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BARROW ISLAND BILL 2003 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR M.W. TRENORDEN (Avon - Leader of the National Party) [7.05 pm]:  The National Party supports this 
Bill.  I will refer to the issues we particularly want to raise but I will not go through the full length of the debate.  
Some aspects of the Bill have already been spoken about.  We note that no more than 300 hectares of the island 
can be developed without parliamentary approval.  The petroleum lease for oil production on Barrow Island was 
first granted in 1966.  ChevronTexaco Australia Pty Ltd proved it was very environmentally responsible long 
before it became trendy.  In fact, I will go so far as to say that we are lucky it was operating on the island 
because it performed a better service than did the Department of Conservation and Land Management.  It 
managed far better than CALM did on the other islands.  I do not particularly want to pick on CALM.  However, 
the facts are that CALM did not have the resources to look after assets like that.  It is pretty ordinary that some 
who have participated in the debate that has occurred in the State cannot give recognition where recognition is 
due.  People should compare the conditions of the islands surrounding Barrow Island and the condition of 
Barrow Island.  It is an absolute nonsense to then question ChevronTexaco’s ability to look after that island.  We 
are lucky that the island is in the condition it is.  Its flora and fauna can be used to restock and re-establish the 
flora and fauna that was on the other islands before cats, rats and all the flotsam and jetsam of the human race 
unfortunately visited them.  I make it very clear that the National Party and I are not amongst those who criticise 
ChevronTexaco’s activities on that island.  It should be congratulated.  As I have already said, it was protecting 
the island long before it became trendy to do so, and long before a regulatory program was in place.  My belief is 
that that should be recognised.   

The joint venturers have committed to allow three CALM officers on the island during construction.  That is 
fine.  I have no objection to that.  Those officers will obviously do a job while they are there; however, they will 
be able to do that job because money has been supplied by the project.  Two officers will work on the island 
once the project is up and running - hopefully, it will get to that.  That is more than CALM was able to commit 
to prior to this agreement.  

I also wish to talk about the greenhouse gas issue.  The reinjection of carbon dioxide into the island is a core 
plank of the agreement.  That process is new to these agreements.  In fact, if the reinjection of carbon dioxide 
were not part of the process, Australia’s greenhouse gas emissions would increase some 50 per cent.  Is that 
right, member for Vasse? 

Mr B.K. Masters:  They would increase significantly.  I cannot give you the exact figure.   

Mr M.W. TRENORDEN:  It would be a very substantial increase.  The capacity to use emerging technology and 
put the carbon dioxide under the ground is important.  However, we need to recognise that it is new technology.  
According to our briefings from the Minister for State Development’s office and ChevronTexaco, the impact on 
neighbouring leases and operations should be taken into account.  It is important that these gases are monitored 
as they are reinjected into the ground.  Many people far more qualified than I say that is the way to go; therefore, 
I will back it.  We also want to make sure that the neighbouring leases and operations are kept informed of every 
development.  The other point that should be kept in mind is that it is not only the Gorgon project that will now 
or into the future inject gases into the soil or deep underground.  Existing operators will also be able to do that.  
That is an extra benefit of the project.   

The National Party also approves of the creation of the Barrow Island Coordination Council.  That is a simple 
mechanism that will have the capacity to allow the joint venturers to operate that community without a great deal 
of red tape.  Both the state agency and ChevronTexaco Australia Pty Ltd are happy with that arrangement.  It 
brings in the current operators, who are a slightly different legal entity from the new joint venturers, so that 
process also has our approval.  

On the local content obligations, I share some of the views that were expressed earlier about what will happen.  I 
feel some pain for the Ashburton Shire Council.  It will be of concern to that council that it has a project such as 
this so close to it but will gain little benefit from it.  This project will operate out of Tom Price.  The Ashburton 
shire is the local government area that is closest to this new project.  I know that the council is concerned about 
the fact that it will get little benefit from the process.  The minister is squinting.  Most of the activity will come 
out of Karratha and involve fly in, fly out arrangements, which is obviously a part of the process.  We know that 
the airstrip on the island will be developed.  Most of the operators will come to the area under a fly in, fly out 
arrangement, but at least, as is standard in agreement Acts, there is an obligation to use local content.  We 
recognise that that is in the legislation.  Local content will be used only to the extent that it can be used.  I am 
hopeful that people in the shire will benefit, as I know quite a few people who work in that part of the world.  
Many people from the wheatbelt gravitate to that part of the world.  I hope that as much local content work can 
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be obtained as possible.  I recognise that those obligations are in the agreement.  I agree with some of the earlier 
statements that it is likely that it will be difficult to source much of the work force from the Pilbara.   

Mr L. Graham interjected.   

Mr M.W. TRENORDEN:  The member for Pilbara will have his say in a moment.  I note with interest that this is 
the first state agreement that I know of that changes the agreement with local government.  That will be settled 
outside the Act.  With the last state agreement that came before this House, which was the Austeel agreement, 
the member for Pilbara proposed an amendment and the National Party proposed a slightly different amendment 
to support local government.  That is a position we continue to hold.  I am not sure how this will turn out in 
terms of what local government will get out of it, but I understand from briefings with the government agency 
and ChevronTexaco that the council is expecting to get something that is based on unimproved rating, which the 
member for Pilbara might be able to inform me is not much different from what it has been in the past.   

Mr L. Graham:  No.   

Mr M.W. TRENORDEN:  That would give us some pain.  I have just come back from the federal conference of 
the National Party.   

Mr B.K. Masters:  No, the Nationals.   

Mr M.W. TRENORDEN:  The member for Vasse is correct.  The state party is not yet called that, because we 
have not moved to make that change.  The National Party is not a totally affiliated body; the state bodies are 
independent entities.  The member is right and the state party will be called the Nationals.   

During the federal conference we moved a motion to attempt to get better resourcing or recognition for local 
government in this process.  Whether out of royalties, rent resource tax or whatever the process is, we are keen to 
see a better deal for local government.  That does not necessarily have to come out of a greater cake.  Depending 
upon the project, we should look at those things.  It is interesting to note that the state agreement to which 
ChevronTexaco has agreed has a different arrangement from all previous state agreements.  It will be interesting 
to see how that develops over the period of the agreement.   

One other issue that I feel very strongly about and which the National Party questioned both sides about is 
domestic gas obligations.  I am concerned that, politically, we have missed the boat.  One of the problems we 
will have, particularly in this Parliament when speaking about Western Australia, is that Western Australians 
will feel that they will get little out of such a massive, world-class project.  It is a substantial resource.  It will 
possibly operate for up to 100 years, depending on the depth of the resource.  There is no question that only a 
portion of the field has been reasonably identified and that the possibility is that the biggest portion of the field is 
yet to be fully recognised.  It is an enormous resource.  What will Western Australians get out of it?  A theorist 
may say that the State will pay a resources rent tax, a royalty or some other payment from which all Australians 
will gain, but it is pretty hard to convince the person on the street in Western Australia that he will get a direct 
benefit from that process.  It is very abstract.  It certainly comes from somewhere in the distance.   

One other issue that I took to the federal conference and which was accepted was that National Party members in 
this State are very concerned about a levy being placed on autogas and also about the lack of competition in this 
State in liquefied petroleum gas.  One part of the proposal for the state agreement was that a marketing arm must 
be immediately developed in the process.  The briefing notes state -  

. . . to actively market Domgas (including investigate proposals for using gas for petrochemical 
feedstock). 

Australia is about 60 or 70 per cent self-sufficient in the use of petrol and probably a bit less in diesel, but it 
could be 100 per cent self-sufficient in the use of gas.  I will not argue, even though there is an argument, about 
the environmental benefits of that process.  I am more concerned about Western Australians being able to have 
the opportunity to participate in that massive asset through the use of autogas, domestic gas and industrial gas 
and, hopefully, through the development of a heavier form of autogas for use in prime movers and the like.  That 
enormous resource is about 1 500 or 1 600 kilometres from Perth, and perhaps a maximum distance of 2 000 
kilometres from most Western Australians.  Such a move would bring Western Australians more clearly into the 
process and make them more enthusiastic about this project.  The average Western Australian gets excited when 
we talk about $25 billion in sales to China from the North West Shelf gas project.  That is fantastic.  Western 
Australians know they will get a benefit out of that, but it is not a direct benefit.  It is not foreseeable and locked 
into our own conditions.  We are selling this State short by not locking this into future proposals.  I know the 
minister will say that this agreement comes with a marketing arm, and I know that before tranche 2 of the project 
a pipeline must be constructed to the shore and that there are reserve terajoules of gas for domestic use.  I know 
all that, but we need a process whereby Western Australians can be directly linked to the process. 
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I know it is easy to criticise in these matters.  When the Government is in control and has its hands on the levers, 
it has the responsibility to think of the State, but it also has the responsibility to think directly about Western 
Australians.  That does not mean we should not have the opportunities that I am speaking about and that we 
should not have a process into the future whereby this marketing arm can bring a third player into the Western 
Australian market, which would be appreciated.  The cost of bottled gas in my electorate is of enormous concern, 
particularly to pensioners and others who are locked into the high cost of that gas.  A third player in the market 
would be very useful.  What would also be useful is a market greater than that currently in place.  It is in our 
interests as Western Australians to grow that market and to make sure that this gas is used domestically on a far 
wider basis by as many as two million people can use - if the State can yet claim to have that many people. 

They are the key issues about which the National Party is concerned.  We know they cannot happen during the 
initial stages of the process.  I am told by the doubters of this project that this is an internal sale, that 
ChevronTexaco is looking to sell its future gas production for use in the United States.  I am not so negative as to 
say that I am concerned about that process.  We want to see this project start - it is the minister’s responsibility to 
do that - and he has our support to get the project started, but it is a bigger game than just starting the project in 
and around the Gorgon field and Barrow Island.  It must be a consideration for the future benefit of Western 
Australians, but we are concerned about increasing the domestic appreciation of such a substantial asset.  We 
would like to see develop between the State and federal Governments an attitude whereby people can use the 
product, and not just for taxis to run on autogas.  Communities like mine and that of the member for Albany 
could receive piped gas, and all Western Australians would receive a benefit not only out of Gorgon but also out 
of the whole Pilbara area and the developments that have been happening there for a couple of decades. 

MR L. GRAHAM (Pilbara) [7.23 pm]:  The growth and economic development of China is driving growth in 
our region at an almost unprecedented level.  It is on a par with, if not greater than, the post-war reconstruction 
and the industrialisation of Japan, and it certainly exceeds the industrialisation of South Korea.  It is creating a 
demand in our nation and on our nation’s resources that is almost unprecedented.  Although this project does not 
directly deal with the exports into China, it is part and parcel of the process that is going on in this State.  I am 
not sure that this Government completely understands its place in history.  I am not convinced that this 
Government completely understands what is happening around it.  I do not pretend to be an expert with a capital 
“E” or even a small “e”, but I have worked diligently, I have sought briefings at both a corporate and senior 
bureaucrat level - state and federal - and I have had an interest in these matters for 30-odd years, the last half of 
which has been in this place, of course.  Therefore, I come to this debate not entirely without credentials. 

The drive that China is providing for this State has already produced some amazing deals.  It produced the much 
spoken about North West Shelf joint venture $25 billion contract into China, which took six to eight years to put 
together and probably 10 years of dancing and dating prior to that.  It led to the onshore expansion of the North 
West Shelf.  It led to the massive expansion in the iron ore industry, and then comes the scary bit: when I get 
together with the people in the industry who know where we will be in five years!  The economic output from 
the Pilbara will double within the next five years, and that will be driven by China.  It is likely that in the 
subsequent five years - that is, by the end of the decade - it will double again.  That will be a period of almost 
exponential growth in economic activity.  Unless something significant changes within this State Government, 
that will not be matched by exponential growth in the wealth of Western Australians.  The opportunities that this 
State has looked at and confronted, and to a degree has wasted a third of with agreements of this nature - 
although I have supported them because it has been impossible to do otherwise - are far greater than those that 
were present at the birth of the iron ore industry.  For 30 years at least this State has been carried by the iron ore 
industry.  Even though I have fought and argued with Sir Charles Court publicly and privately, I have great 
respect for the role that he played, not in everything that he did, and no-one would expect me to, but at least in 
that the man understood his place in history and his need to do things to change this State for the better.  I am not 
at all sure the current Government understands that. 

The iron ore industry transformed this State in ways that Western Australians genuinely do not understand or 
accept - they do not accept it because they do not know.  It is almost impossible for Western Australians to 
understand that it was impossible to get a haul truck in excess of 90 tonnes serviced in Western Australia until 
the birth of the iron ore industry.  We now show movies of 240 or 250-tonne Haulpaks running around the 
Pilbara and the mining industry generally in this State, but there was no such thing when the iron ore industry 
came into being.  When I worked at Internationals on the Great Eastern Highway in Belmont I remember the 
excitement when hundreds and hundreds of people came to look at the first 100-tonne Haulpak that ever came 
into this State.  It would drive into the back of today’s equipment!  It is interesting that the back of the current 
equipment was developed in Western Australia by the iron ore industry and is now exported internationally.  
That design happened in the iron ore industry.  It was impossible to get any sort of heavy industrial work done.  
The iron ore industry underwrote each and every part of that heavy industrial development in this State and did 
so for 20 years.   
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The second round of major developments in this State came with the development of the gas industry, which 
produced the technical, the financial and some of the more sophisticated industries.  They grew out of the 
development of the petroleum and gas industries based in the Pilbara.  They provided the icing on the cake.  We 
can argue forever about the royalty problems, and I assure the minister that I will try to deal with those problems 
as comprehensively as I can at both state and federal levels.  Nonetheless, after the initial burst of development, 
the first and second rounds of growth in Western Australia produced a far greater return to the capital city than 
they ever produced for the Pilbara.  I say after the initial burst of development because from being extremely 
small, the population of the Pilbara underwent almost exponential growth with the creation of new towns, new 
areas and new regions.  After that initial period of growth, the Pilbara’s population has been in decline.   

Mr C.J. Barnett:  The irony is that the decline is not reflected in the statistics.  

Mr L. GRAHAM:  Yes.  Although the decline has occurred in the region, the benefits for Perth have been 
enormous.  

Mr M.W. Trenorden:  Perth doesn’t appreciate it.  

Mr L. GRAHAM:  I do not care whether Perth appreciates it, although that is true.  It is a matter of fact that the 
Pilbara now provides employment, income, comfort and succour for more people in the metropolitan area than in 
the north west.  My criticism of this legislation is that it repeats the mistakes of the 1960s and gives few of the 
benefits.  

I want to put this project into perspective.  I do not want to repeat the picture painted by the minister when he 
introduced the Bill and by the Leader of the Opposition because they have put their perspective on this project.  
Their perspective is that, if all goes well - every resource development in the world is contingent upon those 
words - and this project proceeds in the way it is envisaged, it will be a bigger project than the North West Shelf 
gas project.  We should consider what the North West Shelf project delivered for Western Australia.  I take the 
points made by the Leader of the National Party about domestic supply.  However, we should put partisan 
political arguments to one side and consider what this project over its 60 to 100 year life will deliver for Western 
Australia compared with what the North West Shelf has delivered.  There is a gap because the Government has 
succumbed to the extraordinary pressures that resource development brings.  I understand that they are 
extraordinary pressures and, to some extent, I have experienced them.  However, the Government’s job is to 
resist that pressure in the interests of the Western Australian community.  

Mr C.J. Barnett:  I do not believe there were extraordinary pressures here.  ChevronTexaco wants only security 
of access to Barrow Island at this stage.  

Mr L. GRAHAM:  I do not know that.  I will quickly dispense with many of the environmental arguments 
because other people will deal with them much more competently than I can.  Environmentally, the companies 
involved have no need to apologise to the people of Australia.  I find offensive the response of the environmental 
movement to the Barrow Island project, albeit I find most of the things it does offensive.  The Greens in 
particular are up to their old trick of supporting a project as long as it is moved.  The Greens say that any project 
anywhere in the world can proceed as long as it is established somewhere other than where it is originally 
proposed.  In that manner, it supports projects to the death.  ChevronTexaco has a record of nearly half a century 
of impeccable environmental management.  As I think the Leader of the Opposition said, when it was not trendy 
and it could have done whatever it liked it did not do so.  Comparisons can be made between Barrow Island and 
the adjoining islands, which some of us have been lucky enough to live near.  ChevronTexaco has nothing to 
apologise for and nothing to demonstrate to the environmental movement about its bona fides.  Unlike most of 
the prominent members of the environmental movement, companies such as ChevronTexaco operate in the 
environment, work around it, know it and understand it and do not speak in cliches.  

I turn now to what the project means to Western Australia.  It was interesting to hear the minister’s second 
reading speech.  He is particular with his words and knows the importance of a second reading speech on matters 
of this kind.  I refer to page 11 277 of Hansard where he states - 

The use of local labour, professional services and materials in the joint venturers’ activities and 
operations is important to the State maximising the economic and social value of this project to the 
community.  

I reiterate the words “is important to the State maximising the economic and social value of this project to the 
community”.  I hope that I will get time to demonstrate precisely how this project does not do that.  The question 
is: what will we get out of it?  The next question we must ask is who has equity?  Is there an Australian joint 
venture partner in this?  I understand the answer is no; it is a totally foreign-owned operation.  That is neither 
good nor bad, but as a starting point for equity it does not match up.  We must then consider what jobs will 
eventuate.  The Gorgon joint venture press releases indicate that this project will create 6 000 jobs.  That is not 
bad.  Of those 6 000, 1 700 will be in Western Australia.  More than double that number of jobs - 4 300 - will be 
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in the eastern States and overseas.  By comparison, the Woodside joint venturers, which developed the North 
West Shelf, were required to place their headquarters in Western Australia.  I would have loved their 
headquarters to be in Karratha, Dampier or Port Hedland.  However, the Government of the day decided their 
headquarters should be in Perth and that is where they remain.  That will not occur under this legislation.  My 
particular interest is the employment benefits that will flow to the Pilbara and the north west.  What in this 
legislation provides for Pilbara employment?  Nothing.  I will come back and deal with that in detail.  Gorgon 
estimates that 10 per cent of its Western Australian staff will be sourced from the Pilbara.  That means that in the 
Pilbara, the economic powerhouse of the State, this $60 billion project will provide an estimated maximum of 
170 jobs out of 6 000.  Members should cast their minds back to what I said earlier about the role the North West 
Shelf played in the development of businesses and skills in this State.  Given the magnitude of the project and its 
modern setting, why is the proponent not required to play that sort of role?  The Government must get its head 
around that question.  In 20 or 30 years will people bless or curse this Government for this agreement Act?  I 
suggest it will be the latter.  On many occasions I have said that I do not believe this Government understands 
the Pilbara at all. 

Mr M.W. Trenorden:  The member for Peel will be very upset at you for saying that. 

Mr L. GRAHAM:  I am sure he will. 

I sat and waited for a regional development policy to issue forth.  Two and a half years down the track there ain’t 
any such animal.  I was told that my concerns about the Pilbara would be addressed in the state sustainability 
strategy - that has taken two and a half years to come to fruition.  What does it mean for the Pilbara?  It means 
that the Pilbara will have another study into it.  I am not opposed to studies into the Pilbara; however, the 
Government, in making decisions worth tens of billions of dollars, should do some studying before those 
decisions are made, not after the fact.  A study after this decision is made will tell the Government what it got 
right or what it got wrong, not how to get it right.   

I will now move on to the question of royalty sharing, which is topical and more than simply of interest to the 
Pilbara, although that is my primary interest.  I made a freedom of information application for all documents 
relating to the costing of and arrangements for the sharing of mineral royalty revenue between the State and 
federal Governments, and all documents, records, working papers and notes relating to the costs and benefits to 
the State Government of the existing agreement.  I sought access in particular to correspondence between the 
state and federal Treasurers on changes or alterations sought to the arrangements.  My application went back five 
years, and I did that quite deliberately.  As many members know, I am engaged in an argument with the State 
Government about exactly that question.  I therefore sought the documents to find out what the State 
Government was doing with the federal Government.  It is interesting.  Of the inch and a quarter of documents in 
front of me, one inch and an eighth refers to documents produced in the five years preceding the change of 
government and the other eighth of an inch refers to documents produced since the change of government.  
These papers provide an interesting read, but the highlight came in a letter from John Howard to Richard Court 
dated 14 March 1999 and received on 26 March 1999, in the last paragraph of which John Howard stated - 

Consequently, I am not convinced that there is a need to revisit either the Commonwealth’s decision to 
retain all of the PRRT revenue or the application of the PRRT to the Gorgon project. 

Thank you for bringing your concerns to my attention. 

At the bottom of the letter a handwritten note that was sent to the director who was handling the matter reads - 

Mark.  End of story? 

That note is dated 31 March 1999.  A series of letters then went between the Minister for Resources 
Development and the Premier of the day seeking to pursue the matter.  There was then dead silence until 7 
February 2003.  For nearly four years, no action was taken by the State Government to advance the case for 
sharing the royalties from the Gorgon project.  It was only in February this year that the current Government 
wrote to Canberra to pursue some arrangement for sharing the benefits and the royalties of the project.  If the 
Government were serious about pursuing an issue at the federal level, it surely would not allow a four-year gap 
between its approaches.  There has been no diminution in the rhetoric at the state level; I could pull out 100 press 
releases about it.  However, there is a four-year gap in action and documented approaches to the federal 
Government.  If I were the federal minister or Treasurer, I would not take the Government seriously if it 
produced a last-minute flurry.  I would maybe take it seriously if it had made a concerted effort over a period.  I 
will come back to that issue if I have time. 

I turn now quite deliberately to how the State is missing out and how this agreement Act is deficient.  I will talk 
about local employment, and I draw the House’s attention to the minister’s second reading speech, in which he 
made it plain that this particular part of the agreement Act was about maximising the benefit - not just getting the 
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State something, but maximising it.  I went back and looked at the genesis of local employment, which I will 
deal with first. 

The Iron Ore (Hamersley Range) Agreement Act 1963 is quite appropriate as an example, as it is now 40 years 
old and is still as binding on that company today as it was 40 years ago.  The clause that deals with the use of 
local labour and materials states - 

(i) so far as reasonably and economically practicable use labour materials plant equipment and 
supplies available within the said state where it is not prejudicial to the interests of the Company 
so to do; 

That is what we as a State said in 1963.  I jump forward to the agreement for the next major development, which 
was the Iron Ore (Mt Newman) Agreement Act 1964.  That is now an agreement with BHP Billiton Iron Ore Pty 
Ltd.  What do we find in a year?  The clause reads - 

(i) so far as reasonably and economically practicable use labour materials plant equipment and 
supplies available within the said State where it is not prejudicial to the interests of the 
Company so to do; 

It is interesting to note that both clauses begin and end by protecting the companies by making what is at best a 
minimal demand on them; that is, “so far as reasonably and economically practicable use labour materials plant 
equipment and supplies available within the said State”.  It is interesting to note that if they cannot do that, both 
agreements contain a clause that requires the State Government to approach the federal Government to sort out 
some immigration issues so that the companies can import labour.  We know that those clauses were activated 
and that the companies brought in people from both interstate and overseas to work in their operations.   

The next major agreement was the North West Gas Development (Woodside) Agreement Act 1979.  It refers to 
the use of local professional services, labour and materials.  Some of the words sound very familiar.  It states - 

The Joint Venturers shall, for the purposes of this Agreement, as far as it is reasonable and 
economically practicable so to do - 

There is the caveat again - 

(a) use the services of engineers, surveyors, architects and other professional consultants resident 
and available within the said State; 

(b) use labour available within the said State; 

Members can see that the agreement Act provisions had progressed somewhat.  There was then a division 
between professionals and labour, and the company was required to use their services as far as it was reasonable 
and economically practicable for it to do so.  In the 16 years between 1963 and 1979 we have moved about three 
words in the progression of local labour, bearing in mind that to date none of them has said anything about 
labour in the north west.   

I turn now to the Barrow Island Bill and to where we are in 2003.  Clause 15(1) of schedule 1 states -  

 Except as otherwise agreed by the Minister the Joint Venturers shall, for the purposes of this Agreement 
- 

 (a) except in those cases where the Joint Venturers can demonstrate it is not reasonable and 
economically practicable so to do, use labour available within Western Australia -  

So the caveat still exists, and the minister is now involved in that he can grant an exclusion.  It continues with 
what I call the weasel words -  

(using all reasonable endeavours to ensure that as many as possible of the workforce be recruited from 
the Pilbara) . . .  

We know that the company has not given a commitment to ensure that as many as possible of the work force will 
be recruited from the Pilbara.  The company has given a commitment that an estimated 10 per cent of its work 
force will be from the Pilbara.  Is that the maximum amount possible?  When we deal with the clauses in 
consideration in detail, I will ask the minister to demonstrate how he knows what is the maximum amount 
possible in the Pilbara.   

I now wish to compare the Bill with what happens elsewhere in the world.  This Bill is about international trade.  
Therefore, we want to operate at the same level as the rest of the world.  

[Leave granted for the member’s time to be extended.] 
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Mr L. GRAHAM:  The most outstanding place to start when we are dealing with these sorts of arrangements for 
local employment is Canada.  The two major companies that operate in Canada are BHP and Rio Tinto.  I will 
read from the employment commitment between one company that is operating in Canada, Diavik Diamond 
Mines Inc, and the Government of the Northwest Territories of Canada.  I ask members to compare this 
socioeconomic agreement, which is now four years old - it is not yesterday - with the Barrow Island agreement.  
The agreement states -  

1. DDMI is committed to recruiting and hiring as many Northerners as possible during the 
Construction and Operation phases.  Subject to applicable laws and regulations DDMI will 
hire according to the following priorities:   

•  First priority, Aboriginal persons 

•  Second priority, Northerners who have been continuously resident in the Northwest 
Territories or the West Kitikmeot Region at least six (6) months prior to being hired  

•  Third priority, other Northerners resident in the Northwest Territories or the West 
Kitikmeot Region 

•  Fourth priority, all other Canadians 

•  Other candidates  

subject to the availability of persons in these priority groups with the required skills, training 
and experience. 

Here is the nub.  It then states -  

2. DDMI will place special emphasis on pre-employment training and employment of Aboriginal 
people who live in or originate from the communities of . . .  

It then lists those communities.  It continues-  

DDMI will also recruit for pre-employment training and employment in Yellowknife and other 
NWT communities in accordance with the hiring priority.   

3. Subject to the availability of Northerners with the required skills, training and experience, 
DDMI confirms as objectives, -  

This is the company’s confirmation, not the Government’s -  

and will take all reasonable steps, acting in good faith, to work towards ensuring that: 

(a) employment of Northerners, including employment by Contractors, will be at least 
40% of the total employment throughout the Construction Phase of the Project; and 
. . .  

I have been to Canada.  Compared with the skills base that is present in the Pilbara, that part of Canada is a cot 
case.  However, they were able to achieve it. 

Mr N.R. Marlborough:  You could not do it in the Pilbara.   

Mr M.W. Trenorden:  Canada also has a very sparse population. 

Mr L. GRAHAM:  I will go to the last point.  People are already giving me the arguments for why it cannot 
work.  It did work.   

Mr M.W. Trenorden:  Yellowknife has 11 000 people. 

Mr L. GRAHAM:  It now has 18 000 people.  It continues -  

5. It is the aspiration of DDMI that over time the Project workforce will approach 100% 
Northerners.   

It then goes on to talk about who DDMI can and cannot hire.  That company is operating in one of the most 
remote corners of the world, with all of the difficulties of the Pilbara, and more, given that for nine months of the 
year it is impossible to travel anywhere in that part of Canada other than by aircraft, yet it is aiming at 100 per 
cent local employment.  We are saying that we may get 170 jobs out of this $60 billion project in the Pilbara.   

I return to BHP, because it also operates in Canada.  Members will note that these are not extraordinarily radical 
companies.  They are mainstream, mainline resource companies.  We need to bear in mind the point that the 
Leader of the National Party made; namely, that the capital of the Northwest Territories is not much bigger than 
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Port Hedland.  The employment objectives of BHP’s socioeconomic agreement, which is its equivalent of an 
agreement Act, states -  

Employment resulting from the Project is seen as a significant benefit to Northern residents. 

It states also -  

The Construction Stage of the Project is expected to be completed by the end of 1998. 

This agreement was knocked up in 1996.  It states also -  

Northern Resident employment throughout the phase will be 33% of the total employment associated 
with the Construction Phase of the Project, including Contractors.   

There was no such thing as a construction work force in the Northwest Territories until that situation was 
changed on the back of that strong commitment.  It continues -  

Aboriginal employment will make up at least 44% of the Northern Resident employment during this 
period. 

Therefore, 44 per cent of the total northern resident work force will be Aboriginal.  BHP reports annually and 
publicly on its performance.  In every year of its operations, it has met or exceeded its targets.  It did that because 
it was required to do it, and it then set out to change a Territory and a State, not keep it the same.   

This agreement with Gorgon is silent on the question of Aboriginal employment.  If the Government does not 
change its act on Aboriginal employment and get to the real issues, in 10 years it will be 100 years off the pace.  
Aboriginal people and Aboriginal groups are moving ahead at a rate that is stunning - they are leaving the 
Government behind.  The second biggest employer of Aboriginal people in Australia is an Aboriginal foundation 
based in Port Hedland.  It is second only to Rio Tinto.  People said it could not be done, so they got up and did it.   

Mr N.R. Marlborough:  They’ve only done it in the last six months, mate.   

Mr L. GRAHAM:  I would have that debate with the member any time.   

Mr N.R. Marlborough:  I met them when they got the contract at Goldsworthy.  They told me about the work.  It 
was about six months ago.   

Mr L. GRAHAM:  I indicate to the parliamentary secretary that if the Government does not change its attitude, 
in 10 years it will be 100 years off the pace.  It is so far behind it is embarrassing.  

I will comment briefly now on local purchasing, and will refer to it in more detail during consideration in detail.  
The conditions that existed in old iron ore agreement Acts - I could read out the provisions in this State - have 
been jettisoned in Canada because it was recognised that these industries have the power to bring about change.  
In Canada, a series of targets are in place on local purchasing.  In the last full reporting year, the Canadians 
achieved their target of 85 per cent of their operational budget being northern-sourced in the local area.  This 
means that a diamond mine with a $385 million a year operating capacity spends around $320 million a year in 
and around the local area of Yellowknife.  That is why the population of Yellowknife has increased in six years 
from 11 000 to 18 000 people, and is still increasing.  The Canadians understand the power of industry to change 
things, just as people here understood the power of the iron ore industry to change things.   

I would like the minister to deal with issues relating to rates.  I would particularly like to hear in his response to 
the second reading debate how a local authority can rate an A-class reserve.  Nobody is sure about that aspect.  I 
am not saying that to be clever or smart.  This Government conceded the earlier point we raised; namely, that a 
clause that rated at unimproved values should be removed from the legislation.  It has been removed from the 
Bill, for which I thank the Government.  However, we must take the next step and work out how the heck one 
rates an A-class reserve.  

The people of the Pilbara are also looking for three key results from resource development over the next decade.  
First, local employment, with a capital “L”; and in this case, local means Pilbara, not Perth.  I do not refer to 
Western Australian employment, but local employment in the Pilbara.  We want local purchasing.  We do not 
want local purchasing in the way of the Government’s local preference policy.  We want requirements for local 
purchasing put in place that recognise the difficulties involved, as the Canadians have done.  The Government 
should work with the resource industry to determine how to help a local economy, to help suppliers and to get 
people into the business.  The people of the Pilbara are also looking for some community contribution.  That is 
missing.  By community contribution, I do not mean to go down the road of having another sports hall.  We 
cannot afford any more of those infrastructure contributions.  Our shire councils will be broke unless the system 
changes.  The four local governments that make up the Pilbara region will all be deficit budgeting and 
technically broke by the end of next year.  That is because they cannot access any rate base of substance.  Unless 
some contribution is made to the community through some sort of community foundation that allows those 
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communities to get some disposable funds and to develop, the growth from the next round of development in the 
Pilbara may well be seen in Perth.  On the back of the agreement Bill before us, the growth is more likely to 
occur in the eastern States and internationally.  I thank the House for the opportunity to speak further. 

MR B.K. MASTERS (Vasse) [8.07 pm]:  The Leader of the Opposition gave an excellent summary of the 
economic aspects of the proposal for ChevronTexaco to develop the Gorgon gas field on Barrow Island.  I do not 
seek to repeat his comments.  Instead, I will discuss many of the environmental issues raised by this proposal.   

Many decades ago Barrow Island was designated an A-class nature reserve.  To understand its environmental 
values, I need to briefly describe its geological history.  For most of its life, Barrow Island has not been an 
island, as it was previously part of the mainland of Australia.  Sea levels began to rise about 20 000 years ago, 
and they stabilised 6 000 or 8 000 years ago after rising a few centimetres or millimetres each year.  Barrow 
Island became isolated in the shape that we see today.  It has a history as an island of only 6 000 or 8 000 years.  
As the sea level rose over many thousands of years, animals and plants moved onto the high piece of land that 
was ultimately to be high and dry, surrounded by parts of the Indian Ocean.  That land is now Barrow Island.  
The animals, plants and other organisms that moved onto what is now Barrow Island are in many cases rare and 
endangered and uncommon throughout the rest of Australia not because of rising sea levels but because of the 
way that human European settlement has caused profound environmental change to the landscape of Australia.  
In the south west, clearing of native vegetation has occurred that has caused habitat loss and a reduction in birds, 
animals and plants.  However, other changes have occurred that are more profound, and in many cases more 
subtle, than broadacre clearing.  An example is the introduction of the fox and the domestic cat, which has turned 
into a feral animal.  The introduction of diseases over time has caused the elimination of many of the rare and 
endangered animals found on Barrow Island but which are no longer found on the mainland of Western 
Australia.  Barrow Island is very much an oasis.  The environmental movement understandably calls it 
something of an icon area - a garden of Eden, even though it has an arid climate.  Nonetheless, it is an area of 
high and unique biodiversity.  As a result, it has extreme environmental value.   

I will briefly summarise some of those environmental values by reference to a document produced by 
ChevronTexaco titled “Environmental, Social and Economic Review of the Gorgon Gas Development on 
Barrow Island” dated February 2003.  In the general area of Barrow Island, there are a number of marine 
mammals that have significant conservation value.  They do not depend on Barrow Island for their existence.  
Nonetheless, the fact that they use areas of the marine environment close to the island suggests that, should 
anything go wrong on Barrow Island as a result of development, these creatures may be placed at some risk.  
Those marine mammals include whales, dolphins and dudgeons.  The important marine creatures also extend to 
sea turtles.  Three species of marine turtles occur in the area and are known to nest on the beaches during the 
summer months.  Those three species have state and commonwealth conservation significance as threatened 
and/or migratory species.  A number of species of sea bird on Barrow Island travel annually from the Northern 
Hemisphere to various parts of Western Australia, including the Montebello Islands and Barrow Island.  They 
are protected by virtue of agreements that Australia has signed with other countries, because species such as 
birds migrate from one continent to another.  Therefore, agreements are needed between countries to ensure the 
long-term survival of those species.  A number of species of birds have that significance and that protection 
offered by international agreements.   

Turning to the land itself, the vegetation of Barrow Island is probably the least significant part of its 
environment.  According to this document no rare flora are listed under the commonwealth Wildlife 
Conservation Act that are known to occur on Barrow Island.  Advice from the Department of Conservation and 
Land Management indicates there is only one species of what is called a priority 3 species, and that is a plant that 
is known from several populations, at least some of which are believed to not be under imminent threat.  In other 
words, it is a species of plant that is not widely distributed; it does not occur in large populations or numbers and 
is of a restricted occurrence.   

In the mammals on Barrow Island, very significant conservation value is enshrined in the island’s biodiversity.  I 
mentioned earlier that as sea levels rose animals and plants found refuge on the island.  In particular, animals that 
once occurred on the mainland are now found only on Barrow Island.  If I go through the species for the record, 
some of the names will not mean much to members of Parliament.  They did not mean much to me until I was 
fortunate enough to be flown to the island some three months ago, courtesy of ChevronTexaco, to look at the 
development site and the area where the pipeline is due to come ashore and cross over the island.  I was fortunate 
enough to see five of the six threatened, endangered or otherwise unique animals.  They are the boodie, or 
burrowing bettong, the Barrow Island golden bandicoot, the spectacled hare-wallaby, the Barrow Island euro, the 
black-flanked rock-wallaby and - the one that I did not see - the Barrow Island mouse or moolboo.  Many of 
those names will not mean much to members of this place, but it is important that I also state that the euros 
constitute a population of less than 2 000 individuals.  The bandicoots have probably the most secure population, 
between 50 000 and 120 000 individuals on the island.  The hare-wallabies number less than 10 000.  The 
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bettongs number about 5 000.  The rock wallabies have a population between 125 and 160 individual animals.  
Clearly that species is at some risk from adverse development or use of the island. 

Some people would want to know why these species are valuable and why we should go to the trouble of 
protecting them.  If I were a deep green type of person, I would say that these animals have an intrinsic value and 
we, as human beings, are just another species on the planet.  We have no right to make extinct another species 
that has evolved on the planet over geological time.  I believe that although that argument may have some 
validity, there are other, more practical reasons that we should protect these species and the environment in 
general.  For example, I refer members to the outstanding medical research conducted by Professor Byron 
Kakulas in the 1960s and 1970s, when, using the quokka from Rottnest, he was able to make some very 
important findings relating to muscular dystrophy.  It is fair to say that his work using quokkas, because of the 
particular physio-chemistry and biology of that Western Australian animal, was able to take research into 
muscular dystrophy far beyond the state it had reached prior to his commencing work on the quokka.  Some of 
these animals may provide very important economic and medical benefits.   

May I also refer members to Dr John Walmsley, who is a South Australian.  He was Australian of the Year not 
too long ago.  Some members may know him as the man who wears a cat’s skin when he wants to provoke 
people.  He bought a 100-acre dairy farm in the foothills of Adelaide.  He fenced it off, killed all the cats, foxes 
and other feral animals in it, and inside a two-metre high electric fence he re-introduced Australia’s native 
animals - bandicoots, bettongs, paddymelons and a wide range of other animals, including the platypus.  In the 
absence of the predators that European settlers brought into Australia in the early days of colonisation, all those 
animals reproduced to such an extent that there were literally hundreds of them running around in a density that 
the ordinary person in Australia had not seen for many generations.  He then started taking tourists into those 
areas.  Today something in the order of 100 000 people go through his operation on that converted dairy farm.  
He makes a profit of approximately $350 000 a year just from that one venture.  Because of the success of that 
venture, he bought a larger property in the Mallee region of north-west Victoria and put a fence around it.  Its 
name is Yookamurra Sanctuary.  He then bought, at $5 000 an animal, a small number of numbats from the 
Western Australian Department of Conservation and Land Management so that the animals could reproduce on 
his 2 000 to 3 000 hectare property.  This would again create a tourist opportunity that people would want to see.  
I am trying to explain to members that a very significant economic value was attached to those animals by virtue 
of the ecotourism that Dr Walmsley was able to generate on his properties in South Australia and Victoria.   

I cannot tell members what benefits we might one day get from these animals.  I can see in the medium to long 
term that Barrow Island will be one of the ecotourism icons of the world, where people will pay literally 
thousands of dollars to visit in very small groups to see animals in their natural environment.  There are therefore 
economic and medical research benefits, as well as intrinsic benefits.  We need to realise that although some 
conservation issues might appear somewhat esoteric and less than real, in fact they have the potential to offer 
very great benefits to all Western Australians and indeed the world.  Reptiles and amphibians appear in large 
numbers.  There are 43 different species on Barrow Island.  Many of those species or subspecies are not found 
anywhere else in the world.  There are species of molluscs and subterranean fauna that appear to have very 
significant biodiversity values.   

If it is accepted that those birds, animals, plants, insects and other things have a value that is worth preserving, 
the question then is what threats to that biodiversity and to that environment on Barrow Island might accrue as a 
result of the development of the project that ChevronTexaco is proposing for the area.  I see three main threats 
being posed by any development, be it that of ChevronTexaco or any other company.  The first is invasive 
species.  There is no doubt that if foxes or cats were allowed to take over and exist on the island in large 
numbers, they would decimate and in some cases absolutely destroy - that is, remove for eternity - certain 
species of animals and birds on that island.  There are subtleties attached to the introduction of exotic species 
that are only now being discovered.  I refer to an e-mail I received from a discussion group called “Aliens-l” - 
the aliens list.  It refers to stowaway mice that were found in shipping containers in Japan.  The fact that mice 
went into Japan is no big deal as mice have been there for many centuries.  However, researchers found that 
these mice contained viruses, two of which, LCM or lymphocytic choriomeningitis and haemorrhagic fever, had 
previously been absent from the Japanese islands.  In other words, species of plant and animal, viruses, bacteria 
and a range of organisms are not presently on Barrow Island and it is of crucial importance that they be kept out 
of the island, virtually no matter what the cost.   

A second, obvious threat that any development on the island might pose is that of pollution.  That threat exists 
for a gas plant of any size, but it is particularly relevant when the plant is of the size that ChevronTexaco 
Australia Pty Ltd is proposing.  There is the risk of pipelines fracturing, gases escaping and a wide range of other 
pollution events.  That pollution could in turn significantly impact upon subterranean flora and fauna, the marine 
environment and even birds flying overhead, so pollution is a major issue.  The third major threat appears to be 
fire.  The area has been free of fire for at least the 40 years the oil operation has been under way on Barrow 
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Island.  The conservation authorities believe that if fire were allowed to burn over a large area of the island and 
through the spinifex that dominates the island’s vegetation, it would damage the environment to such an extent 
that many of the species to which I referred a minute ago would be severely affected.  In theory, if the fire was 
expansive, those species could become extinct.   

I have talked about the unique parts of the island’s environment and the threats that a project such as the Gorgon 
project might pose.  It is no wonder that the Environmental Protection Authority recommended against the 
proposal.  It had three main reasons for that.  The first was the precautionary principle; that is, we should be 
cautious when we do not know all the answers and unless all the answers are provided, we should take the 
precaution of saying no to the project.  The other two reasons the EPA provided were the risk of introduction of 
exotic species and the risk of uncontrolled fire.  The Conservation Commission of Western Australia opposed the 
project for similar reasons.   

[Leave granted for the member’s time to be extended.] 

Mr B.K. MASTERS:  However, my view is that both the EPA and the Conservation Commission of WA have 
been unnecessarily pessimistic and negative in their assessment of the project.  I point out that my background is 
in the mining industry.  Even though I am a geologist, I have done a significant amount of environmental 
assessment work for the mining industry.  As I mentioned a minute ago, I have visited the island.  I thank 
Melissa Smith and Peter Doig, the ChevronTexaco people who showed me and the member for Ningaloo over 
the island, for that.  I have the experience of that background and that site visit.  It is worth repeating comments 
that have been made by other speakers in this debate, who have referred to 40 years of absolutely excellent 
conservation work, initially carried out by Western Australian Petroleum Pty Ltd.  Much of the credit for its 
good work must go to Harry Butler, who was WAPET’s prime consultant from the early 1960s.  The results 
speak for themselves.  Not a single species has been lost from Barrow Island in the 40 years the island has been a 
producing oil field.  For almost 40 years, excellent conservation work has been carried out by WAPET and 
Harry Butler, and more recently by ChevronTexaco, which bought out WAPET in 1999.  It has continued the 
very good track record that WAPET initiated.  I understand that in that 40 years there have been 20 or 30 
incursions of feral animals or species such as mice, rats, weeds of different types and so on.  I am very pleased to 
say that all those incursions by exotic animals or plants were appropriately managed and there was no impact of 
any significance on the environmental integrity of Barrow Island in either the short or long term.   

When all those bits of information are added together, it becomes clear that the Gorgon project could be made 
environmentally acceptable.  However, I hasten to add that because of the size of the project and because we 
now clearly understand the extreme conservation value of the island, the application by the joint venturers of not 
just good but world’s best practices to site management will come at a cost.  That cost will be fairly minor 
compared with the overall project value, but it will be very significant when compared with the amount of 
money that has previously been spent on conservation and environmental protection in Western Australia.   

Although I will vote with my colleagues in support of this legislation, I also hold the view that, for economic, 
social and environmental reasons, it would be highly desirable if the project could be located on the mainland of 
Western Australia.  I briefly explain why I hold that view.  I refer first to economic reasons.  It is in the State’s 
strategic interests to make sure there is downstream processing and that such operations are given every 
opportunity to develop.  That opportunity will be severely constrained if the Gorgon project remains on Barrow 
Island.  The Leader of the Opposition talked about some of the State’s strategic needs and interests, and I do not 
seek to repeat those remarks.  However, I think there is no doubt - the member for Pilbara made similar 
comments - that if the Gorgon project could be based on the mainland, the economic benefits to Western 
Australia and in particular the Pilbara would be significantly enhanced.  For social reasons, I believe that it 
would be best to locate the development on the mainland if possible.  Barrow Island will not result in 
decentralisation of the State’s population for the very reason that it is an island that does not allow permanent 
habitation.  Basing the project on Barrow Island will discourage the type of regional development that is 
associated with the urban expansion of towns such as Karratha.  At the end of the day - again as the member for 
Pilbara pointed out - our State is only as strong as our people.  If our people all lived in the south west of the 
State and worked in the north on a fly in, fly out basis, they could not understand the difficulties, complexities 
and additional costs associated with living in the north west, and the State as a whole would be diminished by 
that.  Therefore, we need to encourage decentralisation and regional development.  That would be made more 
difficult if the Gorgon development remained on Barrow Island.  

Moving the Gorgon project onto the mainland would effectively eliminate most, if not all, the environmental 
risks.  The risks might be manageable; however, locating the project on the mainland would remove any risks of 
adverse environmental impact that might arise if the project remained on Barrow Island.   
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I am aware of claims that development on the mainland will be some $1 billion more expensive than the 
proposal we are debating tonight to base it on Barrow Island.  I am somewhat sceptical of that claim, especially 
taking into account the State’s strategic and longer term economic needs. 

Mr C.J. Barnett interjected. 

Mr B.K. MASTERS:  The Leader of the Opposition said that industry is sceptical of that claim.  I am not privy 
to any comments from industry, but broader industry bodies such as the Chamber of Commerce and Industry of 
Western Australia and the Chamber of Minerals and Energy would like Western Australia’s strategic interests to 
be better met by having the project on the mainland.  If those organisations are sceptical - I am not saying they 
are - or if other industry payers are sceptical, it suggests that the Government should have been a bit wiser and 
proceeded with a little less haste in bringing this project before the Parliament.  I also have trouble accepting 
ChevronTexaco’s claim that it is Barrow Island or nowhere.  The company is reported in The West Australian as 
having made that claim.  I do not have the newspaper article with me, but I basically do not accept that position.  
The Gorgon gasfields are a huge resource.  It is not a question of whether they will be developed; it is simply a 
question of when.  I have no doubt that those particular deposits will become economic sooner rather than later. 

I refer to an article that I downloaded from the Internet from the Environment News Service quoting US Federal 
Reserve Board chairman Alan Greenspan when he was talking to the American Senate energy committee.  He 
said - 

“Today’s tight natural gas markets have been a long time in coming, and distant futures prices suggest 
that we are not apt to return to earlier periods of relative abundance and low prices any time soon,”  . . .  

The article goes on to say that at the time it was written prices had fallen from $6.50 per thousand cubic feet in 
early June of this year to $5.51 per thousand cubic feet.  Historically the price of natural gas has been less than a 
quarter of that price and possibly even lower in some parts of the world - this is just one example from the 
United States of America.  The prices for natural gas are extremely high, and that is obviously why 
ChevronTexaco is trying to develop the Gorgon project - I will not say with haste, but with some speed - because 
it can see a market opportunity.  If that company can lock into the North American market starting in 2007 or 
2008, it is an American company with a deposit in Australia where political stability is a major strength and it is 
selling that project into a market that also has a strong and stable political economy, it is everything that the 
company could ever want.  Logic suggests that that project will go ahead no matter where the processing base is 
located.  It is just a question of time: not if, but when.   

I was also immediately suspicious when the Premier warned the Liberal Party off any negative comment about 
Gorgon.  He made that comment in The West Australian on Friday, 10 October.  The article states - 

Gallop warns on Gorgon project.   

Premier Geoff Gallop warns the Greens and Liberal Party yesterday not to stymie the $11 billion 
Gorgon gas project by blocking legislation for it in the Legislative Council. 

I do not think the Liberal Party has any intention of doing that, but it makes me very suspicious when a Premier 
of this State, who appears to be absolutely desperate to get some economic runs on the board, threatens other 
political parties not to stand in his way.  He is basically saying they should not ask questions, should not pry, and 
should not do the job they were elected to Parliament to do.  I find that a very strange attitude. 

Mr E.S. Ripper:  Maybe he is saying not to filibuster or politicise, treat it on its merits. 

Mr B.K. MASTERS:  That is fair comment, but the reality is that I do not think the Premier had that in mind 
when he made that statement.  I think he was wanting to get this project through no matter what, because the 
Gallop Government just does not have too many economic development runs on the board. 

To conclude, I am concerned that more development may occur on Barrow Island by virtue of the minister 
simply agreeing to it.  With this legislation he will have the ability to open more land on the island for 
development, simply by deciding that it will occur.  I am concerned that there is no real stick that the 
Government can use to force the joint venture companies to bring gas onto the mainland.  The wording of the 
document might seem fairly tough to some people, but it really has no teeth and the minister can allow expansion 
on Barrow Island without any extension of the project or the gas pipeline onto the mainland.  I am concerned that 
ChevronTexaco appears to have bought off the Government by offering substantial funds for environmental and 
conservation initiatives in a way that I have trouble with. 

Mr C.J. Barnett:  I do not think $40 million is substantial. 

Mr B.K. MASTERS:  Yes.  Overall, I support the legislation, but I sincerely hope that the project will eventually 
be relocated onto the mainland of WA so that we can genuinely enjoy sustainable development. 
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DR J.M. WOOLLARD (Alfred Cove) [8.37 pm]:  I will not be supporting the Barrow Island Bill 2003.  The 
Leader of the Opposition gave a very good account of the reasons to not support this Bill when he opened the 
Opposition’s debate on it today.  I have mentioned previously in this House that the community in Western 
Australia has not in the past benefited from state agreements.  The community in the south west did not benefit 
from the state agreements on forests.  We know that this minister did a disservice to the community when he 
introduced the state agreement for the pine plantations, because he did not look at the costs of those resources in 
WA and in other States, and he is doing it again.  He is now introducing an agreement which the Government 
has signed and for which the community will pay for many years.  This Government is putting party interests 
above the interests of the whole community.  The member for Vasse said that it is not a case of if the 
development proceeds, but when.  The resources are there and at some point they will be tapped into.  Why has 
the Government plunged into this deal, which will not benefit the community, when most people agree that the 
project should be on the mainland?  I will not support this Bill for two main reasons: first, because it is a state 
agreement that will not benefit WA; and, second, there are likely to be not only financial costs to the community 
but also serious environmental costs in the long term.  I do not support this Bill.  

MR C.M. BROWN (Bassendean - Minister for State Development) [8.40 pm]:  The Leader of the Opposition 
has indicated that the Liberal Party will support the Bill, and I thank him for that.  One of the questions asked 
was whether the economics of this project had been properly considered.  This is an important and significant 
project on which the Government sought independent advice that was released to the community for comment.  
The Government approached the Allen Consulting Group for advice on issues such as the questions raised by the 
Leader of the Opposition and the member for Vasse, particularly on the need to locate a liquefied natural gas 
plant on Barrow Island.  The Allen Consulting Group’s report, released in June 2003, addressed the economics 
of the project to test whether the claims made by the Gorgon joint venture were valid or whether the project 
could be located on the Burrup Peninsula.  In its summary, the report indicated the difficulty of trying to get this 
area of gas amortised.  The report reads - 

These perceived difficulties in bringing Gorgon gas to market are evidenced by the fact that the GJV 
has spent over twenty years and more than $800 million in attempting to do so.  While the development 
proposal being put forward by the GJV at this time is in part a response to technical advances in relation 
to deepwater offshore gas fields, it also reflects prospective commercial opportunities in the LNG 
market, particularly in Asia, which may not be long-lived.  In this context, the GJV’s proposal may 
offer a rare opportunity to develop these important gas reserves and thereby monetise a substantial 
national asset. 

The Allen Consulting Group, in which I have confidence, indicated this was a rare opportunity to progress this 
development.  Page 3 of the report’s summary briefly refers to alternative locations, including the Burrup 
Peninsula, for a possible LNG plant.  It reads - 

While the cost disadvantage of processing the gas on the Burrup Peninsula is estimated by the GJV at 
around $1 billion, the JV partners have, in the past, evaluated the option of processing Gorgon gas at the 
NWS plant and sharing infrastructure and facilities with that project.  Notionally, the synergies 
available in such an arrangement could provide significant cost savings to both parties.   

It then refers to the fact that no satisfactory commercial arrangement could be reached.  It concludes - 

 . . . on the basis of the information available - 

I understand it was detailed information. 
 . . . Barrow Island represents the only commercial option for monetising the substantial national asset 
represented by the Gorgon resource. 

It was in the context of the Allen Consulting Group’s report, which, as I said, was made public in June this year, 
that the Government considered whether Barrow Island should be used as the location for an LNG plant.  
Clearly, the Allen Group’s report is the advice that the Government relied on.  We did not rely on our own 
views.  It is appropriate, independent advice from a group of considerable repute in Australia.  The Government 
considered very significant advice in reaching its decision.  Obviously, the clear question was whether the 
project could be located elsewhere than on Barrow Island - either totally on the Burrup Peninsula or in Maitland.  
Another option was for a small reinjection plant to be located on Barrow Island with the majority of the 
operation on the Burrup Peninsula or in Maitland.  The independent advice from the Allen Consulting Group 
indicated that was not feasible.  In determining where the plant should be located, the Government was entitled 
to consider the deliberations in that independent report.  

Another important matter raised by the Leader of the Opposition was that of commonwealth-state financial 
relations, particularly the sharing of royalties.  The State raised with the federal Government the issue of royalty 
sharing.  I met the Acting Minister for Industry, Tourism and Resources, Joe Hockey, and the Premier raised the 
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matter with the Prime Minister.  I also sought to raise the matter with Mr McFarlane, the current Minister for 
Industry, Tourism and Resources.  The Prime Minister made it very clear to the Premier that the federal 
Government would not agree to any royalty-sharing arrangements.  Given that advice from the Prime Minister, 
the Government had to decide whether it should hold up the project by not granting approval.  The Government 
made its judgment - obviously it will be debated in the community - that it should not hold up a project of such 
significant national importance while an argument about royalty sharing raged between the Commonwealth and 
the State.  Although the merits of that could be debated, if the State were to gain any leverage, the only way it 
could do so was by holding up the project.  In considering the matter the State decided not to take that option.  

The Leader of the Opposition and other members compared this agreement with the North West Shelf 
agreement.  Although I was familiar with the history of that agreement, in the past few weeks I have read some 
papers about the entire development.  The Leader of the Opposition acknowledged in his speech some significant 
differences between the North West Shelf gas project and this project.  It was interesting to read the history of 
the North West Shelf project, how it was first conceived and the arguments that took place over many years 
between the Tonkin Government and the former federal Minister for Minerals and Energy, Rex Connor.  When 
the Tonkin Government fell, the Government of Sir Charles Court came in, and I could see the antipathy that 
existed then between it and former minister Connor.  I recollect that the former minister was dismissed from the 
Whitlam Government in 1975 and that in late 1975 the Fraser Government was elected.  Discussions then 
continued between Premier Sir Charles Court and the Prime Minister.  I do not have the papers in front of me, 
but it was interesting to read about the arrangements that were entered into and that some of the arrangements 
were subsequently changed by the federal Government.  Suffice it to say that there are two significant 
distinctions between the Gorgon project now and the North West Shelf gas project at that time.  Both distinctions 
have been touched on in this place today.  The first is the significant amount of capital that the State needed to 
raise to construct the Dampier to Bunbury gas pipeline.  There were arguments about the State Government’s 
need to seek permission through the Loan Council for that amount, or at least part of it, to be borrowed offshore.  
I recollect that about $630 million was sought to be borrowed offshore, for which Loan Council approval was 
originally resisted by the Fraser Government, but then eventually agreed to.  Of course, through the State 
Government’s commitment almost $1 billion - I think $930 million - was invested in the Dampier to Bunbury 
gas pipeline.  The second issue is the take-or-pay contract that was entered into.  I believe the State Energy 
Commission of Western Australia entered into an agreement for the take-off of domestic gas - Domgas.  
Obviously in the circumstances of the State Government’s investment of almost $1 billion in infrastructure and 
its offer of a very significant take-or-pay contract, which was germane to getting the project up and running, it 
would insist on having royalty-sharing arrangements in the project.  On my reading of the commonwealth-state 
arguments that raged at that time about where the powers lay, clearly the State had within its grasp a position in 
which it could say that unless it got very significant returns it would not invest that amount of taxpayers’ funds 
to put forward the project. 

As the Leader of the Opposition said, there were some quite vociferous arguments; at least, the papers of the 
time indicate that.  The papers I have read do not indicate that any arguments occurred at airports, but there is no 
reason to disbelieve that they occurred.  Even in a paper by a well-known academic that I read I could feel 
venom in the argument that existed between the Commonwealth and the State.  There is no doubt that Sir 
Charles Court, the then Premier of the State, argued vociferously.  He foresaw enormous opportunities coming 
from the landing of gas onshore.  He was also aware of other energy issues that were facing Western Australia at 
that time.  I recall that time in 1973 when this issue was being talked about.  It was at the time of an oil crisis.  I 
may stand corrected, but I think the oil crisis and the oil shock occurred in 1973 - it may have been 1974.  At that 
time there was continuing debate about the whole question of security of supply and those types of things.  It was 
a pretty significant issue on both national and state agendas.  Members will recall that Rex Connor argued that 
Australia should use the gas, which was a pretty significant position taken by that former federal resources 
minister and, indeed, by Western Australia.  It is an interesting and fascinating history. 

I was interested to hear the Leader of the Opposition say that at least the former federal resources minister was 
on the right track when he promoted a national pipeline.  That issue has not gone away.  However, obviously a 
lot of factors are at play, including Timor gas and a range of factors about whether the pipeline should still be 
there.  That matter comes on the agenda from time to time for discussion and certainly has not been dismissed. 

Mr C.J. Barnett:  The basic problem is that Australia does not have an energy policy.   

Mr C.M. BROWN:  Yes. 

Mr C.J. Barnett:  I think Chevron was involved in an exercise a couple of years ago to promote a pipeline from 
Papua New Guinea to Australia.  It was a ridiculous policy proposal when Australia has bountiful gas of its own 
and was ill-founded as a concept.  That was the totality of Australia’s energy policy; it is totally consumed by 
coal.  Australia exports a lot of coal.  I do not want to interrupt the minister but I will tell a little story.  When I 
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first became a minister I went to Japan, met with the Australian Embassy and said that I was there to discuss 
liquefied natural gas.  The Australian Embassy did not know that we sold LNG to Japan; all it could talk about 
was coal.  It was unbelievable.  There was still a void in understanding the implications of gas.   

Mr C.M. BROWN:  I agree with the Leader of the Opposition.  It is a huge industry, and when one sees that 
massive piece of infrastructure in the North West Shelf one could be forgiven for believing that it has always 
been there.  I agree with the Leader of the Opposition that it is still a young project.  Who knows what vast 
resources there are off the coast of Western Australia?  When the Leader of the Opposition was the resources 
minister, he referred to there being 70 trillion cubic feet of LNG there, but by the time he had finished as 
resources minister it was 120 TCF.  At one stage the Woodside joint venture estimated its resource as a certain 
amount and then, some years after it had done further drilling, the resource had actually increased.  We all know 
that in this area logic suggests that one starts with a resource that will decline but in fact in many cases, as 
additional drilling and exploration goes on, the level of resource increases. 

I accept that the royalty rate in this arrangement is different from the North West Shelf gas arrangement.  
However, there are significant differences between the reasons for the birth of both projects.  Whatever one 
thinks about the earlier negotiations that took place, and the public debate that went on, particularly on the take-
or-pay contracts and so on, they were quite different from today’s situation.  With regard to the financial 
resources that the State was putting up at the time, I do not know what the state budget was in 1978 or 1979.  I 
think that about 10 or 12 years ago the state budget was about $5 billion.   

Mr C.J. Barnett:  It was about $2 billion or $3 billion. 

Mr C.M. BROWN:  If we accept what the Leader of the Opposition has said and the state budget at the time was 
about $2 billion or $3 billion, to put up $1 billion would be like putting almost one-third of the state budget 
behind a project today.  Obviously if the State has that sort of exposure it will demand a significant return, 
otherwise politically it will not be possible to get such a project up.   

Mr C.J. Barnett:  I accept that.  I have said that it is not the same scenario as the North West Shelf project.  
However, the principle is the same.  The State nevertheless is involved in this project in all sorts of ways, not the 
least of which is that the project will be on an A-class reserve.  My point - which I think the minister would 
agree with - is that there should be a division of royalties or revenue between the State and the Commonwealth.  
The only thing we should be negotiating is what should be the relative share.  I nominated 70-30.  The minister 
may say it should be 80-20.  There should be a share to the State that is reasonable.   

Mr C.M. BROWN:  Certainly, and that is why we took up with the federal Government the issue of royalty 
sharing to see whether we could get some agreement on that matter.  It was taken up at the highest levels.  It was 
taken up by the Premier with the Prime Minister.  My understanding is that the Prime Minister clearly indicated 
to the Premier that under no circumstances would the Commonwealth look at that matter.  We then had a choice 
to make.  I appreciate that this is where we may part company.  The Leader of the Opposition may say that the 
State should have held up the project -  

Mr C.J. Barnett:  No - just give them access to land and leave everything else unresolved.  All you had to do was 
get a bipartisan process through the Parliament for access to the land on Barrow, and you should have left every 
other aspect of the project unresolved until you had settled the royalty issue.  The Commonwealth expects a 
tougher argument than that. 

Mr C.M. BROWN:  As the Leader of the Opposition knows, one of the things that is necessary to enable people 
to determine the costings of a project is to know what the royalty regime will be. 

Mr C.J. Barnett:  It is a resource rent tax.  It will not impact greatly on the project in the early years.  In the 
context of the amount of revenue paid, if the $1 billion capital cost difference is discounted back to the net 
present value, it will be almost zip. 

Mr C.M. BROWN:  We made a judgment.  I agree that this is where we part company.  We can look at this 
project through a number of different eyes.  We made a judgment that this was an important project in the 
national interest and we would facilitate it.  I have explained that position on a number of occasions to members 
of the business community and to the community at large, and I have generally received a favourable response.  

The Leader of the Opposition also talked about the history of the LNG industry in this State and the world.  
Although I did not note down everything that he said, by and large his comments were accurate.  He also 
discussed the outlook for the LNG industry over the next 30, 40 and 50 years, and he is probably right.  People 
have talked about the hydrogen economy and fuel cells and other opportunities.  The early indications are that in 
the next decade or two, people will still be looking at natural gas to fuel plants.   

Mr C.J. Barnett:  Generally you need natural gas to produce hydrogen.  A few people forget that relationship.   
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Mr C.M. BROWN:  Yes.  The Leader of the Opposition also made the point that the federal Government has no 
vision on energy policy.  The Australian Petroleum Producers and Exploration Association has been calling on 
the federal Government to have a national energy policy.  It is fair to say that no national energy policy is in 
place at this time, certainly not one that deals with levels of self-sufficiency or at least aims for higher levels of 
self-sufficiency.   

The Leader of the Opposition asked where the $40 million had come from.  Essentially, when the Government 
decided that it would consider this matter probably well over 12 months ago, it told the Gorgon joint venture 
partners that they would need to do a full evaluation, release that to the community and go through a full 
consultation phase.  The Gorgon joint venture did that and came up with the document to which the member for 
Vasse referred, titled “Environmental, Social and Economic Review of the Gorgon Gas Development on Barrow 
Island”, dated February 2003.  That is a significant document that deals with all manner of issues connected with 
the project.  One of the things that Cabinet stipulated that the Gorgon JV partners should deal with in their 
document was the issue of net conservation benefits.  The report states at page 176 -  

The Gorgon Venture plans to establish the “Gorgon Environmental Foundation” to coordinate a range 
of significant conservation programs that would deliver net conservation benefits to Western Australia.  
These commitments to be applied on Barrow Island.   

It then talks about those matters.  At page 180, under the heading “Funding”, it states -  

The Gorgon Joint Venture is committed to provide funding to commence the Foundation’s activities 
after the project has been sanctioned, an amount expected to exceed $10 million. 

That report then went out for public consultation.  The Environmental Protection Authority and the Conservation 
Commission of Western Australia were asked to examine the report and receive any feedback on it, and then to 
produce a report themselves.  In July 2003 the Conservation Commission of Western Australia produced a report 
titled “Biodiversity conservation values on Barrow Island Nature Reserve and the Gorgon Gas Development”.  
At page 13 the Conservation Commission recommended that $40 million be set aside for net conservation 
benefits.  Therefore, the $40 million came about as a recommendation from the Conservation Commission, and it 
was then taken up in the agreement.  The agreement provides for that $40 million to be indexed and paid into a 
trust account in the Department of Conservation and Land Management to be used for projects that will provide 
net conservation benefits.  Those projects are to be considered, given that the Bill passes through Parliament and 
funds start to flow into that trust account.  The $40 million is not paid up-front.  An up-front payment of some 
$3 million is to be made, and other payments are to be made over a period of years.  Therefore, the $40 million 
contained in the agreement with the joint venture had its genesis, firstly, as a suggestion from the ESE review 
document produced by the joint venturers and, secondly, in a report by the Conservation Commission of Western 
Australia.   

I turn now to comments made by the Leader of the National Party.  I thank him and the National Party for their 
support for the Bill.  The Leader of the National Party and the member for Pilbara raised the very important issue 
of local content.  The member for Pilbara took us through matters set out in state agreements for some 
considerable time.  He referred to this state agreement.  As no doubt will come up during consideration in detail, 
this agreement enables the Gorgon joint venture to come forward with a proposal.  Under the agreement, the 
proposal must be approved by the minister.  The joint venture cannot develop any old proposal it likes.  It must 
make a proposal that the minister approves.  The agreement also requires that once the agreement comes into 
force, the Gorgon joint venture is required to carry out studies as part of the process of seeking to get its proposal 
up, and is required to report to the minister on quarterly intervals on the studies it is undertaking and the results 
of those studies.  The Gorgon joint venture is required to advise the State of the expected Australian and Western 
Australian content of its proposed work - this relates to matters outlined in clause 15.  

Finally, before anything proceeds, the Gorgon joint venture is required to come to the minister with a proposal.  
The minister can accept or reject a proposal.  If the minister rejects a proposal, there are opportunities for 
arbitration in certain areas, and in other areas it is a discretion for the minister and the minister alone to exercise.  
The Gorgon joint venture is required to provide in its proposal - that which it seeks the minister to sign off - 
details on the use of professional services and labour, materials and measures to be undertaken with respect to 
engagement and training of employees by the joint venture, its agents and contractors.  It is required in any 
proposal that the joint venturer report on any of those matters before they will be signed off by the minister; that 
is, that they are acceptable to the State.   

There might be an argument when such proposals come forward about whether the minister exercised a 
discretion reasonably when there is an absolute maximisation of local employment.  By that, I mean Pilbara 
employment and Western Australian employment - that is, the use of those professional and other services in the 
Pilbara and Western Australia.  I assure the House that this issue of local content is very dear to my heart.  I have 
made it very clear throughout this process that I am very keen to see local content maximised.  I used that word 
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without equivocation in the second reading speech.  I have been assured by the words of the legislation, and I 
have also received assurances at the highest levels of the major party to the joint venture that ChevronTexaco is 
looking for a good, secure and long-term relationship with the State of Western Australia.  Part of the way to 
develop that relationship is to ensure that local content is maximised.  Members can be comforted by the words 
in the agreement, along with the public assurances I have received, and the fact that as long as I hold this 
position, I will uphold that intention.  Whoever holds this position will have the opportunity to maximise 
opportunities for the State of Western Australia.  If I am not in this position, I hope the minister of the day will 
use the opportunity in the agreement to maximise the opportunities for Pilbara and Western Australian 
employment.   

The member for Pilbara also indicated three key points towards the end of his speech, one of which was local 
employment.  I have dealt with local employment.  No, I have not dealt with it, according to the member for 
Pilbara, who is shaking his head.  I have provided an explanation and provided for local purchasing.  An 
opportunity is given to maximise local employment through the requirement for the minister to sign off on the 
agreement. 

In terms of local rating, I have said two things in this House about the criticism lodged about state agreements.  
First, where a new state agreement is being created, the Government will not negotiate agreements in isolation 
from relevant local authorities.  The local authority will not be told the rating arrangements when the agreement 
is introduced into this place.  I understand that the Gorgon joint venture has had discussions with the Shire of 
Ashburton on this matter.  Nothing in the agreement limits the power of the local authority to rate.  The question 
of the rates is a matter for the Local Government Act, which contains provisions relating to developments in the 
Pilbara and elsewhere and a broad reference to what local governments can do.  I gave an undertaking that the 
Government would, first, ensure that where it introduced new state agreements, local government would be in 
the loop.  It has been in the loop in discussions with the Gorgon joint venture.  Secondly, although the 
Government will not allow local government to gouge, I said it would look very carefully at the sorts of 
provisions that local government has found offensive in the past.  Such provisions are not in this state agreement.   

Mr L. Graham:  I accept that.  It was noted in my speech.  It was recognised and appreciated.   

Mr C.M. BROWN:  The member did make those comments.  Those provisions are not included.  Does that mean 
that the local rating issue is resolved?  No, it does not.  Does it mean that there may be some issues with the 
Local Government Act that need to be addressed?  Yes, but that is a matter for local government per se, whether 
it be the Pilbara or other local government.   

Mr L. Graham:  Could you deal with the question of how that particular local authority would rate an A-class 
reserve? 

Mr C.M. BROWN:  A local authority cannot normally rate a reserve.  If I do not clarify the position correctly 
now, I shall try to do so tomorrow.  The request was that all Barrow Island remain a reserve.  I am not explaining 
this very well, but it will not be excluded on the basis that it is a nature reserve.   

Mr L. Graham:  Do not raise my hopes and then dash them.  I am more than happy to deal with the question 
during the consideration in detail stage, provided we can agree somewhere at the proposal stage.  We can talk 
about that at that stage.  As you say, there is no clause 4 rating.   

Mr C.M. BROWN:  Clause 19 of the agreement schedule relates to “no discriminatory charges”.  I will not quote 
it but I am happy to deal with it when we get to it during consideration in detail.  

Mr L. Graham:  I am happy with that. 

Mr C.M. BROWN:  The member for Vasse raised three matters.  The first was the question of quarantine.  There 
is no doubt that quarantine arrangements represent the key issue here.  Both the Conservation Commission and 
the Environmental Protection Authority indicated that if the Government were of a mind to grant access to 
Barrow Island, they would lay down a number of requirements for quarantine arrangements, looking at better 
than world’s best practice.  The Gorgon joint venture has signed off on that.  It has said that it is well and truly 
committed to meeting those requirements set by the EPA and the Conservation Commission.  It must be pointed 
out that the passing of this Bill will not give environmental approval.  With the support of the Opposition the Bill 
will be passed, but the project will need the approval of the EPA. 

I have in front of me some words that relate to the rating question posed by the member for Pilbara.  Nature 
reserves are crown land.  Crown land is not rateable if used for a public purpose.  The leased area, which is the 
300 hectares, will not be for a public purpose and therefore the land is rateable. 

Mr L. Graham:  As? 
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Mr C.M. BROWN:  In accordance with the Local Government Act.  It is true that there are issues with the Local 
Government Act, but there is nothing in this agreement that precludes rating in accordance with the Local 
Government Act. 

Mr L. Graham:  We will deal with it when we come to clause 19.  I understand the point. 

Mr C.M. BROWN:  The member for Vasse dealt with the issue of quarantine, which everybody accepts is a key 
issue that must be dealt with.  I agree with comments made by the Leader of the Opposition, the member for 
Vasse and the member for Pilbara when each looked at the environmental record of the joint venture partners 
and their predecessors and the way in which the environmental integrity of the island has been maintained.  The 
joint venture partners have maintained a very high level of commitment to ensure that environmental integrity.  
It is true to say that, notwithstanding this agreement or anything else, if that integrity were not maintained there 
would be enormous public pressure on whatever Government was in power to ensure environmental integrity.  
The joint venture partners understand that.  Indeed, like many other companies today, they wear their 
environmental credentials as a badge of honour and seek to do the right thing by protecting the environment on 
the island. 

The member for Alfred Cove indicated that she opposed the Bill and state agreements.  She has indicated her 
opposition to state agreements in the past.  I understand her argument, although I think this state agreement is in 
the State’s interests.  I commend the Bill to the House. 

Question put and passed. 

Bill read a second time. 

Point of Order 

Mr L. GRAHAM:  Could I use the point of order process to make a request of the Chair?  When we deal with 
agreement Acts, I sometimes have difficulty in understanding how such an Act will be handled because we are 
not able to amend or take any action that may lead to an amendment of the schedule.  I ask that at the start of 
play tomorrow, at the consideration in detail stage, the Chair advise us of how the proceedings will be dealt with 
during consideration in detail, because the process can be quite confusing at the start.  There are questions to deal 
with votes and questions to deal with how clauses will be taken.   

The ACTING SPEAKER (Mr J.P.D. Edwards):  I will seek advice on that.  I am sure that the Speaker will give 
advice on tomorrow’s proceedings. 

House adjourned at 9.28 pm 

__________ 

 
 


