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ECONOMICS AND INDUSTRY STANDING COMMITTEE 

Tenth Report — “The Compilation of the WA Gas Statement of Opportunities” — Tabling 

MR I.C. BLAYNEY (Geraldton) [10.19 am]: I present for tabling the tenth report of the Economics and 
Industry Standing Committee, entitled “The Compilation of the WA Gas Statement of Opportunities”. 

[See paper 4853.] 

Mr I.C. BLAYNEY: In January 2016, the DomGas Alliance wrote to the committee expressing concern about the 
information contained in the “Gas Statement of Opportunities”, or GSOO. The alliance asked the committee to 
conduct an inquiry into the compilation of the GSOO, paying particular attention to the powers available under the 
rules to allow the compiler to gather the necessary information. The inference here was that either the powers under 
the rules were not adequate or they were not being sufficiently exercised. At that time the committee was in the 
middle of a major inquiry into growing Western Australia through innovation and was not able to consider this 
request. It was not until August that we could turn our minds to this issue. 

To help determine whether a formal inquiry was necessary, the committee held some hearings to gather 
background information from the DomGas Alliance; the Australian Energy Market Operator, or AEMO; and 
Wood Mackenzie. Subsequently, and given the limited time remaining in this term of Parliament, the committee 
decided to review the information provided and make a report to the house. The committee received 
correspondence from the Australian Petroleum Production and Exploration Association and Santos, but this was 
received after the committee had finalised its report and was not able to be considered. The committee has placed 
this correspondence on its website for those who are interested in following it up. 

The GSOO was introduced as a response to two major disruptions to WA’s natural gas supply in 2008—being at 
the Karratha gas plant and the Varanus Island facility. The GSOO is intended to provide domestic gas market 
information and assessments on the state’s medium and long-term natural gas supply and demand. The 2015 
GSOO is the fourth, with the first being published in July 2013. The next GSOO is due on 16 December this 
year. In the GSOO there are two opposing views on the domestic gas supply estimates to 2025. The 
DomGas Alliance argues that there will be a shortfall of gas, while the GSOO indicates an oversupply. At issue, 
then, is the accuracy of the GSOO, with significant implications for government policy and for industry if it is 
not accurate. The committee’s focus was on the rules under which AEMO gathers information for the GSOO and 
whether AEMO applies the rules appropriately. Importantly, there was agreement across the board that the rules 
are sufficient. It is also important to note that AEMO recognised the need for improved consultation with 
stakeholders and improved transparency about the assumptions informing the GSOO. 

A number of assumptions underpin the GSOO, and the committee focused on two of these—a producer’s 
willingness to supply and whether domestic gas will be supplied at anything less than LNG netback price. What is 
perhaps not well understood is the fact that under the Western Australian domestic gas policy and state agreements 
on natural gas, producers are required to reserve a percentage of LNG production for domestic gas and show 
diligence and good faith in marketing; that is, the obligation is on marketing rather than supplying. It seems that the 
willingness to supply is a willingness to supply at a price, and the committee questioned whether or not producers 
would sell into the domestic gas market at a price that is less than LNG netback. The evidence shows there is 
a difference of opinion on this question. Nevertheless, the committee’s view is that producers will sell into the 
domestic market when it is commercially viable to do so, even if this means selling at less than LNG netback. 

Ultimately, the committee is not in a position to say whose forecast is accurate—the DomGas Alliance, or the 
AEMO. I am not sure that anyone can. These forecasts are produced for different purposes and their accuracy 
depends on the assumptions that form their base. Again, it is vital that there is a high level of transparency 
around these assumptions. Ideally, the committee would have preferred to undertake a more extensive inquiry, 
particularly as the next GSOO is due next month. As a reliable domestic gas supply is vital to Western Australia, 
the committee encourages the Economics and Industry Standing committee of the fortieth Parliament to consider 
further scrutiny of the compilation of the GSOO. The committee’s report includes a number of issues that might 
usefully be addressed in any inquiry in the next Parliament. 

The ACTING SPEAKER: Excuse me, member. Members for Butler and Hillarys, I can hear your conversation 
up here. Could you please take it outside or really hush your voices; thank you. 

Mr I.C. BLAYNEY: The areas that the committee considers the incoming committee could look at are the way 
in which the Department of State Development monitors and reports on producers’ compliance with their supply 
and marketing obligations under the Western Australian domestic gas policy and/or state agreements; what 
consideration government has given to the significant differences in the supply forecasts, and whether there is 
any level of complacency in government in relation to the forecast oversupply of domestic gas, particularly given 
the potential for demand destruction; the need for greater transparency on domestic gas agreements that are not 
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subject to state agreement acts so as to provide greater certainty and accuracy in forecasts; the likelihood that the 
Western Australian domestic gas market can operate as a competitive market; the way in which government 
monitors the performance of AEMO as the compiler of the GSOO and the accuracy of the GSOO; and the 
possible need for AEMO to develop a more formal annual process for gathering information for the GSOO. 

The incoming committee could also look at whether the GSOO could usefully include commentary and insight 
on how the Western Australian market compares with markets in other states; place greater focus on the 
availability of gas for existing industrial users and consider the potential for demand destruction associated with 
uncertainty about the availability of future gas for those users; provide insight into spot and future market pricing 
in the WA gas market, as it does in other states; include commentary on the potential future role of gas in an 
energy market for which renewable sources are likely to play an increasingly significant role; include 
commentary on the market price of gas in WA and possible movements in domestic gas pricing over the forecast 
period; and include an assessment of the accuracy of previous forecasts and an explanation of any variation 
between the forecast and the actual level of gas supplied into the market. 

With that, this committee has done a lot of work in the gas area over the last four years. I would like to thank the 
industry for being friendly and helpful. It is incredibly advanced technologically and totally professional. I also 
thank again my fellow committee members, Hon Fran Logan, Hon Terry Waldron and Jan Norberger, MLA, 
and, for a while, the member for Moore, Shane Love, MLA. I would like to again thank my staff for their totally 
loyal and professional service, being Dr Loraine Abernethie and Mr Michael Burton. 
MR J. NORBERGER (Joondalup — Parliamentary Secretary) [10.27 am]: I also rise to add a very brief 
comment, if I may, to the tabling of the tenth report of the Economics and Industry Standing Committee, entitled 
“The Compilation of the WA Gas Statement of Opportunities”. I do not intend to speak very long. I think our 
illustrious chair has summed it up quite well. It is quite refreshing that this is the thinnest report we have been 
able to produce, considering the first one we did was so big that it required two volumes and was quite literally 
a doorstop. It is a new era for us to be brief and concise. It is interesting that the very first inquiry this committee 
did in the thirty-ninth Parliament was into gas and that the very last report we are handing down in this 
Parliament is about gas. That is certainly even more interesting when we consider that part of the genesis of the 
“Gas Statement of Opportunities” was a recommendation from the Economics and Industry Standing Committee 
of the previous Parliament. In many ways, the fact that this committee in particular, be it in previous Parliaments 
or this one, has spent such a considerable amount of time looking at our gas industry is testament to the 
significance of that industry to Western Australia and certainly its ongoing significance as we look into the 
future. As the chair has pointed out, in this instance the committee probably ran out of time in this Parliament to 
go any deeper into this issue. We were keen to do some groundwork and investigation into the concerns raised 
by the WA DomGas Alliance, and I am grateful for the work that we did get to do. It highlighted that it is 
sometimes hard to make a judgement call when it comes down to different perspectives, assumptions and the 
like. We believe there is an opportunity for the Economics and Industry Standing Committee in the next 
Parliament to have a close look at this issue again. It will certainly have the benefit of being able to look at the 
2016 “Gas Statement of Opportunities”, something we did not get the chance to do due to time constraints. 
I want to note also, given this is probably the last time I will be on my feet in this Parliament on committee work, 
that I am very, very grateful to this committee — 
Several members interjected. 
Mr J. NORBERGER: I intend to be here, do not worry; this is not a valedictory speech. 
I have thoroughly, thoroughly enjoyed my time on this committee. I have not had any other experience on 
committees to compare it with; I am in my first term of Parliament but it has been a fantastic experience. As 
I think I have noted before, I always proudly tell lunch guests and visitors to Parliament that on our committee, 
there has never been any dissension among committee members. In fact, we have never had to put anything to 
a vote as such. The Economics and Industry Standing Committee comprises members of the Labor Party, the 
National Party and the Liberal Party and we worked together collaboratively and professionally in agreement. 
I suppose, in part, it is because we are dealing with macro-level issues where, as proud Western Australians, as 
we all are, it was reasonably difficult to disagree because we all love our state. Sometimes we differ in our 
opinions on particular issues and saw different solutions for problems but certainly, as members of the 
Economics and Industry Standing Committee, we have worked very collaboratively and I sincerely thank my 
fellow committee members and our illustrious chair, the member for Geraldton, Ian Blayney. I have no-one to 
compare you with, Ian, and until I do, I reckon you are pretty good as a chair. I may change my opinion later. 
The deputy chair, Hon Fran Logan, is a very cool guy to work with on a committee. I often joke that in many 
ways he and I are philosophically so far apart that I think we have come full circle and met again! We are so 
diversely different that we have given up trying to convert one another and we just get along, but he is a very 
lovely person to be on a committee with. Peter Tinley, the member for Willagee, known in other parts of the 
world, is an outstanding man, whom I will say I have a lot of respect for. I believe he may have joined the wrong 
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political party, but that is okay. He made me feel very left-wing on most days. I have thought, “holy moly”! He 
is a highly intelligent, very, very capable person, whom I have learnt a lot from and I want to thank him also. 
Member for — 
Mr T.K. Waldron: Wagin. 
Mr J. NORBERGER: Thanks, Tuck—with permission. The committee has been better off—just—through 
having the pleasure of his company. I know he will be giving a valedictory speech and we will wish him all the 
best in that. Thank you very much for trying to bring discipline and decorum to the committee, which he has 
tried to do to the best of his ability with his system of fines. Thank you very much. Obviously, prior to that the 
member for Moore was a member. 
It would not be the committee it is if it were not for the outstanding secretariat of Dr Loraine Abernethie and 
Michael Burton. They had a mammoth task keeping us on track, on time and at the right location on the right 
days, but they did a sterling job. There is always room for improvement: it would be nice to have hot sausage 
rolls instead of cold ones, and a window seat on occasion would not be too much to ask either, I would have 
thought. But we thank them very much. As I said, I wanted to express my gratitude in my introduction to 
the committee side of work within the Parliament, to all the people we met—Ian mentioned the various 
industry groups — 

The ACTING SPEAKER (Mr P. Abetz): Member for Geraldton. 
Mr J. NORBERGER: — and oil and gas is obviously an industry we spent some time on. It is a highly 
technical, fascinating industry and its representatives were very gracious in the way they assisted the committee 
to learn and be part of what they are developing. Thank you very much. I commend the report to the house. 
MR P.C. TINLEY (Willagee) [10.34 am]: I will join the bromance if members like, but I will be less generous 
with my comments! I thank the member for Joondalup for his comments. 
Ms L.L. Baker interjected. 
Mr P.C. TINLEY: As the member for Maylands said, we need to get an Economics and Industry Standing 
Committee room. 
This is yet another report from the Economics and Industry Standing Committee on gas, which we would expect 
an economics committee of the Parliament of Western Australia to circle around as a subject for a significant 
part of its time, among the other resources sectors. The only comment I make broadly about this is that, as other 
members, including the chair, have said, it is probably before its time. The transition of “The Compilation of the 
WA Gas Statement of Opportunities” from its first published report in 2013 across to the Australian Energy 
Market Operator has not had enough time to settle down or to assert its influence. We spent some time in the 
committee questioning AEMO’s processes and methodology by which it goes about its business. I, personally, 
and I think other committee members, detected that it is yet to settle on the areas it feels will really add value to 
its report, principally around the assumptions of the price stack, if you like, that forms the LNG netback price. It 
relies significantly on the transparent production of those figures from the producers. I suspect there is a little 
more work to do to give the market absolute certainty around GSOO’s assumptions. We are all quite clear that 
the 2015 forecast of an oversupply of domestic gas through to 2025 did not provide certainty to the industry, the 
market and anyone trying to grow new industries in Western Australia. I also would like to think, as other 
members have said, that a future committee, potentially of the next Parliament, will be directed by this house to 
look more thoroughly at gas pricing. We are coming up to a significant anniversary, certainly since the 
Varanus Island explosion and subsequently the Gas Services Information Act 2012. There might be a time in the 
next couple of years when this Parliament, through this committee, can get a better handle on how domestic gas 
pricing is working, particularly in the context of developing industry. Let us not forget that the principal reason 
for domestic gas reservation policy—developed during the Gallop–Carpenter governments and delivered by 
a Labor government—was to ensure we had enough energy supply for industries to grow in Western Australia, 
and that we are in some ways, if not generally, inoculated in part from the global energy pricing movement. 
The world has moved on a fair bit, particularly with the advent of renewables into this space, and we will deal 
with the extension of the Oil Refinery (Kwinana) Agreement Amendment Bill 2016 later today. This will all 
feed through liquid fuels, and in that scenario it will feed into the general energy security circumstances that 
Western Australia must consider. One of the things a strong, transparent domestic gas supply must contribute to, 
in my view, is the fuel switching opportunities that any industries or enterprises might want to take. If any 
enterprise using fossil fuels could in some way—notwithstanding the implications when the infrastructure is near 
their operations—switch to gas, it would significantly benefit their operations through cost efficiency and would 
ensure they were adapting and adopting all the latest technology. 
That is much as I would like to contribute to the tabling of this report, other than to say again that it was a very 
enjoyable committee. We are coming to the close of this Parliament. We have one or two minor things to do as 
a committee, but this is the last time we will be on our feet, presenting something to Parliament. I would like to 



Extract from Hansard 
[ASSEMBLY — Thursday, 10 November 2016] 

 p7868b-7873a 
Mr Ian Blayney; Mr Jan Norberger; Mr Peter Tinley; Mr Fran Logan; Mr Terry Waldron 

 [4] 

think that through the term of this Parliament and my participation along with other colleagues on that committee 
that we have made a contribution to the thoughtful policy development of Western Australia. Certainly, the 
floating liquefied natural gas inquiry—slightly before its time—will provide a very good baseline for 
measurement of future development of the FLNG industry. I particularly enjoyed the innovation inquiry that we 
just completed and thought it made a great contribution, principally because at the outset the ambition to deliver 
meaningful, actionable recommendations to government. I note that today the minister handed down the 
government response to that inquiry and that the majority of those recommendations were supported in principle; 
maybe one or two recommendations were not supported. We either set the bar too low or set it exactly where it 
needed to be to identify the future needs of Western Australia’s growing innovation sector. 
I would like to thank the committee members for their time. I would, of course, also like to thank the committee 
staff, Mr Michael Burton and Dr Loraine Abernethie, who provided constant support to the committee and very 
well measured, well thought out recommendations to everything from the redaction of minutes to the inclusion 
of recommendations, and even the modification of terms of reference when that was needed. I thank members 
for their time. 
MR F.M. LOGAN (Cockburn) [10.41 am]: I rise to add a few words about this report and also go on the record 
to thank my fellow committee members for not only their contributions to the great work the committee has done 
over the last four years, but also their companionship and colleagueship, working together positively and 
effectively in producing the reports. Of course, I would like to thank Ian Blayney, the member for Geraldton and 
Chair of the Economics and Industry Standing Committee. Ian has always been a very generous and great chair. 
Ian has been a very, very good chair, because he kept the committee going and kept pushing us along. He 
stopped it being sidetracked by various things. I will not refer to the member for Willagee about being 
sidetracked because we could go on about that for a long time. However, Ian kept the committee — 
The ACTING SPEAKER (Mr P. Abetz): Member, I just remind you to refer to the member by his electorate 
rather than his first name. 
Mr F.M. LOGAN: Sorry. The member for Geraldton kept the committee directed and made the committee 
experience very pleasurable for the last four years. I also thank my colleagues the members for Willagee, 
Joondalup and Wagin. I thank the member for Joondalup for the kind words he put on the record about working 
with his colleagues. I must admit that it was illuminating to see the member for Joondalup suddenly move from 
having what could have been seen as an economic rationalist view of the world to clearly one of a left-winger 
who is completely upset with the way in which Western Australia is being treated by these oil companies. 
Mr P.C. Tinley: He had the nickname “Comrade”! 
Mr F.M. LOGAN: That is right! On the committee, the member for Joondalup was our comrade. He was 
ferocious in his inquisition of — 
Mr W.J. Johnston: You had four socialists on the committee—the member for Wagin as well! 
Mr F.M. LOGAN: That is right. We had a rural socialist in the member for Wagin. We had two rural socialists, 
actually! 
Mr J. Norberger: I never stood a chance! 
Mr F.M. LOGAN: It is a very left-wing committee, Mr Acting Speaker. The member for Joondalup was 
ferocious in his questioning of these multinational oil companies, but we got the information that we really 
needed—that is, the truth about any contributions that these organisations could make to the economic 
development and benefit of Western Australia. 
The committee undertook a number of great inquiries and its members should be proud of what it has done. 
There were two FLNG inquiries. One was about the economic benefits of FLNG to Western Australia, of which 
there are effectively none, as I have said before. I do not care what people say about the trickle-down effect of 
the benefits of FLNG; there are none. Let us be blunt about this: there are no benefits to Western Australia. 
There are plenty of benefits to the commonwealth and none for Western Australia. That inquiry was a very, very 
helpful inquiry and one that has been recognised by the industry as a classic historical description of how the oil 
and gas industry has developed in Western Australia. Then there was the safety inquiry about FLNG. It did not 
look at just FLNG; it looked at safety in the oil and gas industry generally in Western Australia. That report is 
being used as a model for oil and gas companies; is that not right, member for Geraldton? Shell Australia issues 
that document to its new employees to give them an overview of the history and the problems associated with 
safety in the oil and gas industry. It has become a working document, which is a fabulous outcome for any 
committee of Parliament. Then, of course, there was the inquiry into the grain freight network, which was 
a pièce de résistance, particularly for rural members. Through the persistence of the committee, and particularly 
through the persistence of the chair, we eventually got on the public record information that had been 
deliberately held back by various Ministers for Transport, who refused to release that financial and economic 
information about the cost to the livelihood of farmers in Western Australia. We got that information out on the 
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public record and everyone has benefited as a result. Pressure has been put on Brookfield to be far more open 
and transparent in its dealings with farmers and the companies that use the freight rail network. That is as a result 
of the committee’s work and, I must admit, the pressure applied by the chair, the member for Geraldton. 
The committee’s information and communications technology inquiry was also illuminating about the practical 
things that can be done to diversify the economy of Western Australia and get start-up companies, such as those 
in the ICT industry, off the ground. One of the recommendations of that inquiry’s report is going through 
Parliament right now in the form of the venture capital bill, which deals with the changes to the financial 
legislation about the flowthrough of shares. That is a recommendation directly from our committee. 
Finally, I come to the report that is before the house today, titled “The Compilation of the WA Gas Statement of 
Opportunities”, otherwise known as a GSOO. If it were not for the domestic gas reservation policy being in place 
today in Western Australia, companies in WA would be facing the same problems as those in the eastern states are 
facing right now. We would have gas shortages and major price spikes. We would be facing the same situation as 
companies in New South Wales, Queensland and Victoria are facing, had it not been for the foresight of the 
Carpenter government to put into place the domestic gas reservation policy. That was recognised by everybody on 
the committee as well, on the basis that the government supports the gas reservation policy. It has been a good thing 
for Western Australia. I put it to you, Mr Acting Speaker, that it is constantly under challenge. Even in the 
submissions to this inquiry, over and again the domestic gas reservation policy was constantly being challenged by 
the LNG companies, which simply want to take all of Western Australia’s gas, LNG it and ship it offshore, because 
in certain markets they can get much higher prices for that gas that they can in Western Australia. 
Mr W.R. Marmion interjected. 
Mr F.M. LOGAN: That is right. As the minister just said, the commonwealth constantly wants to undermine 
our domestic gas reservation policy because it wants to grab more money. That is basically why it wants to do it. 
The report itself, like the floating liquid natural gas inquiry, is an important report done on the basis of 
complaints and criticisms from what was the Independent Market Operator, which is now the Australian Energy 
Market Operator, about the way in which they develop the gas statement of opportunities, which predicts how 
much domestic gas will be available at any one time. The DomGas Alliance has been quite right to criticise the 
GSOO assumptions, because many of those assumptions were based on the capacity of the domestic gas plants 
to make gas—not how much gas actually went through them but the total volume that could be made, processed 
and put into the pipeline. The AEMO said, “Look, there is plenty of gas available. Look at how big these plants 
are. That’s how much gas they can process and put in the pipeline.” It never actually went to the gas processing 
plants to see how much gas was actually going through and using that volume to predict how much would be 
available in the future. Of course, domestic gas users said, “There’s just not enough. There is going to be 
a shortage in the future. We will get price increases.” Basically, the upstream players—mainly multinationals—
are taking all the gas, LNG-ing it and shipping it offshore. That was basically the DomGas Alliance’s complaint. 
It is exactly what is happening in Queensland at the moment. The DomGas Alliance and others pointed to 
Wood McKenzie, the global energy analyst, and its data on how much gas would be available in the future for 
domestic gas in Western Australia and I think it was right. 
MR T.K. WALDRON (Wagin) [10.51 am]: I will be fairly brief with my comments because the chairman and 
members of the committee have covered it well. I want to highlight a couple of things. I agree with the member for 
Cockburn about the domestic gas reservation policy of the Carpenter government. I agreed with it at the time. 
I thought it was a really good move and I think it has proven to have been so. Well done! That policy should stay. 
I want to highlight the importance of ensuring that the gas statement of opportunities contains accurate, reliable 
and up-to-date information from the producers. It is essential for government policy and for WA business to 
have as accurate a picture as possible of the state’s domestic gas market. It was promising that the 
Australian Energy Market Operator, AEMO, acknowledged the need for transparency of its assumptions before 
us. It has committed to improving its transparency in future GSOOs. That is a good thing. 
I think everything else has been said. I want to say that it has been terrific to be part of the committee. I applaud 
the work of the committee. I have only been on the committee for the last 20 months; it did a lot of work before 
I became involved. It was obvious to me that the committee members, through the work they had done, had 
gained a lot of knowledge in the gas and oil area. I want to congratulate them for the work that they did. I really 
enjoyed being part of the report we did on innovation. I learned a hell of a lot during that report. I think it was 
a really good report. It was good to see the government’s response to that report today. I want to thank the 
Chairman, the member for Geraldton. He has done a great job and his leadership and his knowledge in the area 
has been really outstanding. I congratulate him for the job he has done. Our Deputy Chair, the member for 
Cockburn, has fantastic knowledge in the innovation area we did and in this gas and oil area. I continue to learn 
from him. Well done to the member for Cockburn for his support of the Chairman too. My fellow members, the 
member for Joondalup and the member for Willagee, were, once again, fantastic contributors to the committee. 
There are different personalities and different styles on the committee but that is what made it a good committee. 
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I also acknowledge the member for Moore. The member for Moore is a bit of a character, but he is a very smart 
bloke underneath it all. 
Mr P.C. Tinley interjected. 
Mr T.K. WALDRON: If there is someone called Brown, he gets called “Brownie”. The member for Moore is 
Ronald Love; I just call him “Lovie” and we get on very well! Well done to the member for Willagee and the 
member for Joondalup. Dr Loraine Abernethie and Michael Burton provided outstanding support and had 
fantastic skill and knowledge. Above all, the great thing about committees is that it is a great time to get together 
with members of Parliament from all parties and work together with skilled people from the committee’s office. 
I have always enjoyed it and I certainly enjoyed the role this time. I want to congratulate the committee. I think it 
was a very good committee over the term of this Parliament. 
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