting 
until it came here. I was quite surprised at that. 

This legislation has a very detailed long title. It provides an amazing framework for what this bill is about. I 
congratulate all the Office of Energy staff, industry players and others who have been involved in the gestation 
of this legislation. When I was briefed, I think Peter Adams was one of those key people and some other people 
came along as well. The detail that they provided in the explanatory memorandum was excellent. I encourage 
any member of this chamber who does not at this time have any understanding at all about this type of legislation 
to get a copy of the EM, because although it is a bit more advanced than a dummy’s guide to gas facts, it is very 
good for those who do not have an extensive background in the area. I find myself going back over it time and 
again to get my head around the key issues. I thank them for the amount of work that has gone into this 
legislation. I know that this is not a piece of legislation that has only just arrived in this place and has been 
worked on over the past six to 12 months. It is a piece of legislation that has been built on for more than 10 
years, even going back to the 1990s, as alluded to in the minister’s second reading speech, when the current 
Premier was involved as the energy minister. It has taken a long time and an enormous amount of work has gone 
into it, including a very good report, which I will allude to later, prepared by the EnergySafety people. The report 
goes into great detail on the issue of the gas appliances that will need to be replaced. The volume of work is 
immense and the level of detail is very impressive.  

We are fortunate in Western Australia to have people of such high skill and knowledge in this area. I could 
probably branch off and start talking about how we should be developing those people’s skills in the area of 
science and maths and education and training. However, that debate is for another day. I had that discussion with 
some industry players earlier this week. Minister, we might have a talk about those things another time.  

The Gas Supply (Gas Quality Specifications) Bill 2009 deals with proposed changes to the gas specification, 
which will bring Western Australia into line with other states in terms of the heating value of the gas that we use. 
I am quite impressed that I can get to that point, because a couple of months ago I would have found it a struggle 
to understand that. I know the minister is on a learning curve with that as well. I could probably even tell the 
minister later in my speech what a Wobbe Index is. I have been studying these things very hard. I am still not 
sure about some of the other technical jargon, but I am sure Hon Robin Chapple or Hon Jon Ford, the 
opposition’s esteemed gas man, will be able to provide that level of detail.  

I am fortunate to not only have had briefings from the Office of Energy staff and others involved in the drafting 
of the bill, but also BHP Billiton, the Australian Petroleum Production and Exploration Association, the 
Chamber of Minerals and Energy and Woodside have been very keen to share their views with me on this 
legislation. On Monday I had another discussion with representatives from BHP Billiton. They were asking 
where was the legislation and I assured them that we were very keen to support it and get it through this house as 
quickly as we could.  



Extract from Hansard 
[COUNCIL - Wednesday, 14 October 2009] 

 p7998a-8007a 
Hon Kate Doust; Hon Robin Chapple 

 [2] 

Although the opposition supports the legislation, as I proceed I will raise a couple of questions. I did raise some 
questions with the minister’s advisers. Perhaps when we get to the committee stage it might be useful for the 
minister to provide a response. I am not too worried about the minister addressing the questions in his reply to 
the second reading debate. I will raise them in my speech, and when we get into committee the minister might 
want to deal with them.  

This is a very technical bill and thank goodness we have a detailed explanatory memorandum. The bill is in 
seven parts. For the information of members, I will briefly go through the general areas: part 2 deals with gas 
quality and capacity of PIA pipelines; part 3 deals with modifying gas contracts; part 4 relates to compensation; 
part 5 deals with the rectification program; and part 6 deals with a range of general provisions. Those are the 
areas I will refer to in my contribution to this second reading stage.  

It is not a controversial bill and I believe there is broad support for it amongst the parties. Having looked at some 
of the initial submissions about the proposals, I know that there were concerns about some aspects of this 
legislation. I note that most of those have been resolved. I was looking at some of those again tonight. I looked 
through the APPEA submission, particularly its comments on the proposals in this legislation. Obviously, it has 
changed its view. I hope the minister will not mind, but I will read into the record what it said, because it is 
interesting to get these points of view from industry. APPEA states in its submission — 

Whilst APPEA welcomes this partial acknowledgment of the benefits moves to a broader gas 
specification, one more in line with the Australian Standard, will bring, APPEA is disappointed that 
these acknowledged public benefits have not shaped the approach taken in the Bill, particularly as it 
relates to “compensation” arrangements, arrangements that effectively place any and all costs associated 
with such a move at the feet of the producers, without adequately reflecting the broader public benefits 
such a move will bring.  

I might come back to that matter later, because I have a couple of questions about how the cost will be shared, 
not just at this point, but in the future. The minister made a comment at the end of his second reading speech on 
this bill about the review of the bill, and about how the cost may be borne in the future. Therefore, I might touch 
on that later. 

APPEA states at page 3 of its submission — 

APPEA’s view, as is expressed in our 3 November 2008 submission to the OoE and 9 February 2009 
letter, is that it is important that the costs and benefits of the move to adopt a broader specification are 
shared efficiently and effectively.  

With that in mind, APPEA notes that in no other jurisdiction has a change to gas specifications (such as 
the adoption of AS 4564—2005: Specification for general purpose natural gas) been accompanied by 
“compensation” arrangements of the kind proposed in the Bill. 

That is an interesting comment and also one that I would like to come back to later. I would like the minister to 
explain what the gas specification arrangements are in the other states, and also why it was decided that in 
Western Australia it would be the producers who would pay compensation at this point in time. I am interested 
in how that decision was arrived at.  

What does this bill seek to do? As members would be aware, natural gas is the largest energy source in Western 
Australia’s energy mix. About 70 per cent of the demand for gas comes from the south west. This state is again 
about to step up into—I hate to use this word—a boom, and things are getting busier in the resource and mining 
industry in this state. That will increase the demand for that energy source. That is particularly the case in the 
mid-west with the iron ore and magnetite industries, and also in the north west. The demand is there. Therefore, 
the state will need to ensure that there is security of supply and access to gas in the long term. This bill is very 
important, because it will provide the opportunity for industry to make decisions about new gas projects, and 
also about projects that might be in abeyance or might not be on the planning board because they do not meet the 
current gas specification standards. This bill will provide the potential for those projects to come online. This bill 
is particularly important for projects such as the Macedon gas project. In fact, someone said to me that this bill 
could really be called the Macedon bill, because, as I understand it, until this bill is passed, those types of 
decisions about where we go in future will not be made. This bill will enable gas producers to supply gas to 
transmission pipelines at a broader gas quality than the current specifications, but within Australian standards. It 
deals with the compensation scheme between producers, some large consumers, storage facilities such as 
Mondarra, near Geraldton—I note that Mondarra was referred to in the gas emergency report tabled yesterday by 
the minister—and pipeline owners, to ensure that none is disadvantaged by the effects of the broader 
specification gas. Existing gas contracts can be modified under certain provisions to override any provisions that 
may hinder the intent of this bill.  
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The bill also deals with compensation for pipeline operators in situations in which, due to changes in the gas 
specifications, they may have to make alterations to their pipelines. I understand—the minister can correct me if 
I am wrong because I am still working through this—that they will receive compensation only after the gas 
flows. That is correct, is it not, minister? 

The bill provides for the establishment of a 10-year program, funded by gas producers, to replace where 
necessary pre-1980 domestic gas appliances used by small retail gas consumers that may be made unsafe by the 
new gas specifications. I was wondering what sort of appliances were being referred to. There has been a lot of 
development and there are many new homes and renovated homes, and it might be thought that there would not 
be many people who would have pre-1980 appliances, but I understand from reading the report that there are 
actually a lot of pre-1980 appliances around. We are talking about appliances such as hot plates, freestanding 
cookers, freestanding flueless space heaters, flued space heaters, wall furnaces and outdoor instantaneous water 
heaters. A range of types of small appliances are referred to. 

I would like to pick up on that and take members through some of the information provided in this report; it is a 
very good report. I will not take members through the extensive detail. For the information of Hansard, the title 
of the report is “Report on survey to determine the number of pre-1980 domestic gas appliances connected to the 
Perth metropolitan natural gas distribution system”. It was released in September 2008 by EnergySafety WA for 
the Department of Consumer and Employment Protection. As I understand it, between April and July 2008, 
EnergySafety inspected a sample of about 750 residential gas installations around the metropolitan area, to 
identify and quantify the number of converted town gas and early natural gas appliances that remained 
connected. I had to find out what “town gas” was; it is gas derived from coal. We all learn something as we go 
through these bills! The number of converted town gas appliances was 4 156, the number of early natural gas 
appliances was 29 955 and the number of pre-1980 appliances was 34 111. That is quite a substantial number, 
and that was an interesting starting point. 

I then wondered about the cost; that is another issue we face as we go through the legislation, and it is one of the 
reasons the issue of compensation arises. The report estimates the replacement cost for 11 000 appliances to be 
$16.5 million, which is a substantial figure. I can give the minister the page number so that he can refer to this 
detail; it is page iv of the report. Reference is made in the report to other types of gas points, including Negas 
bayonet point connections. It is estimated in the report that replacement of these gas points would cost $720 000. 
There are quite substantial dollars involved. Page v of the report relates to a program to replace appliances. The 
report states — 

Stringent controls to be put in place to ensure that only appliances that need to be replaced are replaced 
and the old appliances are destroyed to prevent any recycling. 

From memory, I think that was an issue that I raised. I think that once this gets going, it will actually be quite a 
substantial piece of work. I did not ask the question but I am interested to know who will have the responsibility 
to check on these appliances and, if need be, remove them? What flows from there is the type of education or 
advertising program that will come into play to alert the community about the changes that need to happen once 
this legislation is through. I imagine that a lot of people, particularly pensioners, would not have replaced a lot of 
appliances they may have had prior to 1980. Once we get to a certain point in life, we do not tend to constantly 
change ovens, cookers, heaters and things like that. People tend to make do. These are quite expensive items for 
people to replace. I am interested to know how the minister intends going about providing that information to 
people and also encouraging them to make the exchange.  

It is a very detailed report. Another interesting part in this report is that it goes through a range of options. We 
need to have a range of options to reduce the impact because of the expense associated with replacing these types 
of items for the domestic user. The first option of course was to replace all converted town gas appliances. 
Looking at that one option, this report says that there are about 4 200 converted town gas appliances. The total 
cost to replace those is estimated at $6.5 million. The second option is to replace all pre-1980 gas appliances. 
Again that comes back to that larger number; that is, 34 111. There is an interesting comment in the report under 
this option. It states here — 

This serves to limit the potential for consumer displeasure when appliances operate with reduced 
performance or exhibit lower reliability and to remove any safety concerns that may arise with these 
appliances.  

I would imagine that from time to time there could be issues if a consumer changed the gas specification and, 
because of the combination of the various elements in the gas that come down through the pipeline, the heating 
value was lower than it was previously. Consumers may become agitated if they are not getting the full access 
that they may have been used to or they are not getting the same heating value. That might be an issue.  
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One of my colleagues pointed out to me today that another issue relates to safeguards in terms of the types of 
appliances that will be allowed to continue, or how appliances with the changed specification can be used. The 
estimated cost to go for this option was $16.5 million. The report goes on to state — 

If all pre-1980 appliances were replaced this would increase the number of appliances to be replaced 
from 11,000 to 34,100 and the cost would increase by $37,050,000 to $53,550,000. On a safety related 
basis alone this additional expenditure can not be justified. However, it would remove all the appliances 
that may prove troublesome operating on gas with a low Wobbe index. 

I suppose the question is: who will pay for all of this? I do not know whether the compensation amount that has 
been talked about in relation to the Gas Supply (Gas Quality Specifications) Bill 2009 would cover that type of 
option. I would be interested to know the answer to that question, minister.  

The next option that the Department of Consumer and Employment Protection considered was the modernisation 
of all pre-1980 appliances. The report states — 

This option would require appliances to be fitted with modern safety interlocks and their performance 
tested with limit gases. 

Further, the report states — 

… the cost of fitting them is usually much higher than the replacement cost of the appliance. 
Replacement is therefore the preferred option. 

That is commonsense, but I suppose they have to go through all of the different options to ascertain what will 
work best. 

The fourth option was to maintain priority 3 appliances. This option did not appear to be terribly attractive, I 
think because it would require quite a bit of servicing to be done and also amendments to be made to some 
regulations to make the servicing of these appliances compulsory. The workload involved in that option seems 
fairly onerous.  

The fifth option was to use Negas bayonet point connections; the recommendation contained in this report was 
that all of those bayonet points be replaced. I thought the level of detail in this report was very useful, as was the 
very matter-of-fact approach that was taken to which options would work, which would not, and which they 
thought would be in the best interests of both the consumer and also the group who would be paying for the 
replacement.  

Page 16 of the report contains a list of fairly straightforward recommendations, and we have probably talked 
about a number of them. Recommendation 3, the key one, is picked up in the legislation. That recommendation 
states — 

A program is implemented to identify all Pre-1980 appliances installed in schools and institutions 
supplied by natural gas. 

It is interesting that that has been picked up, because most of the discussion around this legislation has been 
about industry or domestic consumers. I had not really considered schools, but I would be interested to know 
how they will be managed. A lot of schools were built pre-1980, and I am not too sure what types of appliances 
they may still have. 

Hon Peter Collier: Some of those old heaters are pre-1980. 

Hon KATE DOUST: Yes, I was just thinking that. I do not know how often they are checked, or whether they 
are checked by EnergySafety. I would like some information on that, because if this exercise has to be gone 
through for the domestic user, I think it is very important that schools are also dealt with. I hope that as the 
maintenance programs sweep through the various schools, these types of issues are picked up. I do not know 
whether that would be included on a maintenance checklist. 

Recommendation 6 advises that — 

A public advertising campaign is carried out to alert the public to the safety concerns and the need to 
replace appliances, or have them serviced. 

We have already talked about that. I have some questions related to that recommendation. How will the 
campaign be paid for? Has money already been allocated in the current budget to deal with that specific type of 
campaign, and, if so, how much; or will that money have to be sought in the next budget? 

For members who are interested, appendix 1 of this report lists the different types of components of a gas 
specification. I thought that was quite useful, because “gas” is such a generalised term that I do not think people 
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consider what it may be constituted of, such as ethanes, propanes, methanes, sulfurs and a range of other 
chemicals. I thought that was quite a useful piece of information. I do not know whether the minister has had the 
opportunity to have a look through that report. 

Hon Peter Collier: I have had a brief look at it.  

Hon KATE DOUST: He has had a brief look. This kind of work is very important. As I was going through and 
looking at some of the references in the report, I realised that I know one of the people who was involved in the 
writing of this report, as it turns out. He is eminently qualified, and knowing that individual and looking at the 
detail I could see that he has done an excellent job. 

The replacement program over 10 years will be a very interesting exercise to pursue. It is picked up by part 5 of 
the bill. I hope that the minister will correct me if I am wrong—I have to get it right in my head—but I recall 
some provision or some discussion to the effect that if people refuse to have their appliances replaced, they will 
have their gas turned off. Is that right? 

Hon Peter Collier: Yes, they will. 

Hon KATE DOUST: That it is a pretty drastic way to do it, and hopefully it will never come to that. 

Hon Peter Collier: I will go through that with you. 

Hon KATE DOUST: I would be interested to know how the minister will go through that process, because I 
would hate to think that some people might have their gas cut off, for whatever reason, thus creating a whole set 
of other problems. I assume that this is mainly a metropolitan replacement program. The minister might be able 
to tell me whether there is any similar requirement in any regional areas that have access to natural gas. 

Hon Peter Collier: I’ll follow up on that. 

Hon KATE DOUST: I know that some places are on tank gas, but I am interested to know how that will be 
dealt with, because I imagine that there might be a greater reluctance to part with the product. As I understand it, 
people will be given a choice of appliances. I think there is a range of options within each category. I understand 
also that the appliances will be installed free of charge, so no cost burden will be imposed on the consumer. That 
is a very positive thing. The Office of Energy has obviously tried to think this through very carefully to make it 
as attractive as possible for people to make the switch. Has a unit been set up to handle this area of work? 

Hon Peter Collier: Yes. 

Hon KATE DOUST: I understand that the value of the package is about $35 million, and that money will come 
from the producers. The minister will explain to me why that decision was made, because, as we have already 
discussed, the Australian Pipeline Industry Association view at the time, which I would imagine has now 
changed, was that, given that there would be much broader benefits to the community, perhaps the government 
should have picked up part or most of that tab. I will be interested in having that information. 

The passage of this bill will allow several new gas fields to be developed, including Macedon. It will enhance 
energy security and increase competition in the industry. It is timely that we are dealing with this legislation now 
given that the minister has just tabled the gas emergency report. Although I have not had the opportunity to go 
through all of that, it is very important that this legislation be passed. We have already dealt with the National 
Gas Access (WA) Bill 2008, so quite a bit of work is being done to address the issues of security and access to 
ensure supply into the future. I know that that is a concern. When I talk to people in the industry, one group says 
that there will not be enough gas in the future, while another group says that if we pass these kinds of bills that 
enable them to go out and do the work, of course there will be. I think we are at a very interesting point, and the 
passage of this bill will perhaps allay some of those concerns. 

I understand that the gas resource at Macedon is of a different, higher quality, in that it has fewer impurities and 
the mix of gases that reduce the energy component. For that reason, that gas has been prevented from gaining 
access to the Dampier to Bunbury gas pipeline and thus to the market. This bill is about making changes to the 
mix of the quality of the gas that is allowed into the Dampier to Bunbury gas pipeline. That will bring WA into 
line with national standards. I understand that the gas quality specifications in WA have been higher than those 
in the other states for the past 30 years. 

Hon Peter Collier: That is right. 

Hon KATE DOUST: It is about that time. The specification is usually about how the chemicals are arranged. 
Also, as I understand it, the gas cannot have any contaminants such as dust or mercury, or a mix of town gas, 
natural gas and liquefied petroleum gas. 

This legislation will impact upon a number of players in the industry. For some, it will impact in terms of the 
contracts. Some contracts will need to be changed to enable the broader gas specification to be used. The bill 
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provides, as I understand it, the capacity to deal with any unforeseen issues that arise regarding changes that may 
have to be made to those contracts. The Office of Energy advisers said to me that regulations will have to be 
drafted to deal with those situations or arrangements. I do not know whether that is currently in process or 
whether that will happen when the legislation goes through. 

Hon Peter Collier: It is in process, but it will take a while. 

Hon KATE DOUST: A lot of detail is required, I imagine. We have already talked about the issue of 
compensation. An amount of $35 million will be paid into a fund, I imagine, by the producers. Who will actually 
manage — 

Hon Peter Collier: You are talking about the appliance rectification program? 

Hon KATE DOUST: Yes. Who will manage that? 

Hon Peter Collier: I will check on that. 

Hon KATE DOUST: I do not know whether it comes down to that amendment that the minister is proposing. 

Hon Peter Collier: No. 

Hon KATE DOUST: Whether it is the coordinator — 

Hon Peter Collier: No, it is not. 

Hon KATE DOUST: Okay. Part 4 of the bill deals with compensation, and it also refers to the different types of 
pipelines. There is a PIA— a pipeline impact agreement—which I think I referred to fairly early on. This enables 
there to be commercial negotiation fallback arrangements. Producers can choose to have a default contract. I 
understand that the Dampier to Bunbury natural gas pipeline and the goldfields gas pipeline will be compensated 
before the gas actually flows. I understand that there are three different types of pipeline impact agreements. 
They deal with construction and warehousing, which is that Mondarra storage example, and also there are 
agreements regarding blending contracts. The other type of contract, as I understand it, is a part 4 pipeline gas 
delivery contract—I think that is the right term. 

Hon Peter Collier: Just to get back to the implementation, the Director of Energy Safety will be responsible for 
the rectification program. 

Hon KATE DOUST: Okay. Is that why the minister will move that amendment? 

Hon Peter Collier: Yes.  

Hon KATE DOUST: All right. I understand that this part 4 pipeline contract is slightly different. For the 
producer to be eligible for compensation, the contract had to be in place as of 1 January this year, and the 
contract has to be able to continue until 2029.  

Hon Peter Collier: Until 2029; that is correct. 

Hon KATE DOUST: I understand that, aside from the Dampier to Bunbury natural gas pipeline and the 
goldfields gas pipeline, part 4 pipelines will supply to every other type of producer. I hope that is correct. 

Hon Peter Collier: That is as I understand it. 

Hon KATE DOUST: That is as I understand it, too. It all gets a bit confusing sometimes. 

Part 4 provides for sharing information about the quantity and quality of gas at a specified time—that is, what is 
currently confidential information. This is probably an important point in how contracts are dealt with if they 
need to be amended. Part 4 also provides for a dispute resolution arbitration process. There is also provision in 
the bill for a review after a period of 10 years. 

The minister referred in his second reading speech to a review of the compensation regimes. He implied that, as 
part of that review, industry would pay beyond the 10 years. I thought that was an interesting comment to make 
in a second reading speech well and truly in advance of a review process. I imagine that industry might have a 
few questions about that point. If it is paying $35 million now, why would it want to continue paying after that 
10-year period if, hopefully, all the appliances will have been replaced, as is covered by the rectification 
program? It would be interesting to know why the minister made that particular comment. 

Hon Peter Collier: Are you talking about compensation for the gas or compensation for the rectification 
process? 

Hon KATE DOUST: I would probably need to have another quick look at the minister’s second reading speech. 
That particular comment is not in my copy of the minister’s speech, and I do not have the Hansard with me. I 
think it was a comment he made at the end of the speech. I would not mind if the minister could look at the 
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comment he made about industry paying beyond that 10-year period and clarify exactly what he meant by it, 
given that the review will not take place under after that 10-year period. 

I also understand that the first gas supply with the broader specification will not come online until 2012, which I 
think is an interesting time and probably fits in quite well with the proposals for Macedon in particular. I imagine 
it takes quite some time to get all these things up and moving. That is an interesting point. 

I have a couple of other questions. When I wrote my questions quite some time ago, I had not read the 
EnergySafety report, so I have probably answered a few of my own questions. I have already asked the minister 
who will manage the program. The questions I wrote pretty much focused on the compensation issue—that is, 
how it will be managed, how long it will continue, and why Western Australia is the only state in which 
compensation will be paid to producers. Is there any possibility that this arrangement could be exploited in any 
way by producers or consumers? 

Hon Peter Collier: Exploited?  

Hon KATE DOUST: Yes, exploited.  

The other question I have relates to comments made in the submission by the Australian Pipeline Industry 
Association that if WA benefits generally, should gas producers foot the bill or should funding come from 
consolidated revenue, but I have already canvassed that issue.  

That is a general overview of the bill, and I know that other members want to go through some issues in this bill. 
It is an important bill that has been around for a long time. This bill will determine the direction this state takes 
with access, supply and distribution of gas. It is an important bill that is needed so that we can meet national 
standards and allow other projects to come on stream. It is very positive that the work has been done. I must say 
that the EnergySafety report was finished just as Hon Peter Collier was coming on board as the minister, so I 
would not want him to take the sole credit for that report. The minister has to give members on this side a tick 
occasionally. All parties have worked quite hard to get the legislation to this point.  

I will be very interested in the reasons these amendments were not passed through the other place first, and I 
would also like a very detailed explanation of them. I appreciate the eagerness of industry members to have this 
bill passed so they can make those very important financial decisions about where they will move in exploration 
and construction. I would be interested to hear some of the matters that Hon John Ford might raise, given his 
personal experience in this industry and his far greater knowledge of the chemical composition of gas. I am sure 
that he can ask more articulate questions about those matters.  

The opposition is very happy to support this bill. As I said, we have some questions about it but we are not going 
to do anything to slow the passage of this legislation; it is an important piece of legislation. We look forward to 
the minister’s responses and to the passage of the bill.  

HON ROBIN CHAPPLE (Mining and Pastoral) [8.27 pm]: The Greens (WA) will be supporting this 
legislation. We have a number of questions that will be put in the committee stage and we will go through the 
bill on a clause-by-clause basis. Like the opposition spokesperson on these matters, I am interested in the two 
supplementary notice papers and the rationale for their coming at this late stage. This is the first legislation of 
this type and it will facilitate development of many small gas fields that are suitable for domestic supply only. 
The domestic supply criteria are established in this bill because of the different standards of gas that we are now 
dealing with in this regard. The Gas Supply (Gas Quality Specifications) Bill 2009 has seven parts and is quite a 
significant bill in what it does and what it will achieve and set in train.  

The Macedon gas development is a domestic gas project very much akin to the potential Reindeer gas deposit 
and a number of others that are waiting in the wings. It is in lease WA-12-R and the gas field was discovered in 
or around 1992. BHP Petroleum, through its parent company BHP Billiton, is the operator of retention lease 
WA-12-R and is a 71.43 per cent shareholder, with Apache Northwest holding the remaining 28.57 per cent. The 
proposal is to bring the gas ashore in the vicinity of the Griffin pipeline, although it will actually have nothing to 
do with the Griffin pipeline itself; it will simply come ashore in that vicinity. The development will have up to 
four subsea developments that will feed into the pipeline, which will be about a 100 to 120-millimetre electro-
hydraulic umbilical cord between the various wells. Because it is quite a small field, the company can use that 
sort of structure. The 20-inch, approximately 510-millimetre, gas pipeline will take the material from the subsea 
structures onto the mainland. The plant will be quite small in comparison with the North West Shelf gas project 
and it will have an enclosed flare system, although the flare gas will be limited due to the quality of the gas or 
the reduced amount of impurities and other commodities within the gas. It has a very small carbon dioxide 
release—I think it is about five per cent—and the gas will be purified at the Macedon onshore development.  

In terms of what the Gas Supply (Gas Quality Specifications) Bill 2009 does, gas pipelines are currently 
designed to accept gas of a specific specification and that usually is determined in the nature of the steels, the 
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carbon levels in the steels and the different types of pipelines associated with the impurities in the gas and the 
quality of the gas. Currently, Western Australian gas must be within specification for a particular pipeline if a 
gas producer wants to sell gas to that particular pipeline owner or operator. The bill, if passed, will enable gas 
producers to supply gas to a pipeline that is outside the specification required by that pipeline. Immediately 
alarm bells go off: is it terrible gas? In fact it is not; it is very good gas. This means that the gas fields that 
contain gas that does not fit within the specification stipulated by WA pipelines—for example, the Dampier to 
Bunbury gas pipeline—can now be brought on stream. As I said, a number of other gas developments are 
waiting in the wings, which are inherently relatively small fields with a specific type of gas that is mainly suited 
for the domestic market. I will talk later about the domestic market and where we are going with some of this. 

The bill provides for a reference specification to be set out for each pipeline in WA, which will be the same 
specification set for the pipeline in January 2009. Gas supplied to a pipeline either below or above this 
specification is out-of-specification gas. The bill also establishes a standard specification that is the broadest 
specification for which gas may be supplied to consumers and users. This means entities that may now purchase 
out-of-specification gas from producers must still ensure that when the gas comes out of the pipeline at the 
consumer end, it is within a certain specification so that all our ovens do not blow up. These two specifications 
will be set in the regulations when they are written. To a degree, I am concerned that we do not have any idea 
what the regulations may be and in what way they may be altered from time to time in the future. As gas fields 
decline—which we know they are in the process of doing—will gases of various qualities be allowed to be used? 
Those qualities might be substandard to the gas we are talking about here. Regulations give me some concern 
given that we are not seeing very clearly what may eventuate from those regulations.  

Hon Peter Collier: Essentially, the bill overrides the contractual rights of a particular contract and they are 
confidential, so it will be quite difficult.  

Hon ROBIN CHAPPLE: I appreciate that. Again, putting too much in regulations does tend to concern us, but I 
am not saying it is a deal breaker.  

For the supply of out-of-specification gas from a pipeline, the bill gives gas producers a choice of either 
modifying their out-of-specification gas to bring it within specification of a certain pipeline or to compensate the 
pipeline owners for the loss the pipeline may suffer as a result of being given out-of-specification gas. In that 
regard, I hope all the potentialities of out-of-specification gas have been dealt with in the legislation, given that 
this legislation sets in place a train of events in operations that may be dealing with other gas fields in the future 
which might have more sulfur, nitrogen oxide, carbon dioxide or whatever in them, and which may have the 
impacts on the pipeline.  

Loss that a pipeline may suffer must have relevant effects on the pipeline for compensation to be awarded. These 
can include greater operating costs for the pipeline because the pipeline will have to work harder to cope with the 
out-of-specification gas, greater maintenance costs for the pipeline and reduced capacity of the pipeline because 
a different specification gas may be just as voluminous but less calorific—the pipeline is full but there is less 
energy in it. The reference specification provides the trigger for determination of whether compensation is 
payable to a pipeline operator. Details of the extent of the nature of compensation, including when the payment 
must be made, will be set out in the regulations when they are written. Again, we are awaiting the regulations, 
and I will refer to them a number of times.  

A pipeline that is used at full capacity—at this stage that is the Dampier to Bunbury natural gas pipeline and 
maybe the goldfields gas pipeline—is a pipeline impact agreement pipeline under the bill. Before a producer can 
supply gas to a PIA pipeline that is out of the pipeline’s reference specification, the producer and pipeline 
operator must enter into a PIA. The PIA will set out the relevant effects on the operator of the pipeline for being 
supplied with out-of-specification gas. The terms of the PIA are negotiated between the parties. Pro forma PIAs 
and dispute resolution mechanisms will be set out in the regulations once they are written—again, we await the 
regulations. Pipelines that are not used at full capacity are part 4 pipelines. These pipelines are entitled to 
compensation for being supplied with out-of-specification gas only after the gas is supplied to them. That way 
these pipelines can claim compensation only for losses they have actually suffered rather than being entitled to 
speculate a loss, as PIA pipelines are entitled to do. Part 3 of the bill relates to modifying gas contracts. There are 
a lot of types of gas contracts, including between a producer and a transporter; a producer and a pipeline 
operator; a transporter and an operator; an operator and a transporter; and, at the other end, between an operator 
and a supplier; and a supplier and a consumer et cetera. There are a number of permutations. They are predicated 
on gas being supplied at a particular pipeline’s reference specification. If gas is supplied out of that specification, 
this may constitute a force majeure event in the event of a default, giving rise to the right to award damages or to 
terminate a contract. Now that the legislation will allow specification gas to be supplied, these contracts need to 
be amended so that the outer specification gas does not trigger default clauses. The regulations, once written, 
will set out how this will work. Again, we are dealing with, I would hope, a process that will be very thorough in 
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regulation. However, it is rather difficult to deal with all the aspects of what this bill will do when we do not 
know some of the potential outcomes. 

Part 5 deals with the gas appliance rectification program. My honourable colleague who spoke before me 
mentioned the types of gas appliances that will potentially have to be replaced. These range from small gas 
appliances in the household to large gas appliances for major thermal heating units in power stations and the like. 
The bill allows broader specification gas to be supplied to consumers. This would cause some pre-1980 gas 
appliances to become dangerous. The bill is quite clear about the compensation packages and the rectification 
that will occur and BHP Billiton is sponsoring a replacement service program for these appliances. This is no 
mean feat because a significant amount of dollars could be associated with this. Advertising will make people 
aware of the coming changes. The program will offer to either service or replace dangerous appliances. 

As I have said, the Greens (WA) support the bill in principle. The fact that the bill will allow a greater number of 
gas fields to become viable has the potential to significantly enhance security of supply. I note that in the debate 
on this bill we have not heard mention in any way, shape or form that this gas is just another CO2 producer. It is 
marginally less harmful than coal but is just another major CO2 producer. I point out that because of the nature of 
the gas, the CO2 point source at the plant that produces the gas will be far less harmful than the gas that is 
exported. The Greens support the bill for this reason. The Greens support extraction only if it occurs in an 
environmentally responsible manner. We do not wish to stand in the way of industry development and we 
recognise the benefits that the security of supply of this important natural resource offers Western Australia. 

The Gorgon development is having an impact on some turtle nesting areas. We are cognisant that Macedon, 
under the referral of the Environmental Protection and Biodiversity Conservation Act, has identified that its 
operation also has the potential to impact on turtle breeding areas. One wonders if we will ever look at the 
holistic impact that these gas developments will have on turtles, whether it be Scarborough, Macedon, Griffin 
Energy or Gorgon. They are all being developed on beachfront areas. Macedon is making a reasonable attempt to 
minimise the impact that light has on turtles, which is the biggest problem that the turtles face. Rather than a 
physical impact, the biggest impact on turtles is always related to light. Macedon is attempting to undertake 
significant measures to mitigate the impact it will have on the turtles, but we will need to continue to monitor 
that aspect.  

We note that the first paragraph of the bill’s second reading speech mentions security of supply for the WA 
domestic gas market. This is not the case. The bill does not guarantee any greater security of supply to the people 
of WA. Security of supply is, indeed, a benefit of this bill but there is no guarantee in this legislation or in any 
other legislation that any percentage of WA gas currently being extracted or that will be extracted will, under the 
bill, be reserved for the use of the people of WA. For a true security of supply, the policy of 15 per cent of 
extracted gas being reserved for domestic gas should be enshrined in legislation to ensure that security of supply 
offered by this bill is security of supply for the people of WA and not just for the gas producers who extract the 
gas. What was stated was about security of supply. The Greens are supporting this bill on the basis that it will 
allow some gas fields that contain gas that is only used by our domestic market, such as the Macedon gas field, 
to come on stream. Those gas fields could not viably come on stream before. 

The Greens would support this bill much more wholeheartedly if it came with a separate bill that guaranteed 
supply of gas to the WA domestic market. The Greens put this Parliament on notice that if we continue to sell 
our gas to other countries, even for good profit, and keep none of it for ourselves, the day will come where we 
will run out of our own gas. Some 10 months ago Jeroen van der Veer, the head of Shell, wrote an email to the 
holdings corporation—the email was made public—warning of the decline of oil and gas and the need for it as a 
corporation to husband gas reserves so that it remains competitive into the future. I see nothing that this 
government, or indeed this country, is doing to husband or manage or reserve its supplies for the future. Given 
that this state is a resource-rich state, we need to be making sure that reserves are retained for WA. A lot of detail 
remains to be seen.  

Finally, we caveat our support on this bill on the basis that a lot of the important details in the bill seem to be left 
to the regulations, which we have not seen. For example, we have not seen the details regarding how gas 
contracts will be amended, what the pipeline impact agreements will look like and how compensation will be 
dealt with. While the Greens understand that many details do not properly belong in the text of the act itself, we 
are wary of what these regulations might end up saying. We ask the government to ensure that this broader 
ability to extract gas has the potential to confer great benefit if exercised in an environmentally responsible way 
and it confers benefit to the people of WA through enhanced security of supply for WA.  

It also needs to be noted that we have had very good briefings from departmental officers. We had an 
exceptionally good briefing from BHP Billiton on this project. We really want to talk a little bit more about gas 
security. I refer to a fact file by the Australian Petroleum Production and Exploration Association Ltd on the 
Western Australian gas market. It states — 
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Will the State Government gas reservation policy guarantee gas supplies? 

Since Western Australia has plenty of gas the real issue is not a shortage of gas but the need for more 
gas production infrastructure. The Western Australian gas market is too small to support the 
development of many large, high cost and remote offshore gas fields. But once the infrastructure is in 
place for LNG production and the price for domestic gas is sufficient to attract investment in 
exploration and production for domestic purposes, the supply of more gas for the Western Australian 
market will follow.  

That statement in many ways is true, but it is also misleading. It is misleading in the context that it says that 
Western Australia has plenty of gas. Whether it is the North West Shelf, Browse Basin, Ichthys or Bass Strait 
fields, the whole of Australia’s gas reserves amount to 1.74 per cent of the world’s reserves, so it is a very small 
proportion of the world’s gas. With gas reserves declining, and oil reserves declining at an even faster rate, we 
see gas becoming a very valuable commodity, not for sale but for retention. We are now seeing production rates 
going up and gas fields coming on stream. The Pluto gas field has come on stream literally within three to four 
years, which is exceptionally fast in comparison with the normal production times for a gas field. This is a long-
term warning: we need to be mindful of the notion of how we retain gas for our state for future benefit, for 
transport and to resolve the issues of declining oil reserves, so rightly identified by Jeroen van der Veer, the head 
of Shell.  

I go back to 2002 in this chamber when we debated the Chinese liquefied natural gas contracts when Woodside, 
through the North West Shelf joint venture, came up with a three million tonne a year for the next 25 years 
contract. It was noted at that time that although China does not record its gas reserves on the open market, 
assessments made by the gas industry indicated that China had total gas reserves of about 29 964 billion cubic 
metres. The total Western Australian remaining reserves add up to 8.29 per cent of what China is predicted to 
hold in its own right. At the time many commentators said that here we were going again selling off the family 
silver for five minutes of warm fuzziness with no thought for tomorrow or the fate of our children. 

At virtually the same time as we sold that gas, China started a $17 billion project, which is still being finalised, 
to get its national gas transmission in its own country to the coast, ready to sell its own gas at the same time as 
we were selling our gas to China. China has a significant potential resource of natural gas. Some 54 large and 
medium-sized gas fields have been identified in China, mainly in the Ordos, Sichuan, Tarim, Junggar and 
Qaidam areas, as well as the South China Sea. Exploration and production activities in China in 1988 to 1991 
resulted in newly added proven reserves totalling 835 billion cubic metres. While China is developing its gas, it 
is using ours. I therefore come back to the whole notion of securing domestic supply in a competitive market for 
Western Australia. In the past few years world leaders have acknowledged energy security as pivotal to national 
security and economic sustainability for every nation in the world. We do not do that in Western Australia. In 
Western Australia we have a notional 15 per cent retention of gas. 

I was talking to an engineer employed by a major corporation that is developing gas fields in WA and is 
committed to saving 15 per cent. I asked him which 15 per cent the corporation was committed to saving. He 
replied that it was, obviously, the last 15 per cent because the corporation did not need its current 15 per cent 
because our market was full. I said that he and I knew the industry fairly well and that by the time he got to the 
last 15 per cent the company would not actually make any money on it; and that it would have to be extracted 
using the profit from previous years because it would require a huge re-injection of CO2 or formation water to 
get that last 15 per cent out. I then asked when he talked with the government about this 15 per cent whether 
anybody had asked about that. He said no, and he had not proffered the information either. The notion, therefore, 
that we are retaining 15 per cent of our reserves to ourselves might be anathema; it might cost us more to get it 
out than it would cost to put it on the market. 

Energy security, therefore, is now recognised as a key factor in geopolitics and the major driver of long-term 
national security strategies. This was stated by our own Prime Minister. Here in Western Australia we are the 
most energy and gas-dependent economy in Australia. Natural gas supplies more than half of WA’s primary 
energy requirements. Natural gas also fuels at least 60 per cent of the state’s electricity generation, and WA’s gas 
use continues to grow rapidly. We know that Western Australian households and industries currently use 
0.3 trillion cubic feet of natural gas per annum. At a modest growth projection of three per cent per annum the 
state will require 30-plus trillion cubic feet of gas—a continuing amount of TCF of gas—through to 2055. On 
current predictions that will not be available. We therefore really do need to get our act together in terms of 
securing domestic gas. 

The demand in the future is equivalent to the existing market for gas. If we have an immediate need to ensure 
security of supply in a competitive domestic market, how do we achieve that? By the way, this is not about 
compromising the liquefied natural gas industry; these two can and must co-exist. It is about ensuring our 
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domestic gas supply. In this case we are dealing with Macedon, which is a very small and very clean gas field; 
we have Little Knox; and, as I say, limited CO2. It does not require a big plant to improve the gas or to do many 
of the things that we require in the North West Shelf, or indeed if we were to bring the Browse or Gorgon 
developments on stream. 

As I have indicated, the Greens will be supporting the legislation, but we are urging the government to seriously 
look at the future energy securities of this state. I do not say that from some environmental perspective; I say it 
from the terms of the security of our industries, the security of our children and the security indeed of the 
geopolitical nature of Western Australia. 

I think I get the intent of the amendments that we will be dealing with at the committee stage of the bill, but I 
will be seeking more clarification at the committee stage. Again, as I indicated, we will be requiring more detail 
on many of the clauses within the bill. One thing I would be interested to know from the minister when he 
responds to the second reading debate is that while there is a limited CO2 emission from the single enclosed flare 
and as this is an energy supply, will Macedon, or any other subsequent gas supplier, have to buy in renewable 
energy certificates to offset that CO2 emission? 

Debate adjourned, pursuant to standing orders. 
 


