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NATIONAL GAS ACCESS (WA) BILL 2008 
Second Reading 

Resumed from 27 November 2008. 

HON KATE DOUST (South Metropolitan � Deputy Leader of the Opposition) [8.00 pm]: I will say a few 
words on the National Gas Access (WA) Bill 2008. As I understand it, this bill came about as a result of the 
agreement of the Ministerial Council on Energy back in 2002 when the Council of Australian Governments 
commissioned the Parer report. As a result of that report, the Australian energy market agreement was struck as 
part of the National Gas Law. This bill will replace the existing national gas access scheme and the gas pipeline 
access law that was developed and applied in WA as the Gas Pipelines Access (Western Australia) Act 1998. 
The new access regime commenced in the other states on 1 July this year and includes gas law and gas rules. 

This bill had its origins in South Australia with the commencement of the uniform scheme. The thirty-fifth report 
of the Standing Committee on Uniform Legislation and Statutes Review made some interesting commentary on 
the bill and the processes for progressing these bills through the state Parliaments. It was noted that in South 
Australia this bill was second read, with very little debate, and then it proceeded straight to the third reading 
stage. The committee�s report picked up a theme about the manner in which these things were conducted. That is 
interesting and I will come back to it later. 

This bill was first introduced into the Western Australian Parliament by the former Labor government in June 
2008. Unfortunately, due to the state election that was held later in the year, the bill lapsed and it was 
reintroduced into this chamber in December and was referred to the Standing Committee on Uniform Legislation 
and Statutes Review. From the briefing I received from the Western Australian Office of Energy after the bill 
was first read, I understand that the Minister for Energy would have liked the bill to have been passed through 
the Parliament by the end of March to assist in the submission of access arrangements for Alinta�s gas networks 
distribution and the goldfields gas transmission line. Those submissions needed to be in by March or early April. 

Hon Peter Collier interjected. 

Hon KATE DOUST: I know that it does not apply now, but at the time there seemed to a rush on. Obviously 
that issue has been resolved and the minister is eagerly waiting for this legislation to be passed. I imagine that the 
difficulties we had with the early sitting times at the beginning of the year would also have slowed down the 
process. It is good that we are finally dealing with this bill. 

The Standing Committee on Uniform Legislation and Statutes Review�s report is very detailed. I will pick up on 
the comments Hon Giz Watson made earlier. The chair of the committee, Hon Adele Farina, and other members 
of the committee produced a very thorough analysis of the bill. I encourage members who have an interest in this 
area to read it because they make some very interesting comments about the ability to apply scrutiny to these 
types of bills and the state Parliament�s capacity to either amend or make recommendations about these types of 
bills. 

I do not know whether in his reply the Minister for Energy will comment about why the deadlines make no 
difference. I note also that there are amendments on the supplementary notice paper from the government and 
the Greens (WA), and I look forward to hearing the reasoning behind those proposals during the committee 
stage. The opposition will support this bill, primarily because it was a bill that the former Labor government had 
introduced and was keen to progress through Parliament. There are probably some issues that we would like to 
raise after having read the report, which was written after the bill progressed through. The issue about scrutiny 
was quite interesting. I had worked through the different pages of the report in which these recommendations 
came up. I note that the committee made quite a number of recommendations about what the minister could do 
to alleviate its concerns or how this bill could be amended to deal with its concerns about both lack of scrutiny 
and the lack of involvement of Parliament with these types of bills. That may be raised during the committee 
stage.  

This bill is slightly different from similar legislation in other states because it only deals with the access regime. 
It does not deal with retail costs and upstream gas access. Is that right? 

Hon Peter Collier: That�s correct.  

Hon KATE DOUST: I understand that the issue of retail pricing may be addressed in the future but not at this 
point. I also understand that the other variation between Western Australia and the other states is that WA will be 
able to maintain access to the Economic Regulation Authority and also to the arbitrator for gas transmission and 
distribution, which I understand will be managed by the Australian Energy Regulator in the other states. We are 
fortunate to have that difference when we can maintain some distinction or some sort of authority or 
management over what happens in this state.  
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Appendix 2 of the report provides a list of the 10 key stakeholders who are party to this legislation. Obviously, 
they are very keen�I have been approached by a couple of those parties�to get this legislation through. They 
also identified a key issue for their own interest that they wanted remedied. I am pleased to see that the 
government has put an amendment on the table that will provide comfort to those players. 

It is interesting to see some of the commentary in the report. It was not a standard report looking at whether this 
bill was uniform. It picked up on whether this bill provided more than just economic value to the state and why it 
did not pick up on other benefits to the community, such as benefits to Indigenous communities or to other 
people in remote areas or a range of other community services. The Office of Energy made some very interesting 
comment in the report as to why the bill does not pick up on other benefits and why it is purely an economic bill. 
The committee took the position that the Office of Energy is taking a very narrow view and is not taking some of 
those issues into account. I would imagine that the Office of Energy is keen to ensure that this legislation is 
enacted so that people can continue to access gas and go about their business.  

This was a former Labor bill. We were very comfortable with what it sought to achieve. I do not know whether 
some issues that the report raises should be dealt with in the context of this bill or whether they should be dealt 
with in another capacity. Sometimes there are concerns when a state locks into uniform legislation. We saw that 
when we dealt with the cloning bill a couple of years ago. That was also uniform legislation. There was concern 
about how that was treated and whether it could be amended. We defeated it, which was quite unusual when 
dealing with a uniform bill that was part of a scheme arrangement. Maybe those discussions need to be held in a 
different forum and not necessarily in this bill. It was interesting that the committee ran the theme about its 
concern over the problems associated with the potential for lack of scrutiny by the Parliament through its report. 
This problem was identified by a couple of the other states. Victoria and New South Wales also raised concerns 
about having this type of legislation rushed through in South Australia. Another thing I picked up in the report of 
the Standing Committee on Uniform Legislation and Statutes Review and also in the bill itself is that, towards 
the back of the bill is a section referred to as the note. I thought that was quite interesting, and perhaps the 
minister can explain in more detail exactly what it is. I know that there was discussion in the standing committee 
report about it. That may be where the standing committee was concerned about the lack of capacity to apply 
scrutiny, when we do not have the instrument referred to. I refer back to another bill the house has dealt with, the 
Surrogacy Bill. That bill did not have a lot of meat on its bones; it was a pared back piece of legislation. The 
minister would remember this, because he was on the committee that examined the legislation. Another 
document provided all of the relevant information that should have been in the bill. This was referred to as the 
directions, to which no scrutiny could be applied, because it was managed by the chief executive officer of the 
Department of Health. Is the note attached to this bill the same type of document providing a whole range of 
information? In view of the debate that was conducted in the standing committee report, it is useful to place on 
record how it applies in Western Australia. 

I know, because I asked him last night, that the minister has provided a response to the standing committee 
report and to all its recommendations. I mentioned that during the committee stage he might choose to go 
through each of those recommendations and explain how he intends to deal with them. The questions that I have 
might be better posed during the committee stage, because they deal directly either with clauses in the bill or the 
report of the standing committee. The opposition will support this bill, and we look forward to its progress 
through this chamber. 

HON PAUL LLEWELLYN (South West) [8.12 pm]: The Greens (WA) fundamentally support a national 
uniform access code for gas, and we also acknowledge the work of the Standing Committee on Uniform 

Legislation and Statutes Review, which has clearly done a very good job. I need some clarification about why 
the recommendations of the standing committee have not been adopted. Members will notice that the Greens 
have placed on the supplementary notice paper a number of amendments that support some of the findings and 
recommendations of the standing committee. I also thank the minister and his staff for giving us briefings, and 
the Office of Energy for providing guidance. We asked quite a few questions and put them through their paces, 
especially on the matter of regulatory testing and new facilities testing. I will deal with those matters in due 
course. The Greens note the mechanism by which this bill came into effect; that is, by using South Australia as 
the lead agency that developed the gas code, and setting out a mechanism for other states to adopt the South 
Australian model to create a uniform national framework. There is absolutely no reason why Western Australia 
could not be the lead agency in a matter of, say, feed-in law in the same manner so that we can put forward 
comprehensive feed-in frameworks and become the lead agency for national uniform legislation. I will be 
helping the minister along that road.  

Hon Peter Collier interjected.  

Hon PAUL LLEWELLYN: I will accept any interjections.  
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Hon Peter Collier: I said you were consistent. 

Hon PAUL LLEWELLYN: I was very consistent. I was interested in the way in which this legislation was 
formulated. It gave me an insight into the way in which we might create uniform national laws on energy. We 
are here to help. The Greens strongly support the notion of a check on the market by way of regulating a gas 
pipeline, particularly when the relevant service provider can exert excessive market power. We understand the 
whole reason for bringing forward this bill is to effectively bring into play some checks and balances to ensure 
that gas pipeline operators, which are effective natural monopolies because there is one gas pipe, one gas field 
and a limited number of users, will be regulated in a way that ensures appropriate tariffs are paid and that there is 
no use of market power, while not curtailing investment. In other words, it is to strike a balance so that we can 
move forward to get investment in appropriate natural gas use. The Minister for Energy would know that I have 
a warm place in my heart for gas when it is a complementary energy resource to other cleaner, safer and more 
reliable sources. 

Another aspect of the bill is that it is clear that new powers will ensure the service provider cannot use its 
corporate structures to avoid disclosure of important information. Commercial-in-confidence arrangements, 
particularly with large-scale gas users, have made it particularly difficult to understand the energy market. I will 
go through that a little later when we talk about an exemption for Alcoa. It is extremely difficult to establish why 
it is that we would be giving Alcoa an exemption under this arrangement when it is difficult to establish, because 
of commercial in confidence arrangements, what level of payment it has made. I will come back to that theme. 

We recognise in this case at least the importance of highly consistent rules across the nation in the absence of 
any applicable federal constitutional head of power, but we note that although Western Australia is seeking to 
make access regulations uniform, Western Australia will not participate in the tranche of reform that relates to 
the distribution and retail regulations. We note that there are good reasons that Western Australia would do that, 
effectively maintaining some of the regulatory structures in Western Australia, and that there are some benefits 
in doing that. However, we need to strike a balance between uniformity and maintaining Western Australian 
expertise.  

For the moment I will refer to some of the notes that I have been given. Without wanting to repeat the whole 
second reading speech and the PowerPoint presentation, we are looking at the benefits of the new legislation for 
Western Australia and for Australia in general. They include increased uniformity where appropriate while 
maintaining Western Australian expertise, and, in effect, maintaining the Economic Regulation Authority of 
Western Australia instead of having the Australian Energy Regulator. We can understand why that would be 
done in Western Australia. I know that ERA would almost replicate some of its functions. They include an 
independent arbitrator instead of ERA, and we can understand that. Some of the new incentives for investment in 
infrastructure and the existing framework have been improved and clarified. I think that is important, but it 
should be an investment framework that is subject to regulatory and new facilities testing, such that where it is 
deemed not only economically efficient, but also socially beneficial, we should ensure that there is a proper test 
on any new facilities.  

When the Varanus Island project went down, I was sitting with a bunch of other members of Parliament, and one 
of them turned to me and said, �Why don�t we just build another pipeline? I wonder how much that would cost.� 
I said that it would cost much less to build many 1 000-megawatt wind turbines, which would offset the need to 
build the pipeline in the first place because they would produce sufficient energy. I thought that was an �over-
the-shoulder in the Parliament� regulatory test. I was asked, �What do you reckon it is going to cost to build a 
new pipeline?� I said, �I charge $300 or $400 an hour for that information!� However, it would cost 
approximately $2 billion. If we compare that $2 billion investment with investments in clean technology or grid 
upgrades, we would go for the grid upgrades and renewable energy instead of building a pipeline. That is 
effectively a mini regulatory or new facilities test. That is the kind of test that should be built into this 
legislation�but it is absent. For that reason, the Greens want a regulatory test included in this.  

Whilst the gloss of the PowerPoint presentation was good, it said that new incentives for investment in 
infrastructure will happen and that the existing investment frameworks have been improved and clarified. New, 
direct incentives for investments and frameworks is flexible and dynamic, and allows continued improvement 
driven by the industry�I accept that. Improved governance arrangements, increased information-gathering 
powers, new decision-making processes for regulators, new rules, changed processes and a dynamic industry-
driven process are also mentioned. I am arguing that a regulatory test is an important part of regulating any 
energy framework for the state. That is absent from this legislation but is present in our electricity legislation. 
There should be at least a similar test here. It is not completely absent, I must say.  

I also note that apart from maintaining key institutions in Western Australia, the bill will provide scope for WA-
specific amendment to the national laws. The explanatory memorandum indicates that the state will maintain a 
healthier level of autonomy. It also states � 
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� Western Australia will maintain control of whether, and if so, when, legislative changes become part 
of National Gas (Western Australia) Law � 

While the Greens accept the need for that, we also accept, in that context, national rules relating to regulatory 
testing.  
I make the same point, that while we have chosen to depart from the national framework, we should not step so 
far away as to not have a formal regulatory test arrangement in place. This is where the public interest issues are 
considered by decision makers. In other words, it is not just about the efficiency of investment in a gas pipeline; 
it is also about where the public interest lies in terms of new capacity. Contrary to popular belief, I have in my 
possession an excellent paper called �Natural Gas: �Magic Pudding� or Depleting Resource, Lessons in Western 
Australia from 2008�. The paper is by Brian Fleay, and dated February 2009. Brian is an excellent engineer. He 
has put together a 40-page summary of the gas situation in Western Australia. He happens to be a Greens 
member, a former Water Corporation engineer, and the first person in the world to write books on peak oil. Brian 
Fleay is saying that when we build any kind of energy infrastructure, it requires a certain amount of energy. As 
the gas resource depletes, the energy return on energy investment goes south. When the marginal rate of return 
starts decreasing on the assets, we must then look for resources that do not cost us up-front; in other words, free 
fuel sources. I would like to say again that the Greens (WA) support the emergence of a gas industry and the use 
of our natural gas resources. But we should be using them as bridging technology for the future because they 
lend themselves to that. We must be careful about depleting those resources; and they are depletable. Brian Fleay 
is suggesting, I think, remarkably, that it will be not so far into the future when our natural gas resources start 
depleting.  
I have made the point that we have accepted South Australia as the lead state. I think this National Gas Law will 
ensure that there is a clear mechanism for updating any changes to the gas code. To some extent this relates to 
the capacity for�I have lost my way a bit; I went on a little indulgent digression, so I will refer to the 
recommendations of the committee report until I find my place again.  

The thirty-fifth report of the Standing Committee on Uniform Legislation and Statutes Review made a number of 
recommendations that the regulations be tabled and be approved by each house of Parliament. Members will 
notice that the Greens have some amendments on the supplementary notice paper to make changes to the Gas 
Law disallowable by Parliament. I think the thrust of the committee�s concerns were that there should be proper 
parliamentary oversight of these codes. I also noticed, as was pointed out to me rather late in the day, that the bill 
specifically excludes itself from having that level of parliamentary oversight. I have lost it. How does this 
happen? I will come back to that. Effectively, the National Gas Access (WA) Bill 2008 specifically rules out the 
introduction of disallowable instruments. The Greens (WA) believe that we should put forward amendments to 
ensure that some of the instruments introduced through the bill will be disallowable. 

Hon Peter Collier: It would not be a uniform bill then. 

Hon PAUL LLEWELLYN: That is a very interesting point and I am glad the minister brought this up. This 
provision is included only in the Western Australian tranche of the legislation, so in fact Western Australia has 
given itself this exclusive right to not make these instruments disallowable. We have said that, although we 
respect the right of Western Australia to change this bill to suit our particular needs, that should not mean that 
the changes made are shielded from parliamentary scrutiny. Therefore, I am glad the minister brought this up 
because it actually makes my case perfectly. In fact, we would prefer to see all these instruments at least laid on 
the table of the houses of Parliament. 
Recommendation 4 on page 28 of the Standing Committee on Uniform Legislation and Statutes Review�s thirty-
fifth report states � 

The Committee recommends that the Order made under clause 7A of the Bill be tabled in the 
Parliament and approved by each House of Parliament before the declaration is published. 

This bill  specifically prohibits that.  
Recommendation 5 states �  

The Committee recommends that that the regulations made under clause 10 of the Bill be tabled 
and approved by each House of Parliament. 

I do not see why we should not do that. I think that by and large this uniform legislation is good legislation, and I 
do not see why Western Australia should exclude itself from those provisions that I have referred to. If Western 
Australia were not excluded from those provisions, it would not make us less uniform; in fact, it would bring us 
more into alignment with the other states. 

I said earlier that we would seek to move amendments to bring this legislation into line with similar legislation in 
relation to the electricity code. I appreciate that we need to make a very clear distinction between electricity 
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regulations and gas regulations, and we sought advice from the Office of Energy and the ministerial office about 
this. Electricity markets need specific kinds of regulations because there are single points of production, long 
transmission lines, multiple users and peak loads that cannot be managed, whereas with gas, the energy can be 
stored and there are not the peak loads. Gas has single sources of production in large gas fields, a single pipeline, 
and as a general rule there are very large single consumers. As a consequence of that, apart from when we have a 
major breakdown such as the Varanus gas crisis, we can store the energy and therefore overcome the peaks and 
troughs. However, as we increase the amount of gas used in our electricity sector, the gas demand will start to 
mirror the electricity demand in that it will start to drag and create peaks and troughs in the gas supply because 
as the gas turbines are needed to come on stream, they will need to peak out. The good thing is that we need to 
have management strategies in place to ensure that there is sufficient storage to do that. However, we also say 
that before building a major asset, we need to undertake a formal regulatory test.  

There are two forms of test that I would now like to go through. I want to make a distinction between the 
regulatory test and the new facilities test, which is the test in the electricity codes. The new facilities test is 
effectively an investment test to ensure that an operator is investing efficiently in the assets, is expecting a 
reasonable pay-off time for the assets and is not making excessive monopoly profits. The new facilities test is 
effectively an economic efficiency test that would require an operator to build a pipeline using the best possible 
technology in the most efficient way, rather than coming to the state and saying that the pipeline cost $4 billion 
to build, it was a Rolls Royce pipeline and therefore it must charge excessive tariffs to recover the costs. The 
new facilities test would ensure that the operator was operating efficiently in the market. That is a good test. The 
regulatory test, on the other hand, would operate in a slightly different way. It says effectively that an operator 
should look at alternative ways of building the pipeline. In the same way as an operator who wants to upgrade 
electrical transmission lines, the operator would be asked to reduce demand on the line and take a series of other 
initiatives, such as distributing generation and looking at the cost impacts of those initiatives. 

There should be a similar regulatory test in force for the implementation of alternatives for gas pipelines. That 
happens to be the view of the Greens (WA), because we believe that it would be effectively a public interest test 
that would ensure we achieve the best possible alternatives. For example, building gas pipelines is not neutral in 
terms of the public interest. We might build many gas pipelines and deplete the resource very quickly, which 
would be an issue if we are to believe that these resources are finite and will deplete; we would then have 
stranded assets in these big, expensive pipes. Also building gas pipelines has very large scale environmental 
impacts. Therefore, building those pipelines for the sake of it is not in the public interest. In other words, we can 
reduce emissions, we can reduce our energy consumption and we can increase the public benefit from the use of 
our gas through an adequate regulatory framework. The Greens are saying that that test should be included in 
this bill. We have heard the eloquent arguments that came primarily from the Office of Energy, but also from the 
minister�s office, and we still think that a regulatory test should be embedded in this framework. The arguments 
were, therefore, not eloquent enough.  

Finally, in relation to the objectives of the bill�I have raised this matter a number of times in debate on a 
number of bills�I note that the committee�s report pointed out in appendix 5, paragraph 10 that the bill�s 
proposed objectives did not include ecologically sustainable development principles. The reason I believe that is 
important is that it informs the best end use of our natural resources. I will go to that committee report. At page 
76 it reads � 

10.8 This section states: 

23. National gas objective 
The objective of this Law is to promote efficient investment in, and efficient operation and use 
of, natural gas services for the long term interests of consumers of natural gas with respect to 
price, quality, safety, reliability and security of supply of natural gas. 

10.9 The Committee commented on this at paragraphs 4.10 to 4.11. It is noted that the section fails 
to include any ecologically sustainable development objectives.  

I believe we should incorporate that in the bill, and we will be moving an amendment to that effect. I say that 
because good economic development and good ecological and environmental development go hand in hand. I 
hope that by the time I have finished my short term in this Parliament it will be clear that we can achieve good 
economic development and ecologically sustainable development in the same programs.  

I also want to flag our concerns about the regulatory holidays that are proposed in the bill. I am concerned that 
the proposed Bunbury to Albany pipeline will be given a specific regulatory holiday. That pipeline will cost 
$200 million. That was almost a whimsical announcement. There will be no end users for this pipeline. It will 
just be a stranded asset and a waste of public money. I do not think the government should pursue this 
$200 million investment and then, for the purpose of making this investment economically viable, provide a 
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regulatory holiday for this pipeline. The government does not need to do that. The government can do better than 
that. This is a regulatory test. The government should never allow this to happen. The government should never 
pursue the pathway in this legislation of providing a regulatory holiday for this pipeline.  

I turn now to a question that was asked by Hon Matt Benson-Lidholm of the Leader of the House representing 
the Minister for State Development. The question was � 

I refer to the Liberal Party�s election commitment to construct a natural gas pipeline from Bunbury to 
Albany.  
(1) Does the minister have any preliminary costs of this project? 
(2) Have any commercial customers in Albany expressed an interest in taking the gas?  
(3) Is the minister giving consideration to expanding the reticulated gas network in Albany as a 

result of the natural gas pipeline? 
(4) If yes to (3), how? 

The response was �  

I thank the member for some notice of the question �  
(1)-(4) Planning for the Bunbury to Albany natural gas pipeline, including determination of costs, is 

expected to commence over coming months. The initial focus will be on establishing the 
corridor in consultation with private land holders and other affected parties, and acquiring land 
and requisite approvals.  

This highlights the problem of announcing, and then defending, an undefendable position. 

Hon Peter Collier: Indefensible. 

Hon PAUL LLEWELLYN: Yes, an indefensible position. There must be a teacher in the room! The 
government does not need to do that, particularly in the current economic climate. Albany will be my 
constituency for the next few days. I will not be selling it short in any way. I am not saying this out of spite. I am 
saying this because we need to have rational economic decision making.  

If we are to uphold the objectives of this law, which are to promote efficient investment, efficient operation, the 
use of natural gas services, the long-term interest of consumers of natural gas with respect to price, quality, 
safety, reliability, security and so on, that is contrary to the objectives.  

The third area about which the Greens (WA) had some concern�and it was not because I had an obsessive 
concern about Alcoa Australia�s lack of transparency�was its pricing for its gas. When the Varanus gas pipeline 
went down and we tried to find out how much gas it was using, I had to use reverse engineering to work out how 
much bauxite it had produced�it was happy to tell us that�and what the energy-intensive production of bauxite 
is, and work it out right the way back to the gas coming out of the pipeline. Nowhere could I find, using the most 
advanced internet searches, what Alcoa was paying for this gas. These contracts and arrangements have been in 
place since the 1970s, and remarkably I could not find out, with any kind of forensic inquiry, what was 
happening.  

This led me to a pretty fundamental flaw in one of the exemptions that this government is just about to extend to 
Alcoa. I will try to outline that for members and see whether I can find the logic in this. I did some fairly 
intensive questioning of the Office of Energy and I got some garbled responses. The Western Australian 
government built that pipeline and the North West Shelf joint venturers undertook a take-or-pay arrangement. As 
is normal for large-scale energy transmission, whether it is electricity or gas transmission, Alcoa undertook to 
buy a certain amount of the gas and to pay off the pipeline over time. Basically, Alcoa wants to extend the 
privilege that it received in the 1970s into the future. We do not know how much Alcoa paid back then. In other 
words, we cannot tell whether Alcoa has paid its dues for the pipeline and whether that is complete, and we do 
not know how much it is paying now. In that context, it would be in the public interest if the government were to 
table the sums in the Parliament. The government should tell us why it is that Alcoa should be getting this 
exemption. I rather suspect that this may fall on deaf ears, but I am going to put it on the public record: the 
government should table the economic analysis that proves that Alcoa is still entitled to an exemption under this 
act, 30 years after the fact. If the government can put that on the public record and persuade us with the 
economic argument, the Greens (WA) will accept it wholeheartedly. However, without those records on the 
table, no Parliament should accept this kind of arrangement. For that reason we will move to oppose clause 19 of 
this bill.  

I have outlined most of the Greens� concerns, and I know I have done that in an intercalary way. I will now go 
back over a paper titled �Natural Gas: �Magic Pudding� or Depleting Resource Lessons in Western Australia 
from 2008�, and without wanting to give a tutorial on the history of gas, this report outlines in some detail the 
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history and evolution of the gas industry in Western Australia. This is something I became acutely aware of in 
the development of our electricity industry, but I had not followed the emergence of our gas industry, which is 
relatively recent. The opening paragraph of the paper states �  

Natural gas is half of Western Australia�s primary domestic energy consumption, the major 
consumers being mining and mineral processing, chemicals, electric power and gas utilities that 
consume 95 percent of domestic consumption. Western Australia�s economy, mining industry, 
electric power and residences are heavily dependent on natural gas.  

Therefore, we are fully in favour of an effective regulatory arrangement. Brian Fleay refers to the Varanus Island 
and Apache issue in which there was a 30 per cent instantaneous gas reduction. Reference is also made to 
$4.5 billion in economic costs from that event. It is a lesson. Brian is an old and dear fellow and he writes very 
well about this stuff. He is basically saying that what occurred at Varanus Island is the future that this state can 
expect if its energy resources are mismanaged. The event that occurred at Varanus Island will become the norm, 
not a catastrophic one-off overnight collapse of supply, for the future of this state.  

In his paper Brian Fleay states � 

A sobering reassessment of the future of natural gas in Western Australia is underway. Since the 
1970�s governments and bodies such as the Chamber of Commerce and Industry have regarded it as 
�The Magic Pudding�, a nirvana opening the way to a golden future. The reference here is to the 
famous book of this title by Norman Lindsay where there was always some pudding left over no matter 
how much of it was eaten. 

Members know that in a finite world that cannot be assumed. The paper, at page 2, goes into remarkable detail 
about the current state of the gas industry. It states � 

Domestic gas prices under new contracts are increasing steeply, reputedly from A$2-2.50/GJ to 
A$5-6/GJ, the latest in 2009 being A$9-10/GJ with the details hidden in commercially confidential 
contracts. 

Members know that with those trajectories for gas for our principal and most flexible energy source, we need to 
undertake careful and concerted energy planning.  

I think that Brian Fleay goes on to say that one of the most important things to do�maybe I have taught him a 
few things�is to mix our gas resource with as much free energy as we can. To mix down the gas resource so 
that it lasts for as long as possible into the future would involve high capital up-front costs for renewable energy, 
but ultimately free energy. To do that, we need to develop a state energy strategy. The paper states � 

There is an urgent need for a Western Australian Natural Gas Strategy 2060 to address long-term 
solutions to the impending shortage of natural gas supply and rising prices for domestic 
consumption and electric power. The consequences of high and low consumption rates need 
evaluating against likely supply. Integrated risk management strategies are needed to improve 
gas and electricity supply resilience. 

It is not only security, but also resilience to perturbation. To continue � 

An immediate and significant focus on renewable energy sources for electric power generation is 
needed in Western Australia to reduce the dependence on gas-fired generation by 2015 and 
beyond. 

The vision of a continuous economic and population growth must be questioned. 
Brian is old enough to be able to make that statement.  

This is a great paper and I will provide it to the minister. He has one more sleep with Fat Cat before the budget 
and maybe he can take the report to bed with him. It is a great bedtime story, �Natural Gas: �Magic Pudding� or 
Depleting Resource Lessons in Western Australia from 2008�.  

I conclude my comments on behalf of the Greens (WA) and support the general thrust of this bill with some 
reservations. I advise the house that we will introduce some amendments to it. 

Debate adjourned, on motion by Hon Peter Collier (Minister for Energy). 

House adjourned at 8.55 pm 

__________ 
 
 
 


