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GAS SUPPLY (GAS QUALITY SPECIFICATIONS) BILL 2009 

Second Reading 

Resumed from 14 October. 

HON ROBIN CHAPPLE (Mining and Pastoral) [2.14 pm]: One of the issues I touched on in the debate 
yesterday was a quizzical question to the minister about whether renewable energy certificates would be 
purchased by BHP Billiton Ltd for its Macedon development. To that extent, I was interested in the level of CO2 
emissions associated with that development. After doing a bit of research overnight, I found it quite amazing that 
we do not have an approved project, yet we are debating in this chamber the Gas Supply (Gas Quality 
Specifications) Bill 2009 for a project that has not been approved. I am not sure whether the minister is aware 
that the project has not been approved and has not received any Environmental Protection Authority approval, or 
any other approval, yet we are dealing with legislation that ascribes a set of outcomes and conditions to a project 
that, in essence, from a legislative perspective does not exist. I hope that the minister will respond to my 
questions when he replies to the second reading debate. 

Another matter I raised yesterday was resource security. Yesterday I made a brief comment about Jeroen van der 
Veer, the chief executive of Royal Dutch Shell. I was referring to resource security and the retention of domestic 
gas for the use for domestic services and for industry. I will go back to the email sent by the chief executive. I 
will quote some of the issues that Jeroen van der Veer raised in an email to the company’s staff on 22 January 
2008. He said — 

… soaring population growth and rapid economic development meant that, “easily accessible supplies 
of oil and gas probably will no longer keep up with demand.” 

With conventional supplies inadequate, there would be no choice but to add other sources of energy, … 

… 

Van der Veer outlined two scenarios for the world’s energy future. 

The first scenario is called “Scramble”. 

That is what I think we are doing in Western Australia at this time — 

“Nations rush to secure energy resources for themselves, fearing that energy security is a zero-sum 
game, with clear winners and losers,” van der Veer wrote. 

“The use of local coal and homegrown biofuels increases fast. Policymakers pay little attention to 
curbing energy consumption—until supplies run short. 

“Likewise, despite much rhetoric, greenhouse gas emissions are not seriously addressed until major 
shocks trigger political reactions. Since these responses are overdue, they are severe and lead to energy 
price spikes and volatility.” 

The second scenario he talked about was “Blueprints”, under which he sees international policy cooperation 
leading to harmonisation of efficiency standards and taxes, a convergence of policies on emissions trading and 
local initiatives to improve environmental performance on buildings. Van der Veer continued — 

“Cap-and-trade mechanisms that put a price on industrial CO2 emissions gain international 
acceptance,” Van der Veer said. 

“Rising CO2 prices in turn accelerate innovation, spawning breakthroughs. A growing number of cars 
are powered by electricity and hydrogen, while industrial facilities are fitted with technology to capture 
CO2 and store it underground.” 

That email he sent to his corporation outlined the problem that faces us almost immediately.  

I now refer to a recent paper by Brian Fleay entitled “Natural Gas: ‘Magic Pudding’ or Depleting Resource: 
Lessons in Western Australia from 2008”. I think it is important to give the chamber some idea of what our 
reserves are and of the viability of retaining our gas for domestic purposes. The paper states — 

The North West Shelf Joint Venture gas fields begin gas production decline about 2020. However, 
mandated supply of domestic gas under the NWSJV State Agreement Act 1979 will be used up by 2015 
at current consumption rates. This hub supplies 70 percent of the states domestic gas. 

Therefore, by 2015 that gas will no longer be available for domestic use. The paper continues — 

At the Varanus Island hub only one gas field (John Brookes) will be left supplying domestic gas in 
2011, and it will begin decline about 2015. Few people are aware of this. The operator, Apache, does 
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have three nearby gas fields for development to partly offset this decline, but they should also begin 
decline about 2025. 

Woodside Energy’s Pluto LNG project due for completion in 2010 has 15 percent of reserves 
allocated for domestic consumption … 

That is not a statutory requirement; it is simply an agreement. The paper also states — 

Woodside hopes to find another gas field big enough to construct a second LNG train, but has not yet 
succeeded. 

The Gorgon Joint Venture, with Chevron as operator proposes completing the Gorgon field 
project … in late 2014 with three LNG trains and 12 percent of reserves committed to domestic 
consumption at a total cost of $43 billion. This includes removing the 12-14 percent CO2 from the gas 
and storing it in a deep geological formation. 

The Greater Gorgon Jansz field will follow under terms yet to be decided, development assumed in 
2020 … Jansz and remaining Greater Gorgon fields are in deep water offshore. Remaining fields after 
Jansz have reserves below 100 Bcm and will require high-risk floating platforms anchored to the seabed 
by cables at high-risk from cyclones and tsunamis. 

The future for domestic gas in Western Australia is not looking good. It does not look good for both our 
domestic use and our commercial use. I encourage the minister, as over the next three years he develops his 
plans for the retention of domestic gas within the state, to look not only at the sorts of agreements we are 
establishing with companies under this legislation, but also well beyond his political term and into the future of 
this state. If we are not careful, given the decline of the geopolitical reserves in the international arena, we could 
find ourselves being forced, nay, almost blackmailed in the future to sell our reserves overseas to fix up a 
declining international market for the very sake of the benefits for Western Australia. 

HON MAX TRENORDEN (Agricultural) [2.25 pm]: I will start my contribution to this debate on an unusual 
point and put on the record my appreciation of Hon Alan Carpenter, who was Premier of this state for a period of 
time. I think we are always a little too harsh on people who hold that position. I raise this matter because Hon 
Alan Carpenter was the person who significantly raised the idea of reserving gas in our gas fields for Western 
Australians. I also take the view that whoever is Premier is my Premier; I am a Western Australian and therefore 
whoever takes the role of Premier is my Premier, and I have respect for anyone who fills that position. I put on 
record my respect for Hon Alan Carpenter and I hope that things go well for him into the future. 

To come to the 15 per cent reserves outlined in the Gas Supply (Gas Quality Specifications) Bill 2009, I tell the 
minister that I really appreciated the briefing that I received from his people. I really enjoyed it and I found it 
interesting. I would have liked to spend more time with them in fact, but it was more about chewing the fat over 
the industry issues than the specifics of this bill.  

I have a strong interest in this gas supply bill and I say now that the National Party supports the bill. It is all very 
well to reserve 15 per cent of a particular gas stock for the state, but that does not get that gas to the people of 
Western Australia—pipelines do. This bill is all about pipelines. Even though this bill is not about preserving a 
proportion of the pipeline, it deals with issues for Western Australians that I have an interest in and it allows for 
that to occur for some time into the future. That is why I am an enthusiastic supporter of the gas supply bill.  

A new gas field will come into production, feed into a pipeline and drop the grade of the gas specification over a 
number of years. It is very simple. Even though there is an argument that a reduction in the gas specification to 
meet a lower specification lowers the quality of the gas, on the other hand that gas will supply a range of 
competitors and increase the range of people participating in the gas industry and in the two specified pipelines, 
which, in my and the National Party’s view, is very significant and very much appreciated.  

This bill will change the gas specifications. In some ways one could argue that it is a fairly draconian bill 
because it overrides contracts and a whole raft of previous practices to put a new regime in place. But as I say, 
minister, we support that regime and the intention of that regime and we look forward to it developing and 
maturing over time. This bill will allow people to interface and work out what that drop in the gas specification 
over time will mean for their operations and to determine the imposition that it will put on industry and on 
residents—that is, Mr and Mrs Smith down the road. Therefore, the gas supply bill allows for the replacement of 
domestic equipment and for industry to negotiate a position to ensure its operations will continue, given the 
slowly deteriorating energy value in the gas coming down the line. Even though that deterioration will be small, 
there is obviously very sensitive technology that will be affected by even small changes in the quality of that gas.  

I am afraid I was out of the chamber doing other things yesterday, but I am sure that we have heard about the 37, 
39, and 35.1 processes, so I will not go through all of that. I am sure that some other member of the house has 
spoken about it. My interest is that this bill will increase the capacity of the pipelines; there will be more looping 
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and more activity on the pipelines to make sure that more gas comes through. This is one of my passions. I am 
very concerned about security, not just for energy, because we really are talking about baseline security for 
Western Australia. As we saw with the Varanus Island incident, if energy does not arrive, there are significant 
problems. I read with interest the minister’s press release of a few days ago on that issue. I congratulate him for 
the effort. I do not totally comprehend it, but over a little period of time I will. The question of security is 
important, because it is not just about industry getting gas so that it can produce or about Mrs Jones getting gas 
so that she can cook tea; it is about life itself. If modern society does not have energy, and security of that 
energy, it is in trouble. Part of the security of that energy involves price, not merely supply, and it is also a 
question of consistency with both those factors. Over the years I have had a great interest in this area, and will 
continue to do so. I thank the previous minister for giving me the opportunity, along with Mick Murray, the 
member for Collie-Preston, to travel the length and breadth of Western Australia looking at access to bottled gas 
and other related issues. Many Western Australians feel cheated, because they read about Japan, America, China, 
Korea and Taiwan getting our gas, but they cannot get it. It is significant to them that they cannot get access to 
their own gas from Western Australia.  

It is important that we think this process through. If we go back a few years, Shell was having a shot at taking 
over Woodside. Many members of Parliament and many Australians fought that takeover, and the federal 
government eventually held it off. I would argue that this is not just about the sovereignty of Australia and its 
assets, but also about access to that energy that is abundant in the north west and other places. There is 
significant gas in the south west, for example, but technology cannot release it at the moment. In some places we 
still pay $400 for a 25-litre cylinder of gas. In my electorate, for example, people still pay more than $200 for 
that gas. Somebody else is paying significantly less for such gas. The public view is that the people of China, 
Japan and the other countries I mentioned are getting our gas cheaper than Western Australians are. For political 
reasons and security reasons—not just national security, but in the whole context of security—we really need to 
be thinking about making sure that the people of Western Australia have access to that gas. This legislation helps 
that.  

A few days ago at the Toodyay show I was speaking to the owner of a significant trucking company in Western 
Australia, who for five years has been using natural gas to move his vehicles. If I told you what he told me, Mr 
Deputy President (Hon Jon Ford), he would come in here and shoot me, so I will not do that. He does not want 
me to give away his commercial advantages. The efficient fuel for the transport industry, the fishing industry, the 
mining industry and the agricultural industry is diesel. When we start applying the liabilities of diesel to our 
industries, it becomes significant. There are variations in price and in the availability of product. There is also a 
question of where that will go. That is set against the question of those industries using natural gas. If they could 
have a long-term stable contract for energy, the consumers, the state, the environment and all those other people 
would gain. There is capacity in this bill, even though it is on the margin, for the state to think further ahead 
about how we secure the advantage for Western Australians and for Western Australian assets. I cannot stress 
enough the importance of the argument for having that. Western Australians feel that they do not have access to 
their own asset. They feel that they are at a disadvantage compared with other people who are using their assets 
to their advantage. I am not saying that is factual; I am just saying that that is the perception of many Western 
Australians. The minister and I have talked about this regularly. I hope that somewhere along the line we can 
think through how we can make sure that our industries are more efficient and that people can get constant and 
efficient access to a fuel that will give them security in all those areas of finance, lifestyle and so on.  

I do not ever claim to be an expert in these matters, but one of the arguments is that when we turn to hydrogen, 
gas will be used during an interim stage. If we have a state with useful infrastructure that allows access to gas, it 
could be a very substantial step into the future when hydrogen becomes a more useable fuel than it currently is. 
Numerous Western Australian transport companies are using natural gas to move their trucks, but they have a 
difficulty with our legislation because it does not allow enough cab length for a gas tank. They need another 
metre on the length of a truck to make sure it can carry enough gas, because natural gas has a lower octane value 
than diesel, so more is needed to go the same distance.  

There are questions about the balance of trade and a whole raft of issues, and it would be argued that we should 
be heavily encouraging people to move to a Western Australian native energy source. I could raise any number 
of those areas here, but I do not intend to do so, because the last time I deliberately wandered off course, Mr 
Deputy President, you were in the chair, so I will not do it to you today. I will keep more directly to the bill, but I 
will emphasise the fact that this bill does move the state forward. It gives emerging gas fields access to the 
pipeline, which is useful for our state. Some time in the future we need to take the step and bring Western 
Australians closer to that gas, to those fields and to those companies.  

Members may recall that Woodside was very appreciative at the time of the effort that many Australians put in to 
save its bacon as a company. In my view, it should be quid pro quo. If we spoke to Woodside and other 
companies, they would understand the political reason for keeping the local population happy. I read a press 
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release from Shell that perturbed me. Shell announced that it would set up a floating platform on which it would 
process gas from one of its operations and that it would not have to pay any taxes to the state. That means 
Western Australia will not get any money from that operation. I was hardly delighted to read that press release. It 
is our asset. The floating platform will process gas in international waters and therefore taxes will be paid only to 
the federal government. We do not need Shell or any other company to tell us it is good that they are not paying 
taxes. We want them to pay taxes and to pay their fair share of royalties. More than that, we want Western 
Australians to have reasonable access to their own asset. I will not say any more about that. 

I could talk about some of the provisions that are listed in the bill. However, as a tail-end speaker in this debate, 
and not having heard the debate yesterday, I assume that other members have already done that. Members can 
read the explanatory memorandum. When I was a new member of Parliament, Hon Hendy Cowan said in the 
other place that it took the Legislative Assembly two weeks to pass a bill that allowed people to buy more than 
two bottles of beer from a liquor store on a Sunday but it took just three hours to pass Sir Charles Court’s gas 
proposals. This bill will be a bit like that; I do not anticipate that there will be a lot of debate on it. This is a very 
important and significant bill for the state, and the National Party will support it. 

HON ED DERMER (North Metropolitan) [2.42 pm]: I am very pleased to rise in support of the Gas Supply 
(Gas Quality Specifications) Bill 2009. I was interested to note the comments of Hon Max Trenorden. I join the 
member in acknowledging the quality of the work performed by Hon Alan Carpenter when he served as the 
Minister for State Development, which has direct relevance to the bill that we are considering today. I do not 
claim to have any particular expertise in the contractual or technical complexity of the gas supply. However, I 
was very interested to listen to the contributions of members on the bill. They have certainly enhanced my 
knowledge of the matter. Many years ago I studied organic chemistry. It is very clear that there is great variety in 
the chemical composition of different gas molecules that have a utility in providing energy resources. I have 
every confidence in the Minister for Energy’s reassurances in his second reading speech that the purpose of this 
bill, which is to extend the range of specifications for acceptable gas to go into the pipelines, will enhance the 
supply of gas. I have absolute confidence also in the judgement of my colleague Hon Kate Doust. She has 
applied herself with enormous energy and diligence to her responsibility as the opposition’s lead speaker on this 
bill. Based on her judgement, and that of other members in the chamber, I am very pleased to support this bill. 

I note in the minister’s second reading speech that the purpose of the bill is to enable gas producers to supply gas 
into gas transmission pipelines at a broader specification than is currently permitted. This will facilitate the 
development of a greater range of gas fields to supply the domestic market, leading to increased competition and 
enhanced security of supply through a greater diversity of gas resources. That sounds like eminent good sense. 
Obviously contractual adjustments need to be made and adjustments need to be made to the appliances used by 
Western Australians. It appears from the bill, the explanatory memorandum and the minister’s second reading 
speech that the appropriate amount of forethought has been given to what is required to make those adjustments. 

Further in the minister’s second reading speech it states — 

Part 3—Modifying gas contracts: Regulations under part 3 of the bill will modify gas contracts. For the 
scheme to work, almost every gas contract must be modified to override provisions that might 
otherwise restrict the flow of broader specification gas … 

The minister goes on to given an example. A lot of work is involved in achieving this enhancement of our energy 
security by enhancing our gas supply. The minister, in concluding his second reading speech, stated — 

To conclude, this bill will introduce a new scheme for the gas industry. It will facilitate the development 
of new gas fields, providing greater security of supply and increased competition in the supply of gas. I 
refer members to the explanatory memorandum for greater detail … 

The explanatory memorandum is a worthy document and I recommend that members read it. As the minister 
says, the explanatory memorandum explains in greater detail how the scheme will operate. Once again, I 
recommend that document to members. 

When we consider the need to enhance resource security, it is important to understand that gas is one component 
in the overall set of resources that provide us with the energy we need. Gas is intimately linked with the 
electricity supply that we use on a daily basis. Obviously, gas is the ultimate source from which we derive a 
large proportion of the energy that we convert to electricity. It is very important to not only ensure a secure 
supply of energy resources, but also understand that gas is a finite resource. Notwithstanding the great generosity 
with which Western Australia has been blessed with this resource compared with the case in other parts of the 
world, it remains a finite resource. We need to consider all energy resources as finite and precious commodities 
that must be used with care, no matter what their volume may be. We must look to the future and ensure that we 
use our resources with care. We need to turn our mind to the other side of the energy equation and make sure that 
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we use energy efficiently. We must make decisions today that will ensure that energy will not be wasted and that 
is used with care in the future. I would like members to think about their daily lives and the households in which 
they live, and particularly about how their homes are designed and how they could be designed much more 
effectively to achieve a greater efficiency in the use of energy. That is an opportunity for us to further conserve 
the important and limited resources that we have for our energy supply. I would like to recommend to the 
Western Australian government that we start at the very beginning when we are planning for the homes of 
Western Australians. This will, of course, become an even more important consideration in the future as the 
population of our state increases. 

I have had the good fortune of meeting on a number of occasions Professor Garry Baverstock. Garry Baverstock 
is the Adjunct Associate Professor of Energy Studies at Murdoch University. He is a very clear-sighted and 
intelligent man. He has applied a great deal of his professional life to the challenge of designing homes to 
achieve the very best energy efficiency. He has shown how it is possible to use a minimal amount of energy in 
homes without compromising the quality of life of the people who live in those homes. It is very appropriate that 
we consider both sides of the equation this afternoon—that is, the need to enhance our supply of energy, and the 
need to ensure that that energy is used efficiently and not wasted. 

I would also like to recommend to the government the platform of the Western Australian branch of the 
Australian Labor Party. The Labor Party is very generous at heart. We always have at our heart the welfare of 
the people of Western Australia. I am very pleased to recommend this platform to the government, and to 
suggest to the government that it may wish to attend to the suggestions contained in that platform, with a view to 
improving the lives of Western Australians. I am sure that the lives of Western Australians would be best 
improved by a change of government at the next election, but we probably have a number of years to wait until 
that occasion arises. Therefore, I would be very pleased if the government would seize the initiative that I am 
suggesting to it today and adopt a number of items in our platform to ensure that our plentiful, although limited, 
and in that sense scarce, energy resources are used to best effect. 

There are two parts to what I am recommending to the government today. The design of the house—the 
architecture—provides many opportunities to achieve maximum energy efficiency without compromising the 
level of comfort. However, the architect who is designing a home is confined from the very beginning of the 
design and building process by the orientation of the block of land on which that home is to be built. The Labor 
Party policy that I have recommended to the government is very thorough. It points to the need to consider both 
the layout of the blocks on which the homes are to be built, and the design of those homes. It states, in part — 

Labor is committed to ensuring that new buildings meet minimum standards regarding insulation and 
thermal efficiency, appropriate solar orientation and other energy efficient measures designed to reduce 
wasteful and unproductive energy use. 

That deals with the design of buildings. It goes on to state — 

Labor will require energy efficient design principles and building practices in the construction of all 
Government building works, including schools and public housing. Labor will also adopt mandated 
energy efficiency standards for government owned or leased offices.  

That deals with the need to ensure that not only in our homes, but also in other buildings—in all aspects of our 
lives—energy is not wasted but is used with maximum efficiency. 

Of course, before we get to the building stage, we need to deal with the issue of planning. The platform goes on 
to state — 

Labor recognises the paramount importance of planning in partnership with the Commonwealth and 
Local Government. Labor understands the importance of ensuring that all planning processes are fully 
sustainable and conducted transparently, through step by step, meaningful engagement with the 
community.  

Obviously it is important that planning achieves the maximum energy efficiency possible. However, it is also 
important to ensure that planning meets the needs of the community for which it has been designed. It is 
important that there is consultation throughout the community, and also with the other tiers of government in our 
system—the commonwealth government, and local government. 

Reading further from the platform — 

Labor is committed to the reduction of the environmental impact of urban areas by encouraging change 
in energy consumption and water use, at both individual and community levels, through mechanisms 
such as solar-orientated suburban layout and house placement, water capture and recycling and energy 
efficient building measures. 
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I will repeat that — 

…through mechanisms such as solar-orientated suburban layout and house placement, water capture 
and recycling and energy efficient building measures. 

Obviously, the selection of the materials with which the building is to be constructed is also an important 
consideration to make sure that we make the very best use of our available energy and there is no waste. 

As I understand the science of solar orientation, it is about aligning the house on the block in such a way as to 
take full advantage of the natural energy from the sun as it traverses across the sky. Of course, the sun does not 
actually traverse across the sky, but that is the perception that we have. It is about ensuring that the house is 
oriented on the block in such a way as to achieve the maximum level of comfort with the least expenditure of 
energy. This planning and foresight is very important, and this planning and foresight is what I hope the Barnett 
government and its appropriate ministers and administrators will take up so that Western Australians will not 
need to wait until they gain the benefit of the election of a Labor government approximately three years hence. If 
homes were situated in such a way that all the living areas were oriented to the north, this would ensure that not 
only the energy efficiency of those homes, but also the level of comfort, was maximised to the greatest extent 
possible.  

When we look at the issue of energy from an overall state point of view, we need to look at both sides of the 
equation—supply, which is the main focus of the bill before us, and consumption—to ensure that the maximum 
benefit is achieved with the minimum expenditure of energy. Energy efficiency is particularly important when 
we consider the personal budgets of individual Western Australians and their families. In my view, the Labor 
Party’s reason for being is to ensure that people in Western Australia, and in other parts of the country, who have 
not been blessed with high incomes are given the opportunity to improve their lives and to enjoy the level of 
comfort that we all aspire to. It is an important part of any household budget to ensure that those appliances that 
provide comfort and entertainment richness to people’s lives are used in a sustainable way. I am very concerned 
about the high cost of electricity energy for the people of Western Australia. This further highlights the need to 
ensure that homes and other buildings are designed in such a way that they minimise energy use without 
compromising the level of comfort. That gets back to the great debt that we owe to people like Professor Garry 
Baverstock who have applied so much of their intellectual capacity to ensuring that homes are designed and built 
to achieve maximum energy efficiency. I include in that, of course, the people who have worked so hard in the 
Western Australian Labor Party’s policy committees to achieve the sensible policy to which I have just referred. 
I stand in earnest hope that ministers opposite will take advantage of the wisdom generated in the Labor Party 
policy development process and ensure that that policy is implemented without delay so that future planning for 
homes and other buildings can be conducted with a clear eye to achieving the most efficient use of our energy 
resource.  

Interestingly, it is both plentiful and scarce. At face value it might sound like a curious sentence when I say that 
our energy resource is both plentiful and scarce, but it is. Although our energy resource is plentiful, it is very 
important that we make sure that it is not wasted, and that energy efficiency is always seen as an important goal. 
Our gas supply is an important part of our repertoire of energy resources. The reason it is scarce although 
plentiful is, of course, because it is finite. We should be planning buildings and planning the allocation of land 
for buildings with an eye to the future, because, of course, once a building is built it is very difficult to realign its 
solar orientation. We need to have the foresight to plan for future needs both in terms of the energy supply and 
also the other important side of the equation—that is, ensuring that energy, once supplied, is used with the 
utmost efficiency. I hope that we will see enhanced diligence by ministers opposite, because they are here until 
the next election. I am absolutely confident that once the — 

Hon Simon O’Brien: I am hopeful it will only be the deposit; we hope to be here a good deal longer than that. 

Hon ED DERMER: We are doing our best to ensure that Western Australians come to understand that we can 
do the job much better. 

Hon Simon O’Brien: Does the member think they got it wrong at the last election?  

Hon ED DERMER: I of course respect their judgement. Hon Simon O’Brien, my focus is on the next election 
rather than the last one.  

Hon Simon O’Brien: You’d better have a word with Sally there!  

Hon ED DERMER: It gives me enormous confidence when I look at a person of the diligence, capacity and 
clear-sighted understanding of Hon Kate Doust, because I know that she will proceed as a minister after the next 
election — 

Hon Simon O’Brien: Is she joining the clergy or a convent or something? 
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Hon ED DERMER: — to ensure that the sensible policies about energy supply that I am referring to today are 
pursued to ensure that Western Australia has not only the best possible energy supply, but also the most efficient 
energy use. Hon Kate Doust, Hon Sue Ellery and the other Labor ministers—who I hope will be in cabinet 
soon—will ensure that planning by responsible ministers in all fields achieves that end. 

HON JON FORD (Mining and Pastoral) [3.03 pm]: I am very happy to speak to the Gas Supply (Gas Quality 
Specifications) Bill 2009. I congratulate the government on bringing the bill to the house. It is interesting that 
when I get to my feet, I try to develop a way of introducing myself into the debate. Somebody actually stuck a 
report on my desk; I think it was Hon Ed Dermer. The report is entitled “Natural Gas: ‘Magic Pudding’ or 
Depleting Resource: Lessons in Western Australia from 2008”. 

Hon Ed Dermer: It is actually a report provided by Hon Robin Chapple.  

Hon JON FORD: It is interesting where one’s mind muses to. A few months ago I went to Norman Lindsay’s 
place—he wrote The Magic Pudding. It was the result of a dare between him and one of his mates — 

Hon Max Trenorden: Member, that report may not be as well written!  

Hon JON FORD: It probably is not. But Norman Lindsay’s mate said, “The only thing you have to do to attract 
kids to a book is talk about fairies.” Norman said, “No, that’s not right; you just talk about food.” That is how he 
wrote the book. The concept is interesting because The Magic Pudding is about “no matter what you take out of 
the magic pudding, it could turn into any flavour you want and it will always regenerate.” In his contribution to 
the debate, Hon Robin Chapple made some interesting comments about protecting supply. In actual fact, he 
rebutted the notion that it protects supply. I disagree with that. This bill is not perfect but it is a good step in the 
right direction. It opens up a heap of other sources that have not been exploited and allows those to be exploited, 
which takes the pressure off high-quality reserves. In its concept, it is pretty good. Hon Robin Chapple made 
some comments that I agree with. They are hard for the minister to comment on, but I would like him to give us 
an indication in his reply that many of the aspects and controls will be covered by the regulations. In a moment I 
will give the minister an indication of what I am particularly interested in.  

Going back to Hon Robin Chapple’s comments, it is interesting that on the one hand we say we should protect 
supply and on the other we say that it is not really a very good gas; it is still a greenhouse gas and we need to 
look at alternative sources. Hon Robin Chapple, over time in this place, to me personally and in the general 
community has said that we should not be putting gas plants on Barrow Island, we should not be putting gas 
plants in the Burrup Peninsula and, now, we should not be putting gas plants further north, around the 
Kimberley. Gas plays an important transitional role. We might not be happy about how long that transition takes, 
but it is an important energy. This adds more to that energy source and gives us a longer time to deal with the 
issues that we all face as a state and, indeed, as a world.  

Hon Max Trenorden talked about the perception of Western Australians. People see gas as going all around the 
world but not in Western Australia. We are not quite sure whether that is true. I know that is particularly felt in 
Karratha. Woodside has been involved at the commissioning stage in not only domestic gas—which is what we 
are now talking about—but also liquefied natural gas trains. The frustration felt by people in Karratha is that we 
were once at the centre of the biggest gas development in the world and, even to this day, we do not have 
reticulated gas. There is a commercial reality in that. Basically, the infrastructure that we need to reticulate gas is 
not going to be paid for by a commercial entity. Perhaps the royalties for regions fund could assist people. 

Hon Max Trenorden: I will talk to the member some time over the recess about technology around that.  

Hon JON FORD: I am going to talk about technology development and how rapidly it can change, in a 
moment. I agree. At the moment there is frustration north and south.   

The other frustration, of course, is how much we pay for gas and liquefied petroleum gas, compared with natural 
gas and methane. There are two different types of gas and two similar, but different, processes for obtaining 
them, and of course the delivery modes are different, which all adds to the cost. Buying LPG in small bottles is 
comparable with going to Bunnings and buying five screws in a little plastic cup, in that we end up paying more 
for the packaging and the processing leading to the final product. The Gas Supply (Gas Quality Specifications) 
Bill 2009 attempts to make the most of gas reserves.  

One of my concerns about this bill that has arisen during the debate is that when we talk about broadening the 
specification, there seems to be an assumption that it will always result in a lower calorific value, although the 
Minister for Energy has indicated that that might not be the case. That leads me to the question of what will 
happen in a market-driven economy and what will be the end effect on consumers. I am concerned about how we 
will manage the frequency of the change of specification, which will have an impact on suppliers and end users. 
The debate has covered people’s ability to upgrade their gas appliances and the compensation to be awarded if 
there is a stuff-up in the specification somewhere along the line and appliances are damaged, but a lot of issues 
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need to be covered by regulation. I congratulate the minister on the explanatory memorandum—it is a good 
document—but I would like the minister to provide some response, either in his second reading reply or in 
committee, on the specific concerns I am now raising. 

We need to consider what the effects of the change in the frequency of specification will be and what the causes 
of that could be in the future. We must remember that this is a market-driven economy, so we need to protect the 
investments by end users and suppliers in that market economy. Hon Max Trenorden talked about future 
developments in technology. There have been a couple of examples of the massive effect that developments in 
technology can have on the market and economies. Western Australia has been a great beneficiary of two 
examples of changes in technology. The first is iron ore. We all know about the iron ore boom and the huge rush 
for resource commodities that was particularly focused on Western Australia. At the beginning of the boom, 
Japan developed technology that suddenly meant that high-grade ore was not needed at mines like Mt Tom Price 
and Mt Whaleback. That opened up a whole heap of reserves that everybody knew about but had not been able 
to exploit—Yandicoogina being one—and there was a huge demand for low-grade iron ore. It is easy to get to 
and easy to grab out of the ground, and a lot of the transport infrastructure is already in place. In Western 
Australia there is local debate about junior miners wanting access to the majors’ infrastructure because they want 
to keep their costs down and transfer the ore out and on to the ports.  

But at the same time that that was developing and we were all rubbing our hands together and thinking it was 
going to be great for the state, suddenly companies were saying that the demand for high-grade ore had just 
dropped away. They had to seriously consider how they could sustain their workforces in the hope that demand 
would rise, but at the same time they had to seriously consider closing the big mines such as Mt Whaleback, 
Pannawonica and Mt Tom Price—not so much Paraburdoo because it produces a lower grade of iron ore that is 
used to blend with the high grade produced from Mt Tom Price to bring its specification down, which 
demonstrates how high grade the Mt Tom Price ore is. That is an example of how development in technology 
meant that low-grade iron ore could be worked with, and it had a huge impact on the world economy, and 
particularly the economy of Western Australia. Fortunately, China came on to the scene as an emerging 
economy and superpower and saved the bacon of the high-grade ore industry. Suddenly, Western Australia had 
reaped a double benefit, in that both sides of the iron ore resource boom could take off. We have all seen what 
that sudden growth in the demand for high-grade iron ore and low-grade iron ore has done for this state. One 
advantage of this bill is that it will enable things such as that to happen.  

Another advantage of this bill is what it will do for the liquefied natural gas industry. People have known about 
LNG for a long time, but it comes with two problems. The problem facing Western Australia was that if an LNG 
plant was built here, the LNG then had to be transported to the customers. How is it possible to transport LNG 
from Western Australia to customers on the other side of the world; and, how is it possible to develop a 
refrigerator of the size that can produce commercially viable LNG in one of the hottest places in the world using 
existing technology, which, at that time, was water-cooled plants? 

Hon Ed Dermer: It was an extraordinary challenge. 

Hon JON FORD: It was an extraordinary challenge because of materials issues. The Pilbara did not have a large 
enough supply of fresh water, so seawater had to be used, which had to be cooled down because of its elevated 
temperature, because one of the most corrosive things for standard stainless steel is a saline environment with an 
elevated temperature; it eats stainless steel, similar to acid.  

There were a number of technical issues to overcome, but at the same time the company involved decided to 
have a go at constructing an air cool plant—another interesting thing; an air cool plant in one of the hottest 
places in the world. The company overcame that problem and it worked well and truly above specification, and it 
is now a model used around the world in all sorts of environments. There was also the development of new 
materials and duplex steels, which, whilst expensive, overcame the issue of elevated temperatures in saline 
solutions. 

Those technological advances allowed a whole heap of offshore developments to occur, and then there was the 
development of very, very economical LNG transportation, overcoming the logistical problems. Those big ships 
we see are projects in their own right; they cost over $1 billion, but without them we could not exploit that 
resource and reap the rewards for the benefit of all Australians, and maybe, eventually, even the world, because 
it will assist in people ceasing to use highly polluting gases.  

When we talk about broadening the specification of the combination of gases going into the pipeline, if we have 
a massive technological change, how will that affect not the domestic users in the common household, but large 
end users such as aluminium producers or plastics development companies? How will it affect the price of 
fertilisers or other synthetics created out of gas that are developed further down the coast in Geraldton, or in 
Kalgoorlie, or down in the south west region or in the Perth surrounds? What will happen if they want a different 
mix of gases, providing a greater market demand for a particular specification that is not complementary to the 
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domestic user or businesses, or indeed producers at the other end? What mechanism does the minister envisage 
will be in place to deal with disputes? That is one problem that might arise. From what I can understand from 
reading the explanatory memorandum, that will be dealt with under the regulations and through the authority, but 
I will be interested to hear the minister’s comments on what will happen in the future. 

Hon Max Trenorden talked about hydrogen. Members might not know that all sorts of things can be sent down a 
pipeline. Unwanted things such as hydrates, which we try to avoid, and liquids can be sent down pipelines. If 
there are high rates of gas flow, they can be suspended and then exploited at the other end by extracting the 
liquids. Does the minister envisage that sort of development, and how will that be controlled? Is there a 
possibility that in the future we could increase the level of liquefied petroleum gas sent down a pipeline to a 
plant that extracts LPG for reticulation for different commercial uses? How will we protect the investments of 
other people who have been lured by this bill into developing gas fields with certain specifications that fit in 
nicely under the proposed specifications, but then the market demands of the gas line cause the specifications to 
change so that their gas is less viable and they face a loss in the returns on their investment that they envisaged 
when they first went into business? How might that issue be resolved? 

Those are the issues that I would like to hear a response about from the minister. I would like a bit of detail on 
the compensation scheme for small-end domestic users. How will people on welfare, who generally live in state 
housing and are at the lower end of the socioeconomic scale, know what to do with their little gas heater that 
they have had for years? How will that situation be managed and how will it be communicated to them? That is 
very important for a lot of people. What will happen if there is a stuff-up in the specification? How will that be 
managed? When the specification is broadened, the risk profile is raised, but not substantially; it would depend 
on the specification. As I have said, it is much more worthwhile going down this track because the overall 
benefit to the state will be significant, provided that the risks are managed well. It would be great if the minister 
could respond to those couple of points. If I am not completely convinced of the argument, I might raise the 
issue during the third reading stage. Again, I congratulate the government for introducing this bill. I look forward 
to the minister’s response. 

HON LJILJANNA RAVLICH (East Metropolitan) [3.24 pm]: I support the Gas Supply (Gas Quality 
Specifications) Bill 2009. In preparing for my contribution to the second reading debate, I found this area 
absolutely fascinating. I have developed a very strong interest in gas. I never realised how complex this area is. I 
congratulate the minister for bringing this legislation to Parliament in a timely way. I know that he takes credit 
for it; however, successive governments have been working on this bill for quite some time. One need look only 
at the record to recognise that resolutions to some of the issues surrounding this bill have been in the making for 
a long time indeed. 

The bill will do four very important things. First, it seeks to increase the security of gas supply in Western 
Australia. It was not so long ago that the vulnerability of the state’s gas supply was demonstrated. In 2008 there 
were two significant gas supply disruptions that impacted on Western Australia’s energy supplies. In January an 
electrical fault at the North West Shelf Venture’s Karratha gas plant resulted in a production shutdown. In June 
2008 there was an explosion at the Varanus Island gas plant. Both those events demonstrated how vulnerable the 
state’s energy supplies are. Not only were consumers directly impacted on by these events, but also business was 
impacted upon. I am not sure that there has been a definitive explanation of why that second event happened, 
because different people have different views about why things happen. Although there has been an inquiry, the 
simple fact is that there were so many complexities involved that it has been difficult to pinpoint the one exact 
thing that led to the event. Nevertheless, that demonstrated that the community needs to place utmost importance 
on the security of gas supply in this state, because we know that without that security, we are very vulnerable. 

The bill also attempts to increase competition in the price of gas. At the moment it would be fair to say that there 
are only a limited number of competitors in this area. It is a highly specialised area. A lot of resources and a 
large amount of up-front investment are required, whether that be in exploration, capital raising or development. 
There is no doubt in my mind that it is a difficult market to get into; hence, that is probably why there are only a 
limited number of players in this area. However, what we want and need to do if gas prices are to be reduced not 
only for consumers, but also for the production end of town is ensure that there are more competitors so that 
there are reasonable pricing arrangements for gas, whether that be for consumer or industry consumption. That is 
a good outcome to strive for. 

The bill also encourages innovation in the gas industry, and that is a good thing. I was very interested to hear 
Hon Jon Ford’s comment about what happened in the mining industry. Hon Jon Ford said that once low-grade 
ore was able to be converted to a better quality of ore due to innovation, it increased the demand for low-grade 
ore and, in fact, reduced initially the demand for high-grade ore, and so one had to be traded off for the other. It 
was lucky that China came along so there was enough demand for all grades of ore, and therefore the situation 
was saved. We have to ask ourselves: What would occur in the event, for example, that the same thing applied to 
the gas industry? What would happen if China or Japan were not coming forward to in fact take all the high-
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grade gas, provided that there was a differential between that and low-grade gas such as in the Macedon gas 
field? What would happen if all the gas produced could not be absorbed in the international market? That could 
have quite a negative impact rather than a positive impact. It is very interesting and there is no doubt that 
innovation is very important to the gas industry. However, there are always many threats to any industry sector 
and although innovation can be seen as an opportunity, I guess the point that my learned colleague Hon Jon Ford 
was making is that it can also be a threat. Therefore, innovation can be a double-edged sword. 

The Gas Supply (Gas Quality Specifications) Bill 2009 attempts to enable gas producers to choose the most 
efficient method of developing gas fields. These are all very good objectives and I think that the industry would 
welcome them. I know that the industry has been very supportive of them and in fact has been encouraging the 
government to bring this legislation to Parliament as a matter of priority. These changes will in fact enable a 
project, such as BHP’s Macedon gas project, to come on stream as a new entrant to the gas market and become a 
player, if we like. Of course, the Macedon field has not been able to be developed because the grade of the gas, 
as I understand it, is such that it is not acceptable with the current infrastructure and pipelines because of its 
fairly low grade. I will comment on the likely impact this will have on the state because the Macedon gas field 
off the Western Australian coast will now be a potential player in the domestic gas market. I understand that this 
field could lead to an additional 150 million terajoules being supplied daily to the market, which would have an 
enormous impact. One would think that if that much gas was supplied to the market, we may in fact, if we were 
really, really lucky, have some reduction in the price of domestic gas, but that probably is being a bit too 
optimistic. Nevertheless, that is about 20 per cent of the state’s daily gas demand. I will refer to a report from 
The Australian of 12 October 2007 that I want to put on the public record because it demonstrates the potential 
of what could now happen if we pass this legislation, and what would not have been able to occur in the event 
that the government did not proceed to put this legislation through Parliament. Therefore, the gas supply bill is 
very, very important because I think it will not only increase the amount of available gas to the community, but 
also impact on the second objective of this bill—namely, to increase competition in the pricing of gas. I think it 
will also lead to greater innovation in the gas industry and there is no doubt that somewhere along the line the 
Macedon gas project may in fact do some downstream processing of its gas because it will end up being able to 
put higher quality gas, provided that the technology is available, into the pipelines. It may well in fact also 
achieve that but I do not know whether it will. The article stated — 

Macedon is a reservoir estimated to contain 1.2 trillion cubic feet of gas located about 50km north of 
Exmouth. 

It has been blocked from supplying customers in Western Australia because it does not meet the tight 
specifications for delivery into the Dampier-to-Bunbury pipeline system.  

These were designed in the 1980s to cater for gas from the North West Shelf gas project.  

This week, a report by state and federal government officials to ministerial councils on petroleum 
resources and energy recommended the WA Government change its gas delivery standards to bring 
them into line with the national standard.  

The joint working group, headed by Jim Limerick, the chief of WA’s Department of Industry and 
Resources, also recommended that the specifications for the Dampier-to-Bunbury pipeline be 
broadened to match the new specification.  

And so on and so forth. Just by way of finishing off on this issue, the article also stated — 

Macedon was discovered in 1992 … Its gas is classified as dry, meaning it contains no condensate or 
liquefied petroleum gas. The result is that Macedon gas has too low a heating value to meet WA 
specifications.  

I think that is part of the key, because we will now change the specification so that Macedon will be able to 
comply within the specification framework and in doing that this now becomes a very viable reserve of gas that 
will be of benefit to the community and to the industry in general. The article continues — 

In practical terms, the lower the heating value of gas, the greater volume has to be shipped to produce a 
given energy content of a gas supply contract. This results in less pipeline capacity being available to 
ship lower volumes of higher heating value gas, creating the potential for less profitable transportation 
returns to pipeline operators.  

I think that is the key reason why we need to get these specifications right because there are all sorts of 
contractual arrangements between the suppliers and buyers of gas et cetera. When we take a detailed look at the 
bill before us, we see a very complex piece of legislation. In a sense it is complex to the extent that probably the 
greatest part of the complexity will be contained in the regulations and even further still probably in the contracts 
drawn up between the suppliers and the purchasers of the gas. This is a very technical issue. I guess from my 
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point of view, we will look at those regulations very carefully. I think it is fair to say that this is a bill that 
provides a framework and the devil will be in the detail, which, in fact, will be in the regulations.  

I was interested to note that very little of the gas produced in Western Australia is for domestic consumption. In 
preparing for this speech, I came across a submission from the Australian Petroleum Production and Exploration 
Association Ltd to the Gas Supply Emergency Management Review Committee about gas supply security in 
Western Australia that was dated May 2009, so it is very current. Page 4 of that report states — 

Gas consumption is dominated by industrial usage (58 per cent) and power generation (29 per cent). 
Five large customers—Alcoa, Alinta, BHP Billiton, Burrup Fertilisers and Verve Energy—account for 
approximately 90 per cent of WA gas consumption. Residential usage accounts for just 4 per cent of the 
WA gas market. 

When I came across this information, I thought it was very interesting because when we look at the price hikes in 
gas, it is very hard to work out why consumers have been hit so much, given that they consume only four per 
cent of available gas in this state. I refer here to a newspaper article dated 25 June 2009, which was just before 
the budget. It states that the average household pays about $390 a year for gas, according to Alinta’s figures, and 
the new tariff will increase that amount by $1.70 a week to about $480. That seems to be a pretty big hike. 
Unless I am missing something, I am wondering how we get that hike. Western Australia produces all this gas 
and only four per cent is used by households, yet they seem to have this enormous price increase for gas.  

I ask the minister to do this in good faith. Can he provide for the Parliament the costing model that led to the 
increase from $390 a year for gas, at an average of $1.70 a week, to $480 a year? I want to get a sense of what 
figures were used to derive that $90 a year differential, or in some cases $100. I think it is a reasonable question 
to ask. As a part of this debate, we want to make sure that the changes, which the minister is proposing will be 
made through this legislation, will not only benefit the industry sector in this state, but also directly benefit the 
domestic consumers of gas in Western Australia. I want to make sure that there is no cross-subsidisation with 
householders bearing the brunt of additional costs for gas while the industry sector may not be doing its share of 
the heavy lifting in that regard. I am just putting that on the table because I am seeking from the minister some 
assurances that there is no cross-subsidisation by consumers to producers. I would need to be convinced by the 
minister putting the funding model or the costing model on the table as a part of his contribution in response to 
this debate. 

Money was set aside in the budget for the Gas Security and Supply Committee. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 8132.] 

Sitting suspended from 3.45 to 4.00 pm 
 


