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NATURAL GAS (CANNING BASIN JOINT VENTURE) AGREEMENT (TERMINATION) BILL 2017 
Second Reading 

Resumed from 29 November 2017. 
DR M.D. NAHAN (Riverton — Leader of the Opposition) [11.12 am]: This is a very interesting bill. 
The ACTING SPEAKER (Mr T.J. Healy): Member, are you the lead speaker?  
Dr M.D. NAHAN: I am the lead speaker. The Natural Gas (Canning Basin Joint Venture) Agreement 
(Termination) Bill 2017 is a consequence of the clear failure of the McGowan government.  
Several members interjected. 
Dr M.D. Nahan: It is true.  
Some years ago there was a substantial increase in successful drilling for shale gas around the world. It was a trend 
that revolutionised oil production, indeed the energy industry, in the world, particularly in North America, when 
it went from being one of the largest importers of petroleum, particularly oil, to the largest, exporting more oil 
than Russia. Indeed, it is the largest non-Organisation of Petroleum Exporting Countries exporter of oil. It also led 
to a complete change in the dynamics of the gas industry in which the US was planning to build eight to 12 gas 
cooling systems, import liquefied natural gas, and convert most of those to exporting facilities. Now it is the one 
of the major competitors of Australia for exporting LNG around the world. That is based on fracking technology 
and the understanding of shale technology in order to drill very deeply. Shale is a very deep resource that is 3 000 to 
4 000 metres deep. It has been confined largely to North America—Canada and the US—and various groups have 
been trying to take that technology elsewhere.  
Buru Energy, a relatively small Western Australian company led by Eric Streitberg, who has been active in the oil 
and gas industry for decades, decided it wanted to test its hand in Western Australia. The reason it wanted to do 
that is that there was not much drilling into our shale gas reserves, but they were known to be very prospective, in 
not just shale gas but also tight gases. There is a slight difference between them; tight gas is a bit shallower. It can 
still be very deep but it is in smaller pockets and it is based on fracking in which the rock is moved away to release 
the gas tied into various formations. In order to do it, Buru had to get some money. Drilling is very difficult, 
especially when it goes 3 000 to 4 000 metres deep. There are very few drilling rigs in Australia available to do 
this. At that time, I can remember clearly, a few of them were based in South Australia—I think they were doing 
some fracking in maybe the Cooper Basin or something like that—and it took six months to get a rig into the 
Kimberley, which is a very isolated and costly area. Given that the project is in the Kimberley in the main, native 
title was quite appropriately an issue and Buru hired former Labor Minister for Mines and Petroleum Mr Jon Ford 
as an adviser. I understand Buru was very effective in trying to facilitate native title aspects through the 
exploration. Its real challenge, however, was to get a large amount of money to back it, because one of the 
important things that Mr Streitberg knew about shale gas was that it is a continued drilling exercise. Each drill is 
very expensive because it goes very deep and then horizontally, which requires special rigging of very large rigs 
with special skills that often had to be purchased internationally. He had to get hundreds of millions of dollars and 
he did that with Mitsubishi Corporation.  
At the time there was shortage of domestic gas in Western Australia. Alcoa was a foundation buyer of gas from 
the North West Shelf, indeed a foundation funder of the pipeline and therefore a firm that underpinned our whole 
domestic gas industry. The contract with Alcoa was coming to an end and Woodside, the north west joint venture 
partners, stated that there was some uncertainty about whether it was going to continue the gas supply to Alcoa in 
the volumes it needed and particularly the price. Buru then deepened negotiations with the North West Shelf. It 
decided it would look at a whole range of other options to ensure there was gas. This was a vital issue for 
Western Australia because Alcoa employs over 4 000 people and gas energy is extremely important to its 
operations. Alcoa and Mitsubishi kicked in money in large volumes to the Buru project. It was excellent; it could 
not have asked for any more money. Anybody committed to job creation and development of the energy sector, 
particularly in the Kimberley and the Indigenous communities in those areas, could do nothing but smile at this 
prospect. There are a lot of hoops to jump through and it was high risk because of the formation that it was looking 
at. The United States Geological Survey said that it is the most prospective shale gas formation in the world other 
than the one in Texas, but it is highly unknown. The US one has been drilled like Swiss cheese, so it is known very 
well; they have been evolving towards fracking for a long time. For Buru, the cost, the fact that there are very few 
markets available if it discovered something, and the inherent cost of going to the Kimberley with an adequate rig, 
made it a very high-risk venture.  
All of us on this side were extremely happy and proud that Buru Energy Limited put together this team to drill for 
gas. I thought one of our greatest achievements was that Buru started exploring this greenfields area for shale and 
tight gas. It pulled in support from Mitsubishi Corporation and Alcoa; it was just tremendous. I thought: this could 
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lead to a total revolution in our gas industry, as it did in North America and elsewhere in the world. Only Buru 
was willing to do it—good on it. There were issues; the project slowed. It had a long gestation period. It identified 
some of the sites and negotiated with native title owners. Buru Energy came to us after it had chosen that site and 
said, “Listen, one of the problems is that where we are drilling is very, very isolated. It’s very isolated. There’s no 
market for it here. There’s no pipeline. There will probably be gas. Even condensate will require a lot of trucking 
costs. Could you facilitate the project through an agreement act to allow a number of things to happen?”  
Agreement acts are important because they are agreements between the state and the proponents to ensure that all 
requirements on both sides are underway. It provides a surety and minimises sovereign risk for developers and the 
state. The Barnett government agreed, after negotiations, to enact the Canning Basin joint venture agreement, 
which we are terminating here. The important thing is that we are terminating the agreement. This agreement had 
a range of aspects to it, including that it recognised the need for a pipeline so that if Buru Energy discovered some 
gas, it could get it to market. Very importantly, as part of the agreement we entered into a domgas requirement; 
that is, Buru had to give the domestic market the priority for any gas found. That was really important. It also 
entered into requirements for job creation assistance with the Aboriginal communities in the area. We said right 
up-front that we will facilitate an extension of leases. We will facilitate a pipeline right away. We will give 
assurances going forward from the perspective of the state on taxes and a whole range of other issues, but Buru 
had to guarantee that the priority for its discoveries would be domestic gas. It had to agree up-front to job creation 
programs for the local Aboriginal population, which it willingly did. Because of the moratorium put on fracking 
by the McGowan government, it is over. We are here at the request of the firms saying it is done. 
Mr M. McGowan: No. 
Dr M.D. NAHAN: Yes. It is over with. Now the entities want to split the agreement between Buru and Mitsubishi 
so that they go their separate ways, take the resources and sit on them for a while, because they cannot be 
developed. In this process, Buru discovered a bit of oil— I think it might be gas condensate—in a separate lease 
and it is working on that. That is keeping Buru alive. Without that, I think Buru would be in real trouble. No doubt 
the entities hope for a change in government and better days in the future. But let us be clear that the decision of 
the government is to put an effective ban on fracking across the state to 30 June 2020. It is having the thirteenth 
or fourteenth inquiry into fracking around the nation in recent times, the second in Western Australia in the past 
three years. The last inquiry found that the system is working now. The deputy head of that inquiry was today’s 
Minister for Environment, Hon Stephen Dawson. Both Mitsubishi and Buru say that with this government there is 
no use continuing the program. They have gone to the government and said, “Let’s rip up the agreement and go 
our separate ways and sit down and wait until you leave.” In the meantime, they ask for certain things, such as 
separation of the lease, rather than the joint venture. Mitsubishi takes one; Buru takes three more. They have also 
asked for an extension of the lease time. Buru’s lease gets an extension for its period of explorations, which is 
good. We support this bill, but we need to highlight that this is a job destruction bill pushed on the proponents by 
the McGowan government. 

Let us go back to where it started. We are facing a revolution. We have been in a revolution with shale gas since 
about 2008–09. I can remember when I was a backbencher and I was head of the Economics and Industry Standing 
Committee; the deputy chair of that committee was Hon Bill Johnston. At the request of Parliament, initiated by 
the Labor government, we were asked to undertake an inquiry into gas pricing. The member for Cannington, the 
now Minister for Mines and Petroleum, and I went to a shale gas conference in Texas at the very start of the shale 
gas revolution. Companies from around the world, including Buru Energy, were there. We asked, “Is this going to 
continue? It just sounds too good to be true. Will these reservoirs be able to sustain the production coming out of 
them? Is the technology adequate? Is it a unique thing in Texas and other places?” We were told no. At that time, 
they underestimated the impact of it, but it completely revolutionised the price of gas, the supply of gas, the source 
of the supply of gas, and gas markets.  

In the early part of the 2000s, the United States government expanded its strategic oil reservoirs and bought gas 
storage places around the US to build up its stockpile of gas and oil to withstand import shocks if something 
happened to the major source of supply in, largely, the Middle East and North Africa. Exports were continuing to 
dominate; over 50 per cent of the United States’ consumption was coming from overseas. That has gone now. 
There has been a complete reversal. By the way, the US is the second-largest consumer of petroleum and gas in 
the world after China. We went to this meeting. It is completely revolutionised. Then we find out that 
Western Australia has some of the best endowed resources. Buru found that out. This could revolutionise our 
market. We negotiated that if Buru discovered gas, we would facilitate a pipeline and we thought: this could be as 
important to the state as the North West Shelf. I have been in this game since the 1980s. I first came into 
government helping to negotiate—as just one of many, many people—the prices for not only domgas but also 
exports from the then State Energy Commission of Western Australia and the government to Japan. At that time, 
we underwrote the development of the North West Shelf through a contract with SECWA, which almost 



Extract from Hansard 
[ASSEMBLY — Thursday, 22 March 2018] 

 p1253b-1265a 
Dr Mike Nahan; Mr Vincent Catania; Mr Bill Marmion; Mr Shane Love; Mr Terry Redman; Mr Mark 

McGowan 

 [3] 

bankrupted the state. When we look back to the late 1980s when Woodside was getting developed, we see that it 
was looking at a very isolated area deep offshore at the edge of technology, at the edge of known drilling 
technology, at the edge of technology capable of withstanding cyclones that many kilometres offshore; it was an 
isolated high-cost area, so it was really high risk.  

This is not Saudi Arabia, where a person can walk 10 metres and drill another well. This was a risk—a high risk. 
Risks were taken by the proponents. Risks were taken by the state. They paid off immensely. I do not know how 
much has been invested in our economy in liquefied natural gas since then but my guess is that $US250 billion 
would be an underestimate. It is soon to be our second-largest national export when we include Queensland. It has 
transformed our economy because we were willing to do what it took, within reason, to support the exploration 
and development of our resources, even if it pushed us to the edge of technology. That is what we saw with 
Buru Energy. We saw it; we all saw it with the shale gas up in the Kimberley. That is what the agreement act was 
all about. Now it is terminated because the white flag has been put up. The white flag has been put up because the 
McGowan government has come out and said, “By hook or by crook, we’re not going to allow fracking.” The 
government has a report, which is two to three years old, about the transparency of fracking, the impact on the 
watertable and the need to put concrete casing all the way down to protect against any leakage. These systems, in 
place for transparency, the protection of the environment and to monitor fracking, are the best in the world, put in 
by my good friend and colleague the member for Nedlands. They are the best in the world but they are not good 
enough for members opposite. They have said that there will be another report. The chairman of that inquiry is 
a pretty good man but I think he will struggle to give the government the answer that it wants. If hundreds of 
millions of dollars have been put down, as Mitsubishi and Buru have done, what can they do? They are saying, 
“Listen, the exploration leases are going to cease by 2020. Why don’t we just go our separate ways and wait out 
the government?” That is what they have done and that is what this is all about. Who is harmed? We are—everyone 
in this place, every one of our constituents, every one of our electorates, and everyone in the Kimberley and the nation 
because we are turning our back on a potentially revolutionary new industry: the shale gas industry in the Kimberley.  

Look at what the Kimberley is. It is a beautiful place. It is harsh. It is isolated. It has high costs and it struggles. 
One of the first tours that I took as the Leader of the Opposition was in the Kimberley. We went up and down from 
Broome to Kununurra to the north and everyone was saying, “Give us something that creates scale and will draw 
in people and activity so that we can build other things upon it. There are all these little projects and each of them 
are individual and isolated so they are struggling to sustain themselves from one to the other. We need some big 
industry that does not impact the economy.” There are some industries, but even for tourism, the Kimberley is 
a really isolated, high-cost place. That is what this opportunity would have provided. Then, of course, I think more 
than 40 per cent of the people who live in the Kimberley are Aboriginal. We do not have to dwell on it but 
Aboriginal people in the Kimberley are struggling for work. Look at the data. They are struggling to get enough 
economic sustenance to improve and make sure that their communities are economically self-sustained. It is this 
state’s biggest challenge and this project had—I cannot say it will have—the potential to significantly address that 
because of where it is and what it is.  

If members do not think this would have had an impact, I suggest that they go to Texas or North Dakota to look at 
the impact the shale gas industry has had in those isolated places. Members can go there, or all they have to do is 
google it. Or members can look at Alberta or British Columbia. Often, for some perverse reasons, these resources 
are found in isolated places that have few other options. Members can see the positive impact that the shale gas 
industry has had in those isolated communities. They have been transformed. That is what we could have had in 
the Kimberley. Why did we give it up so easily? It was because members of the McGowan government chose to 
put on a moratorium and close their eyes to a technology for reasons that we do not know. The proponents in this 
case made a commercial decision. They wondered, “Are these guys going to change their mind? Are they going 
to remove barriers rather than put up new barriers?” That is what the government should be doing. We removed 
barriers. The government is putting up monumental barriers to development and industry. Buru and Mitsubishi 
have said—we have talked to them—that the government will stop them from developing their resources. They 
cannot go to their shareholders and investors and ask them to invest hundreds of millions of dollars and be there 
for the long-term. They have to be there for the long-term; it will take at least a decade to build these facilities. 
They cannot go to their investors and shareholders and say, “Stick with us”, because the government is really intent 
on closing this down. That is the truth.  

I understand that the resource Mitsubishi has includes some known gas reserves. It is pretty isolated. There is no 
market there for it. A pipeline would have to be built, but that is why the agreement dealt with addressing the 
pipeline reservation area. But in order to attack it, Mitsubishi would have to do some more fracking and that is not 
going to be allowed. So Mitsubishi has a known gas field, which it discovered, but it will have to put that under 
care and maintenance and probably lock up all the drills and wait for a change of government. Buru is living off 
its oilfields for now, I think selling oil through the port of Wyndham. That will get it by for a while but these are 
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very short-lived fields. This agreement will give Buru an extension of its lease, which is good, and we support it 
fully, so it can hold on and go for another day. Chemistry is involved in getting a local firm such as Buru, led by 
Eric who knows this industry like no-one else, with the Aboriginal communities and large investors such as 
Mitsubishi fully supporting it. The great thing about the Japanese is that they stick to a project. If they sign 
a contract, it may take a while, but they will stick with it for the long haul. They adhere to the letter of that contract 
and therefore they will adhere for the long haul. If more money is needed and there is hope, they will put it in 
there. They have been tremendous partners for Western Australia in the development of our resources firms—just 
tremendous. They are moving their resources elsewhere. In this case, when it comes to shale gas, we have told 
them, “Go home”. What is the science behind the closing of shale gas exploration? That is what this is; the detail 
here is severing an agreement act between the state and this joint venture. It was caused by the government’s 
decision to ban fracking. If I were Buru and Mitsubishi and I looked at the agreements, I would have to say that 
they made the right decision. It is a real lament from our side. I would have liked other aspects of this agreement 
to be sustained—that is the right of way for an agreement; I support the extension of the leases. The reality is that 
Buru and Mitsubishi want to break up the joint venture. That signals to them and us that the source of money—
that is, Mitsubishi—is going to be pulled and allocated elsewhere. It is unlikely that we will have a firm or the 
resources, or the inclination, to come back and redevelop these resources. You can never say never but, as I said, 
a pretty unique set of circumstances led to the drilling in that area. I think only Buru would have done it and pulled 
it together, but members opposite killed them. They killed a local firm—it will still survive, but not in the way that 
it wanted to—and a project that could have transformed our state.  

Way back when the North West Shelf was discovered, it was discovered and developed by little firm called 
Woodside, which is actually a Victorian firm.  

Mr W.R. Marmion interjected. 

Dr M.D. NAHAN: Sorry, I will shut up! 

It was a little Australian firm that struggled to have access to discoveries offshore. It struggled for a long time to 
get the big boys to back it. I think it got BHP, did it not, with the first one? Robert Holmes à Court was in there 
too somewhere. It took a long, long time to get that developed—some 20 years—but the essential issue is that 
someone, in this case an Australian firm, had the guts and temerity to put some wells on way offshore, and it was 
beyond, at that time, the technical ability of anybody, including the majors, to extract. But it stayed there through 
various ownerships—Woodside shrunk down to nothing for a while. It persevered and persevered and finally 
developed the second largest industry in Australia. It is a great story. We are missing this. This is basically the 
death notice for Woodside; that is what it is. The government will try to spin it out somehow, but this is the death 
notice for Woodside and the Kimberley. That area could have been transformed.  

There are some losses. The domgas aspect of this agreement only exists under the agreement, so when the 
agreement act ceases after our vote here, there is no requirement for future discoverers of shale gas, if there are 
any, to supply to the domestic market. Given the cost in isolation, what will happen unless a future government, 
a Liberal–National government I hope, comes forward with the renewal of this to allow a pipeline to be built and 
gas to be sold? This agreement act could have been a major source of comparative advantage in energy processing 
in Western Australia. It could have been a major source of energy. Under this agreement act the priority of any 
gas discovered from this joint venture was to go to the domestic gas market, not to export. The proponents agreed 
to that, and that is very important. There are a couple of reasons that they did, but they agreed, rather than there 
being another large liquefied natural gas plant from which most of the wealth would go to Canberra or other places, 
with minimal impact on job creation and industry. Our negotiations agreement act focused on ensuring that any 
discoveries, big or small, to, I think, 1 500 petajoules, would go to the domestic market. We will lose that. Also, 
the Aboriginal people in the area, who live in communities that are very isolated and basically have very little 
sustainable employment outside maintaining their own communities, lose the agreement from the developers. That 
is what we are doing here. The government will spin it its way, but to me this is a huge loss to Western Australia—
one that is unnecessary and one that is imposed by the McGowan government. It goes against the science and our 
own commercial and economic interests, against the interests of Aboriginal people, against the interests of 
the Kimberley and against the interests of the whole community of Australia. It is an illustration of why the 
McGowan government is in the business of job destruction, not job creation. 
MR V.A. CATANIA (North West Central) [11.43 pm]: I rise to say a few words on this Natural Gas 
(Canning Basin Joint Venture) Agreement (Termination) Bill 2017. This bill terminates the state agreement held 
between the companies of the joint venture and the state. It is interesting to read the bill when we have just gone 
through an election campaign in which the National Party’s proposal of changing the special lease agreement was 
attacked by the former Premier, who was the minister responsible for passing the previous bill through Parliament, 
and by the Labor Party, which said it was a sovereign risk. In reading the bill we see the real reasons that it has 
come into the house. It clearly shows that the McGowan Labor government is not open and transparent. The 
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Labor Party portrayed the National Party’s special lease rental proposal as being a sovereign risk because state 
agreements would be changed, yet here is a bill in the house changing a state agreement. It is based on a policy 
decision that was put to the election campaign because back in 2015 the Labor Party announced that it would 
freeze all fracking operations and explorations until it held a public inquiry into the industry if it won the 2017 state 
election. The Labor Party did win the election and it is holding an inquiry. This raises a lot of questions. The 
explanatory memorandum to clause 4 states — 

Several factors have influenced this decision including the negotiations with various traditional  
owner groups, access issues relating to the wet seasons and the recent change in policy regarding 
hydraulic fracture stimulation (fracking). This situation is further complicated by a recent decision by 
Mitsubishi Corporation and its subsidiaries … 

We have to wonder why there suddenly have been changes by Mitsubishi and Buru Energy in the way they have 
conducted themselves after the election. As I said, this raises a lot of questions. The current state agreement 
requires that the joint venturers are liable for the development of a domgas project and associated pipelines. The 
current state agreement does not allow Mitsubishi to undertake its own proposed regional domestic gas project 
when it intends to deliver gas into the Kimberley in the short term and to Perth in the longer term. The legislation 
allows for Mitsubishi and Buru Energy to retain ongoing security of the tenure to 2023–24 with no additional work 
commitments to those already in place. The companies have agreed to await the outcome of the independent 
scientific inquiries into hydraulic fracture stimulation. Given the moratorium on fracking, the state government 
considers there to be sufficient justification for suspension of the requirement to compulsorily relinquish 
permanent land areas and fulfil the work program commitments for up to four years. 
As I said, this raises questions. What if the inquiry delivers a favourable response? Is the state liable for the 
company’s loss of economic opportunity and investment undertaken so far? I would like this to be answered. Is 
there a liability to the state because of the change in policy that this Labor government has put forward? I wonder 
why this has been pushed out to 2022, after the next election. Does it mean a potential liability to the state if the 
inquiry favours the policy of the McGowan Labor government? Is there a liability attached to changes to the state 
agreement—which are sovereign risk, because a state agreement is being changed—that mean that companies are 
unable to frack? What is the liability to the state? Is the McGowan Labor government not being open and 
transparent with this bill by ensuring its terms are pushed out to after the 2021 election so the government does 
not have to put the liability on the books? The Labor government does not have to put liability on the books before 
the 2021 election. Is that what we are seeing here in this bill? I would like the Premier to answer that question. Is 
there a potential liability to the state given that the Labor Party has put a policy to the election, which would be 
classified, if the National Party did it, as sovereign risk because a state agreement is being changed? The 
Labor Party campaigned that the National Party’s proposal to increase the special lease rental from 25c to $5 was 
sovereign risk because a state agreement was being changed. Is this not a change to a state agreement because the 
government has changed the policy to have a moratorium on fracking? It has changed the policy to change a state 
agreement, which could have a liability impact for the state. How much is that liability worth to the state? Is the 
government pushing it out past 2021? 
Ms J.J. Shaw: What a load of rubbish! That is such a long bow to draw. 

Mr V.A. CATANIA: We will see, member for Swan Hills. I hope that the member is in this place after 2021 to 
see whether the inquiry recommends that fracking should be stopped. We will see whether there are any 
implications for the state’s finances. The crux of this termination agreement is to push it out past 2021. 

What will happen to the Noonkanbah community and its Indigenous land use agreement? There is uncertainty for 
the Aboriginal people at Noonkanbah under the agreement they have struck with Buru Energy Ltd—their hopes, 
their future and their opportunities for jobs. What will happen there? What does the government have in place to 
assist with the hopes and dreams of the Noonkanbah people in the Kimberley who have signed an ILUA? Is there 
a plan to assist in job creation or any future development in that area for the Noonkanbah people? That is another 
question I would like the Premier to answer. What is the alternative—to fully rely on welfare? Is the government 
looking at job opportunities, given that it is changing this state agreement? In the government’s eyes, it is not 
sovereign risk, but if anyone else did it, it would be sovereign risk. 

Will the Petroleum and Geothermal Energy Resources Act 1967 be amended to reflect what the Premier is trying 
to do? That is another question for the Premier. What will happen if the inquiry recommends a full ban on fracking? 
What will be the liability for this state? What support will be provided to the Noonkanbah people? Does the state 
or Mitsubishi Corporation have the liability under the ILUA that exists between Buru Energy and the state and the 
Noonkanbah people as a result of the moratorium on gas? Who will look after that ILUA? What assurance will the 
state or Buru Energy give that the ILUA will be fulfilled at some time? What will happen there? What plans does 
the Premier have to ensure that the Noonkanbah people will be looked after with the ILUA that has been struck? 
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They have been very supportive, but I am sure that some people in the community would have been sceptical of 
the project—and probably still are. The government needs to ensure that this is the right thing for those people and 
that there is a future for those people who have supported this project. Does a moratorium on natural gas constitute 
sovereign risk? The then opposition leader spoke against our special lease rental policy and said that it was 
a sovereign risk issue. What the Premier is doing to this state is a classic example of sovereign risk. 

There are a lot of questions and I hope the Premier can answer those questions, because this bill will provide 
uncertainty. Whether or not people agree with fracking, this bill will provide uncertainty to the exploration sector 
and the resources sector because of the sovereign risk that the McGowan Labor government is imposing through 
the moratorium. What is the liability to the state? I keep harping on about that point because no-one has talked 
about the potential liability that this decision of the McGowan Labor government to change the state agreement 
will have on this particular project. The government can cover it up and say that it was agreed upon by the company 
involved, but why has it been pushed out to 2021? I hope we get an answer to that question, because that answer 
would allow the McGowan Labor government to be open and transparent about why this termination agreement is 
being put through Parliament. Is it to ensure that the liability is not put on the books of the government of the day? 

As I said to the member for Swan Hills, I hope that in 2021 she is still in this place to see what we have said today 
come true in the next term of government. It is a real worry that the Premier can spout about sovereign risk issues, 
but this is a classic example of true sovereign risk. The problem we have is that the government is not altering an 
agreement, but is changing a policy that will fundamentally change the state agreement. I hope the Premier can 
answer the questions I have asked in Parliament today. 

MR W.R. MARMION (Nedlands) [11.56 am]: We do not oppose the Natural Gas (Canning Basin Joint Venture) 
Agreement (Termination) Bill 2017. Obviously, the agreement has been reached between parties, and that is what 
state agreements are about. I want to make a few comments about the circumstances that we find ourselves in 
today. I have been on-site at the Canning Basin and I have witnessed the drilling up there. Indeed, I know the area 
quite well because when I was a young engineer, we sourced gravel for the section of Great Northern Highway from 
Broome to Sandfire from a place called Deep Creek, which is about 40 kilometres towards Derby from the Broome 
turnoff, so it is about 70 or 80 kilometres from Broome. As it transpires, Buru Energy Ltd has been drilling just south 
of Deep Creek on the Noonkanbah lands. I have spoken to Eric Streitberg, the managing director and key owner of 
Buru Energy, and he has told me that we should support this agreement. The Department of State Development has 
obviously spoken to all the parties and they have come up with this agreement. Why have we come up with this 
agreement? The issue for Western Australia is that we get all the royalties from the gas that is found onshore. 

Mr Acting Speaker, it is a bit hard; there is a bit of speaking going on. 

The ACTING SPEAKER: Members! 

Mr W.R. MARMION: Unlike the royalties from our abundant reserves of offshore gas, all the royalties from the 
gas outside the three-nautical-mile limit go to the commonwealth. The benefit of having gas reserves onshore is 
that if we can develop those resources, we can increase our royalty stream considerably. Indeed, geological surveys 
indicate that the potential number of onshore gas reserves in the Canning Basin are more than double the number 
of gas reserves offshore. That is the magnitude of what we are talking about today. Our gas reserves and, indeed, 
our shale gas reserves in the Canning Basin are important. 

The Leader of the Opposition mentioned Woodside Energy Ltd. We can strike an analogy between the 
development of Buru Energy and the development of Woodside. Woodside was a small explorer off the shore of 
Western Australia. I think it started in Victoria. Through a joint venture agreement to develop its gas fields, 
Woodside has become one of the largest gas and liquefied natural gas producers in the world. Essentially, Buru is 
in that same situation. It is a very small operator, risking investors’ capital in a risky business of drilling onshore 
in the Canning Basin. Because the gas is a long way down—I think the strike zone is between two and five 
kilometres down—it is a fairly expensive operation. The rule-of-thumb figure I was given when I was Minister for 
Mines and Petroleum was that it cost about $10 million to drill a shale gas well and there was about $10 million 
worth of analyticals around that, so that is a $20 million investment for every single drilling operation.  
Buru Energy drilled a number of holes in the Canning Basin and was fortunate to find one that produces 
a reasonable amount of oil. Although it is not as much as it would have liked, I think it is producing about 1 500 
barrels of oil a day. It is able to produce some cash flow from trucking the oil to Wyndham from where it is 
exported. The closest port is Broome, but Mr Streitberg told me that it is more economical for the company to 
truck the oil to Wyndham to export the equivalent of 1 500 barrels a day. When I spoke to him on site, he said that 
if the company could produce up to 3 000 barrels a day, it would be more economical to build a pipeline from the 
Ngari well, which is in the Noonkanbah area, to Broome, to export from there. There is the potential that if the oil 
could be proven up, it would increase production and more jobs could be created and Broome port would be a more 
viable option. Why are we in this position today? This potential great economic boon to Western Australia may 
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be some years off. It is a risky business and we need to prove up more gas. We know the oil is there but the holes 
have to be drilled down to get the oil to the surface. 
The Labor government has put a moratorium on hydraulic fracturing but the gas cannot be extracted from the 
Canning Basin without hydraulic fracturing. Why did the government do that? I believe the only reason is that 
there was an election coming up. There have been a number of inquiries into and a number of reports written about 
hydraulic fracking. Indeed, the most recent inquiry went for nearly two years, was very extensive and was led by 
Hon Simon O’Brien. His committee travelled all over the world and to Queensland where there has been  
a lot of concern about fracking. It is important to differentiate between the concerns raised in the United States  
about hydraulic fracturing and what has been happening in Western Australia. I went to Houston for the  
LNG 17–17th International Conference and Exhibition on Liquefied Natural Gas, the world’s biggest LNG 
conference. In 2013 Houston won the right to hold that conference, and at that time the United States was a net 
importer of gas. However, by the time the conference was held, the US was just at the tipping-over stage of being 
able to export gas. That turned around the economy of the United States. The LNG 18–18th International 
Conference and Exhibition on Liquefied Natural Gas was held in Perth. We want Perth to become the Houston of the 
area. Perth should be the economic hub of LNG in Asia. Most major oil company head offices are based in Perth. 
Unfortunately, a couple are not, but we need to promote Western Australia, and Perth in particular, as an ideal 
place for companies to set up. We have been lucky that a lot of them have set up here. Although their operations 
might be in Darwin primarily, their head offices are in Perth. That is what our vision should be. 
Putting a moratorium on gas goes against that vision. It is counterintuitive to the vision of Perth as the LNG capital 
of the southern hemisphere. 
[Interruption.] 
Mr W.R. MARMION: That is not my favourite music, but it was a nice interlude, member for Mirrabooka. 
Ms J.J. Shaw: Girrawheen—she’ll have your guts for garters! 
Mr W.R. MARMION: I know. The member for Girrawheen has left the chamber, but she will get me at lunchtime. 
I know there is no choice for Buru Energy. If it cannot drill, it cannot operate. It has no other choice than to 
negotiate an agreement with the state government. What can we do to hang onto our tenements that we have 
invested a lot of money in? As I said, it costs Buru about $20 million to drill a hole and, of course, if it continues 
to produce oil, it will probably stay in business. I hope that over the next few years Buru manages to increase the 
volume of oil it extracts from Ngari and one day will be able to build a pipeline to Broome to export that oil. 
The big game here is gas, Premier. I do not understand for the life of me why we need to conduct another inquiry 
when Parliament has already completed an extensive inquiry. The leading Australian scientific body, the 
Australian Council of Learned Academies, conducted its own inquiry into fracking from an environmental  
point of view and it found that provided fracking is done under best-practice constraints, which the 
Environmental Protection Authority in Western Australia in particular would demand, there is no problem with 
hydraulic fracturing. We are just boxing at shadows by holding another inquiry, which I understand will not be as 
extensive as the one Hon Simon O’Brien undertook for some years. That inquiry was extremely extensive. I come 
back to the point about sovereign risk to which the member for North West Central referred. A recent Buru annual 
report states — 

Any extended moratorium on unconventional gas activity in Western Australia will prevent people in 
regional areas enjoying the benefits of a gas industry that include opportunities for employment and 
generation of investment and the provision of energy security. The industry also has the potential to 
provide economic empowerment to Traditional Owners in remote areas, which was the case when 
a successful frac program was completed on Noonkanbah Station in 2015 by the then joint venture 
partners, Buru Energy and Mitsubishi Corporation, with the full support and involvement of the 
Traditional Owners and members of the Noonkanbah community. 

We are also putting in danger the operations and work of traditional owners and members of the Noonkanbah 
community, where Buru Energy’s operations are based. 

In a previous annual report, Buru Energy referred to the inquiry of this Parliament, chaired by Hon Simon O’Brien, 
and concluded that hydraulic fracturing is safe and is supported by the Western Australian Environmental 
Protection Authority. With that sort of information reported in its annual report to the world, everyone thought, 
“Terrific! We’re still in business.” Then an election came, and only to appease Green votes—that is my view—
the Labor government chose to conduct another inquiry, which is its basis for the moratorium on gas. What have 
we got? We have uncertainty in the community—in the world. The investment of $20 million per hole is a massive 
amount of money, especially when we consider the flow-on benefits to the economy. It is a high-risk investment 
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to make, only for Buru to find that the policies of the government of the day in Western Australia are working 
against it. What will it mean? It will mean that that company will not make that investment. Indeed, if the 
moratorium is removed and the inquiry finds there is no problem with hydraulic fracturing, uncertainty will still 
exist about whether to invest. It is not going to be taken up straightaway; there is going to be a delay. I hope the 
Premier will answer some of the questions about the sovereign risk concern. Hopefully, he will suggest that it will 
have no impact. A recent Fraser Institute report about Western Australia’s standing in the mining community 
showed that the state has dropped from ninth to seventeenth. Even though this is nothing to do with mining, some 
of the sentiment about this may have impacted on those results. Hopefully, we can move further up the scale from 
that horrible position of 17. The Liberal Party will not oppose this bill. I think the National Party has a few 
comments to make. 

MR R.S. LOVE (Moore) [12.10 pm]: I rise to make a couple of comments about this bill to terminate a state 
agreement, the Natural Gas (Canning Basin Joint Venture) Agreement (Termination) Bill 2017. I understand that 
it is necessary to bring in this bill because of a change in government policy since the enactment of those state 
agreements, which were put in place to develop an unconventional gas industry in the Kimberley and to provide 
a source of domestic gas for the state of Western Australia, both of which can no longer take place because of 
a change in government policy. The fundamental tenet underlying the development of that state agreement—that 
is, the state’s responsibility to provide the acreage upon which the development of unconventional gas could take 
place—has been stripped away by a change in policy while the government awaits the consideration of the 
committee that is currently inquiring into unconventional gas. Its reporting date has been stretched out into the 
next cycle of government. For a very long time, the proponents up there have faced the understanding that they 
will not be able to undertake the business that was expected and will not be able to develop an unconventional gas 
industry in the Kimberley or provide a 100 per cent domestic gas supply from those unconventional gas fields if 
they are developed for the state of Western Australia, with the ancillary benefits of that cheap and available energy 
source for Western Australian industry. 

A ludicrous situation has developed on the east coast. Policy failures in energy have led to an artificial gas shortage 
on the east coast of Australia. Although very large projects have been developed to export gas, no attention has 
been paid to the needs of the Australian market. By virtue of their policy settings, successive governments have 
made the development of a gas industry problematic in various states in eastern Australia, just as this government 
has now done in Western Australia. My electorate of Moore is also an area where unconventional gas is a live 
issue. Many of my electors are quite happy with the idea that unconventional gas is being further investigated and 
that it is not at the moment being explored. There is a considerable amount of community disquiet about that. But 
as I understand it, there are no state agreements overlaying any of those projects and no state responsibility to 
ensure that it does not further harm the reputation of the state as an investment destination for mining and 
exploration. Our ratings have already slipped from a very high position. I think we were the world number one 
destination at one stage but we have now slipped well down the ranks. This level of interference in a state 
agreement, virtually making a state agreement unviable and making it impossible for that state agreement to 
continue as originally envisaged, has raised the very real issue of sovereign risk for Western Australia. 

The member for Central Wheatbelt has raised on numerous occasions the issue of a special lease rental that BHP 
and Rio Tinto pay towards the cost of infrastructure provided by the state. It is ironic that that has been attacked 
by the Premier as tearing up a state agreement. I do not quite know why changing the policy settings of the state 
to ensure that there is indexation of those special lease rental payments is anywhere near as damaging as saying 
that they cannot do what that state agreement set out to do—that is, develop an unconventional gas industry in the 
Kimberley. The Premier has some questions to answer about the effect of the government’s policy on the industry 
in the Kimberley and the effect that tearing up—in effect, if not in fact—a state agreement will have. 

I contrast that with the situation that exists in the Pilbara with the iron ore industry where a very small policy 
setting change could make a big difference to the state. The Premier is fond of saying that the state is in financial 
difficulty. Here is the answer to the state’s financial difficulty. It is no more of a step than what this bill will do to 
the gas industry in the Kimberley—in fact it is a lot less. We are not talking about a change of policy setting that 
would destroy the iron ore industry; we are talking about a change of policy that would aid the state’s finances. 
The government has basically destroyed the development of the unconventional gas industry in the Kimberley, at 
least for many years to come and beyond the life of this government. This is a very big call for the government. 
There will be further discussions in years to come about its ramifications. 

The other matter to consider is where the domestic gas for Western Australia will come from. The government 
needs to have an answer to that. Coming out of this gas field was 100 per cent supply for the Kimberley as well as 
the rest of the state’s domestic gas. Where will we get that domestic gas in the future? Does the Premier have an 
answer to the question of where domestic gas will be supplied from at a price that will make it advantageous for 
Western Australian industry to make use of it? Some very big issues are at stake here. This will not be forgotten 
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in a short while by industry figures. The way the industry has been treated, after investing in Western Australia in 
good faith, will not be forgotten for some time. The government has added to the perception that Western Australia 
is not as desirable a place to invest as it once was and has added to the sovereign risk that industry must take into 
account when making investment decisions. 

MR D.T. REDMAN (Warren–Blackwood) [12.17 pm]: I, too, want to make some comments about the 
Natural Gas (Canning Basin Joint Venture) Agreement (Termination) Bill 2017 to highlight the absolute hypocrisy 
of the McGowan government’s position on a range of issues that the National Party has taken time to raise in this 
place, particularly in the last 12 months since the election, and our views about strategies to address the revenue 
side of the state budget. The government has consistently thrown back in our face that a sovereign risk issue existed 
with our position on some adjustments to the special lease rental fee. As the member for Moore and the member 
for North West Central have highlighted, the current government has dismissed the issue with its sovereign risk 
argument. This bill has been brought to Parliament to terminate an agreement with private sector companies that 
have sought to access unconventional gas in the Kimberley region on the back of a government policy decision. It 
can only be read as a sovereign risk argument. It has made its decision on the basis of that. We understand the 
importance of state agreements—that is, security of tenure—and they will remain a strong part of the relationship 
the state government has with the mineral and petroleum exploration and development companies to ensure we 
have that security of investment. This is an example of a state government position changing the investments and 
security landscape to the point where a company has had to reassess the value of its state agreement. There are 
a couple of things in this. Yes, the sovereign risk argument is there—it has been very eloquently put by my 
colleagues—but there is also the question of why we are rushing it now. A key date is emerging in the agreement; 
that is, 31 March 2018—the end of this month. It is a go–no go date for the decision of the joint venture partners 
on whether to continue to develop their assets. Sitting over the top of them is a moratorium on fracking. The joint 
venture partners were seeking to exploit unconventional gas, but they are now not able to do that given that the 
government will stick to its position on the moratorium. A go–no go date is emerging after which, as I understand 
it, if they say no—that is the only decision they can come to because of the fracking moratorium across the whole 
state, until the outcomes of the review are reported—they will have to relinquish their tenements. I do not 
understand why the government simply could not, at any time in the future, renew a level of tenement that 
preserved the rights they have now to run past not only the go–no go deadline, but also the deadline for reporting 
on the issues around fracking by the committee the government put in place to review it. I do not know why the 
government cannot put in place another level of security of tenure, even if it requires another bill to be brought 
into this place. We find ourselves having to run this bill through Parliament prior to the deadline of 31 March 2018 
to give some security of tenure to the tenements beyond those two dates. The only other reason I can think of is 
the issue of liability to the state—this will be part of the core questioning that Nationals WA members will pursue 
in consideration in detail. 

Former Premier Hon Colin Barnett said in this place a number of times, “Don’t forget who your landlord is” when 
referring to mining companies that have a level of access to acreage and tenements across the state. The state has 
a very powerful negotiating position. It will be pretty tough for any companies wanting to operate in 
Western Australia if they do not have the ear of the government of the day and its support to get a fair and just 
negotiating position on whatever tenements they seek to access. In coming to the table to terminate this agreement, 
the Premier said in his second reading speech that it was all by agreement, but it is by agreement with one party; 
that is, the landlord, who, in my view, has, and should have, a very powerful negotiating position in that 
relationship. Does this termination bill mean that the proponents of this project—the joint venture partners—can 
no longer hold the state liable for sovereign risk issues on the back of the investments they have made in these 
projects? This bill will terminate the agreement prior to the deadline on 31 March for the proponents to 
compulsorily relinquish the permit areas, supposedly by agreement. Will this bill take away a level of the state’s 
liability that could emerge on the back of the proponents making investments up to this point on the basis of the 
government policy of the day, which was that they could access unconventional gas in the Kimberley region? That 
is a legitimate question to ask. Why does the government not simply let it go to the go–no go day? At that point 
the companies would say that they would not proceed on the back of the government policy of the day and, by the 
way, they had access to these tenements and would like an agreement that gives them further access to them beyond 
that date. That is a reasonable position, yet we have to deal with this bill before that date. I understand from our 
briefings that it is a reasonably significant date and the bill needs to be passed before it reaches that point in time. 
I quote the second reading speech of the Premier — 

In enacting the moratorium on fracking, the state has recognised that there is sufficient justification for 
a suspension of the requirement to compulsorily relinquish permit land areas and fulfil work program 
commitments of up to four years. This is the result of the time frame for the completion of the inquiry 
itself and the time required to complete planning, approval processes and land access and weather window 
buffers prior to on-ground activities occurring. 
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There is clear recognition of state policy overriding this. There is a push to get this bill through the house prior to 
some key dates. Is that significant to the liability that the state may or may not have to those companies on the 
basis of their right to access that resource? There are a number of questions to ask. 

The other point raised by my colleagues concerns Aboriginal groups who have native title rights over those sites. 
I highlight Noonkanbah in particular. I am quite close to that one because I know someone who was working for 
Buru Energy at the time and who put a lot of energy and effort into the Noonkanbah community—that person gave 
them support in working through the issues and processes that the company had to go through to access 
unconventional gas in that area, which had their broad support. We are now in a position in which that is no longer 
able to happen. The opportunities for some of those remote communities have pretty much gone up in smoke. 
There are some ongoing issues for which the government has some responsibility, and for which it should wear 
responsibility, because of government policies that have an ongoing impact in terms of broader access to resources 
across the Kimberley and Pilbara regions and the domestic gas commitments made in the current agreement as 
that flows forward. 

In summary, there are probably three key issues: that of sovereign risk, which highlights the hypocrisy of the 
positions this government has taken against some National Party positions in the past; the nature of liabilities to 
the state going forward; and whether this termination bill, if passed, will take away the liability that the state would 
otherwise have to those companies. Given the very strong position of the state government in any negotiating 
arrangements with these companies, it is reasonable to assume that these companies have a pretty big gun to their 
head in any of those conversations about going through the process of a termination bill rather than it being 
compulsorily done, which would perhaps have given the companies a trigger to take issue with the state on changes 
to the landscape and conditions for accessing unconventional gas in the Kimberley region. Like the member for 
Moore, I have a number of people in my electorate—obviously I have Denmark at one end and Margaret River at 
the other—who have quite strong views about fracking and unconventional gas access. I manage that issue in my 
electorate. In the past I supported the regulatory processes of the state, particularly with what were to be some 
coalmining activities in Margaret River. I supported those processes—I still believe that our processes are robust 
enough to manage that. Provided that the government review is done properly, openly, transparently and with the 
right integrity, I expect the outcomes will show that the science of the day demonstrates that the regulatory 
environment in Australia is strong enough to manage unconventional gas access, which is obviously a massive 
resource in Western Australia and something that, rightly so, has to be managed very carefully.  

We have a situation in which joint venture partners made an investment on the back of the political environment 
of the day but now find themselves forced to go to a termination agreement to try to retain access to their tenements. 
Some changes in the partnership arrangements happened in May 2017, post the new government coming in. Of 
course, the government’s position is known to the public and the companies. I have raised a number of issues. The 
Nationals WA will raise them through the consideration in detail stage. We hope the Premier has the right answers. 

MR M. McGOWAN (Rockingham — Minister for State Development, Jobs and Trade) [12.29 pm] — In 
reply: I indicate my thanks to members of the Liberal Party for their indication that they will not oppose the Natural 
Gas (Canning Basin Joint Venture) Agreement (Termination) Bill 2017. The government is keen to ensure that 
this legislation passes relatively quickly because it reflects an agreement between the parties themselves. One 
central point missed in the debate around this bill is that this is an agreement reached between the two parties, 
Buru Energy and Mitsubishi. It is their agreement that is reflected in this legislation being brought before the 
house. It is not the government via this legislation overriding an existing agreement; it is an agreement reached 
between the parties. That simple statement answers most of the questions raised by members of the Nationals WA 
in particular and all the government is doing is reflecting the commercial arrangements between parties. That point 
might have been missed in some of the discussion.  

Mr R.S. Love interjected. 

Mr M. McGOWAN: It is their agreement. It is a commercial arrangement between the parties. 

The reason behind reaching that commercial agreement is not entirely clear, because it is a commercial agreement, 
but it is their decision. I do not want to in any way impinge on the commercial operations of either of these parties. 
As we understand it, Mitsubishi has an Indigenous land use agreement with the native title holders over the area 
known as Noonkanbah and it is happy with that arrangement and looking forward to progressing that arrangement 
in due course over that land. The interests of Buru are further to the west, as I understand it, over the four other 
lease areas and in one particular place it is currently extracting condensate, which is exported through Wyndham. 
But its interests are further to the west in relation to a range of other exploration licenses and there is a commercial 
agreement by consent between the two parties that reflects that division of their arrangements.  
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One of the reasons behind and as part of these arrangements is a potential domestic gas pipeline which, under the 
act until now, the two parties were jointly responsible for. But because Mitsubishi is very focused on the 
Noonkanbah site, which is not the focus of Buru, the requirement for a jointly provided or funded domestic gas 
pipeline does not reflect the reality of what each party is responsible for. Therefore, they have reached this 
arrangement. That is the nub of the matter.  

In terms of the specific questions raised by individuals, a range of things were raised; I will try to flick through 
them as quickly as possible. The major issue is around the moratorium policy that the government took to the state 
election upon which we were elected. In light of the moratorium policy, after being elected an inquiry was 
commissioned, of which I will explain the reasoning behind in a moment. After being elected we commissioned 
a review committee chaired by Dr Tom Hatton, the chair of the Environmental Protection Authority, and with 
some eminent scientific people on it. We expect they will bring down their report during the course of this year. 
That report will be very persuasive in government policy. Members questioned why. I will outline to members 
a few simple facts around Australia. If members go to New South Wales, they will find the New South Wales 
Liberal–National government opposes fracking. If they go to Victoria, they will find the Victorian Labor 
government opposes fracking. If they go to South Australia they will find the new South Australian Liberal 
government opposes fracking. If they go to Queensland, they will find that there is fracking, but an almighty mess 
has been made of the gas policy in Queensland, which means despite the fact there is a large amount of fracking 
in Queensland, the gas is not being delivered to consumers in Australia. It is largely being exported, so the eastern 
states have a terrible situation with the provision of domestic gas. In three of the mainland states of Australia, 
including the two most populous, the governments of both persuasions do not support fracking. The idea that 
somehow this is not an important issue or not an issue that should be inquired into, frankly, we disagree with and 
we want to make sure that we get to the bottom of every single argument around this. Members will find, and I am 
slightly surprised by the commentary of some members opposite on this, that in the broader community a lot of 
people do not like it, hence the policies in New South Wales, South Australia and Victoria. For instance, if I were 
to go to Geraldton—the member for Geraldton is not here, perhaps judiciously—or the electorate of the member 
for Moore, I find every time I am there and I go on talkback radio I get questions about fracking in the midwest 
and northern wheatbelt.  

Mr W.R. Marmion: One hundred per cent of the council of the Shire of Irwin are in support of it.  

Mr M. McGOWAN: Okay, all I am saying to members is that they will find that in that part of the world, there 
is a lot of disquiet. The member might disagree with that but he will find there is a lot of disquiet.  

If members go to the Kimberley, particularly in light of what occurred with James Price Point and how that was 
managed—very badly—they will find there is disquiet in the Kimberley about these things. We have taken the 
view, in opposition and in government, to make sure that no stone is left unturned and no argument is left 
unexplored because if we do not do these things right, we will end up with a potentially huge community disruption 
and disquiet out of these events, and often poor policy outcomes. That is the view we have taken. 

There have been inquiries; an upper house committee looked at the matter. Members opposite are right, I do not 
know whether Hon Simon O’Brien chaired it but someone did, and it found that subject to certain conditions, it 
has some prospect of proceeding, as I recall. We took the policy to the election that an upper house committee 
reported but we will do a full scientific inquiry not controlled by politicians or by anyone who is partisan or 
anything of that nature—independent of us. That is the process that is going on. It is probably in the interest of the 
oil and gas industries of Australia and certainly Western Australia that this occur. Although that might result in 
delays or issues of that matter, I am not pre-empting it; it is in their interests that it occur and it is in the interest of 
the community that that occur. I went to the member for Bunbury’s electorate for the cabinet meeting a few months 
ago to be confronted by 200 people out the front of the venue protesting about fracking. If members opposite think 
that we can somehow skate through these policy issues and ignore often-held community sentiments without doing 
all the work possible and making sure every single argument is explored, I think they are wrong. That is the 
position we have taken which, as I said, is in the interests of mining oil and gas, conservation and the community. 
Although the opposition indicates that that is a risk, that is the position we have taken.  

Were the government of Western Australia to come out and endorse hydraulic fracturing, I would not be surprised if 
members of the Liberals and Nationals in this Parliament came out and opposed that policy. I would not be surprised.  

Mr W.R. Marmion: You don’t just endorse the prospecting, you actually endorse the project, and so if there was 
fracking in an area that is sensitive it would not get approved. The EPA has got a good system in place now.  

Mr M. McGOWAN: Remember also that the chair of the EPA is the chair of the inquiry. As members know, if 
somebody wanted to put in place a fracking project or the like, they would probably have to get some sort of level 
of environmental assessment. At least the EPA is fully across and fully aware of all the arguments were the fracking 
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moratorium to be lifted at the end of this process. We are applying the appropriate level of due diligence; we are 
not pre-empting it. I am not saying it will or will not be improved; we are awaiting the outcome of the inquiry that 
will, as I indicated, be very persuasive.  

Some people indicated that there is a sovereign risk here. This state agreement is being terminated at the urgings 
of, and subject to the agreement of, both parties. Both parties asked for this. As members know, contracts can be 
terminated for a range of reasons, but one of them is by agreement, and this is one such contract. We are following 
long-established processes under state agreements and the law. I think that largely deals with the argument that 
the member raised. 

I am not pre-empting the inquiry on the matters of compensation and the like either. The report will come down 
and the government will make its policy decision. Mining leases that might have been granted are an issue for 
another day pending the government’s decision post the inquiry. The member might have raised the matter of the 
south west and I think it is an issue of some moment. We said no fracking in south west Perth and Peel and we banned 
it in those areas. I will tell members why. Exploration licences over the Swan Valley and Bunbury were sought, and 
at one point—this is not covered by this—one company sought an exploration licence over the Pinnacles. 

Ms L. Mettam: The exploration licence over Bunbury was not for fracking. 

Mr M. McGOWAN: My understanding is that it was. A Chinese company wanted a licence for fracking around 
Bunbury. Maybe we will explore that later. As I indicated, we said that we are not allowing fracking in south west 
Perth and Peel because of the intensive agriculture and population in the area. If the Liberal Party wants to oppose 
that and that is its policy at the next election, it can take that forward. I look forward to the debate. 

Mr W.R. Marmion: No minister would approve mining of the Pinnacles. It would not get approval. 

Mr M. McGOWAN: It certainly will not under us. The opposition is pro fracking in Margaret River. When 
members opposite talk about sovereign risk or whatever, they have to remember that when they were in 
government, they unilaterally banned coalmines. I do not really understand how they can run one argument one 
way and one argument another way. 

Several members interjected. 

Mr M. McGOWAN: Hon Norman Moore brought in regulatory changes that outlawed coalmining in the vicinity 
of Margaret River. We did not oppose that, but that is what the then government did. 

Mr W.R. Marmion: I think you mean section 18. 

Mr M. McGOWAN: It was not an Environmental Protection Authority decision. He did it. In any event, that is 
the policy that the Labor Party took to the election and upon which it was elected. My understanding is—it was 
set out in my second reading speech—that the issues surrounding Mitsubishi and Buru Energy were largely around 
commercial arrangements changing to reflect the native title holdings of the parties and the process around the 
securing of native title in the area. Mitsubishi Corporation has had some success with the Noonkanbah area, and 
some native title resolution issues are still outstanding on the remaining four or five exploration leases in which 
Buru is interested. That is the large reason behind it. I have no doubt that some of the companies wish that we were 
not going through this procedure. Perhaps Buru and Mitsubishi do not want it to be occurring, but I do not recall 
either of them raising it with me. It is in everyone’s interests that we resolve the policy issues and the community 
angst and concern once and for all before we make an informed decision on how we proceed. 

The Liberal Party’s eastern states colleagues have led the charge against fracking. I understand there are different 
debts and the like and all those sorts of things. At the end of the day, a lot of people in the community hear 
“fracking” and are instantly opposed. We want to make sure that we have the right policy approach in the interests 
of everyone—industry, conservation and community—in this process. Maybe the opposition leader referred to the 
Kimberley. It is a big, broad, amazing part of the world, but just remember that there is a very bruised community, 
particularly in Broome, over what occurred with James Price Point. There is sensitivity in that part of the world 
around these issues. We want to make sure that we do this thing right and avoid some of the problems that were 
generated by some very bad processes around James Price Point back in 2009, 2010 and 2011, which caused 
absolute mayhem in that community. This initiative is all about doing this right. At the end of the day, the 
legislation we have introduced reflects what the companies have asked for and what they have agreed to, which is 
the normal process with a state agreement. 

Question put and passed. 

Bill read a second time. 

Leave denied to proceed forthwith to third reading. 
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Consideration in Detail 

Clause 1: Short title — 

Dr M.D. NAHAN: I raise this matter because the title refers to the termination of the agreement and I would 
like to explore and get some information from the Premier about the impact of the termination. The state 
agreement had some really positive outcomes for the state and I want to know, in terminating this, has the 
government put in place other agreements, requirements or understandings with the proponents that will achieve 
those objectives, such as the sustained operation of domgas, in any other way? The agreement act specifically 
focused on developing a domgas facility. It also aimed to encourage the accelerated exploration of natural gas 
in the area, promote industrial development in Western Australia generally and promote energy security. 
In terminating this agreement, is the government replacing it with anything that achieves those commonly 
agreed objectives?  

Mr M. McGOWAN: Can I clarify, Madam Acting Speaker, that clause 1 is the short title of the bill; it is the name 
of the legislation. I would have thought that a clause further on would be more appropriate to discuss the issues 
raised by the Leader of the Opposition. I can discuss the name because it is about natural gas and it is the 
Natural Gas (Canning Basin Joint Venture) Agreement (Termination) Bill. Debate on name of the bill is normally 
not the place to discuss more substantive issues; they are discussed further into the bill. I am more than happy to 
go into those substantive issues further on. 

Debate adjourned, pursuant to standing orders. 
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