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Gas Projects — Royalty Rate Discount — Adjournment Debate 

HON JON FORD (Mining and Pastoral) [10.00 pm]: I rise to talk about some issues that were discussed 
during question time by the Minister for Mines and Petroleum, Hon Norman Moore. One of the questions I 
asked was about a possible discount in royalties for a development off the coast in the mid-west. I asked why 
Western Australia would contemplate doing that, and what would be the justification for it. The minister gave 
some decent answers in my view, but one of the things that concerned me was when a field was considered 
viable. It seems to me that the market should determine when a field is viable. Although I like to see 
governments facilitate development, I am always a bit cautious when it comes to governments facilitating 
speculative development. A press article from The West Australian dated 24 July 2009 states — 

“The tight gas industry is in its very early stages and the State Government needs to remove hurdles and 
encourage investment in this area whenever it can,” Mr Moore said. 

“Whereas an offshore petroleum producer may drill 10 to 20 wells, a tight gas producer needs to drill 
200 to 300 wells to maintain production levels.” 

He said the Perth Basin, where many of the fields were located, could hold up to 12 trillion cubic feet of 
gas, enough for WA’s domestic needs for up to 30 years. 

That may be so, and it is a pretty simple analogy. Offshore wells are often long and complex and cost a lot of 
money. Some of them can be up to 10 kilometres long. I do not know where the technology is; I think they can 
go beyond that. In a tight field, in shallow water, depending on the structures, it could also be not so expensive to 
drill those wells. A good example of that is Barrow Island, although we are talking about liquid hydrocarbons 
versus gas. The oil is so close to the surface and under such pressure that what is called a nodding donkey is used 
to milk the oil. The cost relationship may not be there. 

The other issue is removing hurdles. I am not sure what the hurdles are that lead to a 50 per cent reduction, from 
10 per cent to five per cent, on the possible royalties. I presume we are talking here about recurrent expenditure 
over the life of the project, although there was no mention of that in the article. Although the minister mentioned 
12 trillion cubic feet of gas, there is nothing to say that that is actually stored up in reserves. It is very 
speculative. 

Hon Norman Moore: Are you opposing what we are doing? If you are, you should say so, and tell the industry. 

Hon JON FORD: That is a comment the minister always throws back. I think his answer was that $80 million 
would be spent on drilling and mineralogy, and that is a speculative task. I have no problem with encouraging 
people to work, but what grabbed my attention is that this very area the minister is talking about is in the centre 
of the Western Australian rock lobster industry. 

Hon Norman Moore: We are talking about onshore. 

Hon JON FORD: It is onshore and offshore, then. 

Hon Norman Moore: I am talking about onshore. That is where most of the tight gas reserves are located—at 
Badgingarra and south of Margaret River.  

Hon JON FORD: Okay. Between $300 million and $400 million recurrent expenditure was contributed to this 
state by the Western Australian rock lobster industry for who knows how many years. The Western Australian 
government has had this partnership with the industry for over 50 years.  

This state is showing that we are very quick to jump into speculative operations and offer them discounts when 
we do not know what the proven reserves are; it is just speculation. I can tell members how speculative things 
can be. I worked on the Laminaria-Corallina field. At the time we produced the biggest floating production, 
storage and take-off vessel in the world. When we went in there, we only had half the reserves that we thought 
we had. We actually spent twice as much as we needed. The vessel could hold two Titanics in its hull side by 
side, it was that large. We only needed to hold one Titanic.  
 


