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PETROLEUM LEGISLATION AMENDMENT AND REPEAL BILL 2005 
Second Reading 

Resumed from 7 April. 

DR S.C. THOMAS (Capel) [1.00 pm]:  The intention of the Liberal Party is not to oppose the bill but to help it 
be passed.  However, we would like to raise some serious issues concerning it.  It is the intention of the Liberal 
Party that those issues be more formally examined in the other place, because that house will have the 
opportunity to consider more particularly the uniform legislation aspects of the bill.  We will not beat about the 
bush.  I thank the Minister for State Development for listening.  A couple of issues need to be addressed.  We 
have had some conversations about the bill with both the government and the petroleum industry.  I am aware 
that the industry supports the bill and has not demonstrated any opposition to it.  The Liberal Party raised a 
couple of issues with the industry that it did not seem to be particularly aware of.  I will take the opportunity to 
raise those issues in the house in anticipation of the government being further questioned on them when the bill 
goes to the other place.   

The bill amends three Western Australian acts - the Petroleum Act 1967, the Petroleum Pipelines Act 1969 and 
the Petroleum (Submerged Lands) Act 1982.  It also makes minor consequential amendments to other acts.  The 
changes are specifically designed to align the Western Australian acts with the commonwealth legislation in 
response to calls from industry for national consistency in the regulation of safety in the petroleum industry.  The 
commonwealth has created the National Offshore Petroleum Safety Authority to oversee the regulation of 
offshore petroleum operations.  Such operations are run principally from Western Australia.  The authority is 
doing much good work.  The commonwealth Petroleum (Submerged Lands) Amendment Act 2003 created the 
National Offshore Petroleum Safety Authority and carries regulations dealing with occupational and safety laws 
in the petroleum industry.  The Labor government has essentially introduced a bill that deals with those matters.  
In the most part the bill seems to be significantly along the lines of the commonwealth act.  Respective 
provisions of the state Petroleum (Submerged Lands) Act, the commonwealth legislation and the bill are 
ostensibly the same.  However, there are a few minor differences between the federal legislation and what the 
bill provides for the other two Western Australian acts - the Petroleum Act 1967 and the Petroleum Pipelines Act 
1969.  Without dragging out this debate too long, I will take a little time to highlight a couple of those 
differences.   

Two weeks ago we debated another piece of uniform legislation, the Gene Technology Bill.  The minister who 
represents the Minister for Agriculture and Forestry in this house is not in the chamber at the moment.  However, 
he told us in no uncertain terms that it was very difficult to vary uniform legislation.  Differing state and federal 
legislation would, of course, cause difficulties.  The minister was quite unwilling to countenance an amendment 
that I moved to vary that bill.  I find it a little incongruous that there are exceptions to that position and that 
uniform legislation can be varied.  In this case, the legislation has been varied.  The government would not 
accept a variation between commonwealth and state legislation about the quarantine procedures in Western 
Australia but it is willing to vary uniform legislation to deal with safety and health issues in the petroleum 
industry.   

I draw the minister’s attention to a couple of points in the bill.  It first seeks to vary the Petroleum Act and later 
seeks to amend the Petroleum (Submerged Lands) Act, but it varies the latter act much more along the lines of 
the federal legislation.  I draw the minister’s attention to the definition of “operator” on page 201 of the bill, 
under the part dealing with the Petroleum (Submerged Lands) Act.  This is a good example of the bill reflecting 
the commonwealth legislation.  It defines “operator” as -  

. . . in relation to a facility or proposed facility, means the person who, under the regulations, is taken to 
be the operator of that facility or proposed facility; 

That definition sounds very legalistic.  It basically says that the operator is the operator, which makes a lot of 
sense.  I now turn to page 3 and the definition of “operator” under part 2 of the bill, which aims to amend the 
Petroleum Act.  This definition does not wholly reflect the definition in the commonwealth legislation.  In fact, 
“operator” has a different meaning under this clause and is split into 10 parts, from paragraphs (a) to (j).  That 
does not occur in the federal legislation.  I will not read the whole of the definition, because the paragraphs are 
repetitive, but it states in part - 

“operator” -  

(a) in relation to an operation to explore for petroleum or the carrying on of such 
operations or the execution of such works as are necessary for that purpose, in a 
permit area, means the registered holder of the permit for that area; 

(b) in relation to an operation to drill . . . means the registered holder . . .  
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(c) . . . means the registered holder of the lease for that area; 

Under this definition the operator is no longer defined as the operator; instead, the operator is defined as the 
person who holds the licence, lease or permit for an area.  The minister would be aware that the administrative 
arrangements of many companies in the oil and petroleum industry are rather complex.  The registered holder of 
a permit may not be the individual or company that undertakes the mining operation.  It may well be a contracted 
company or a company that has entered into another sort of business agreement that undertakes that work.  It has 
been known for a long time across the mining industry that one person may hold the permit for an area but a 
second company may be contracted to remove the minerals.  In this case we are talking about petroleum.  There 
may even be third and fourth contractors down the road.   

The Liberal Party has taken this opportunity to put on the record the differences in two parts of the bill compared 
with the federal legislation.  The broadening of legislation in that way can be very difficult to carry out.  Under 
the federal legislation and the state Petroleum (Submerged Lands) Act, as amended by the bill, the person 
responsible for an operation will be the operator.  That means that the person or company that undertakes the 
drilling will be responsible for the occupational health and safety of the people who work for that operation.  The 
bill moves that onus onto the permit holder under the Petroleum Act.  The opposition believes this has occurred 
for a couple of reasons.  One reason is the provision that allows access to various businesses for safety 
inspections.  It will enable not only the National Offshore Petroleum Safety Authority but also other bodies to 
undertake inspections.  It may well enable the union movement to expand inspections from company operations, 
where there may or may not be a safety issue, to the entire company or a holding company that is holding the 
permit.  This creates an uncertainty that should be examined in the other place.  That is one example of a slight 
difference between the state and commonwealth legislation.  The difference in the wording in the definition will 
make a huge difference to its application.   

I draw the attention of the house to another aspect of the bill and the difference between the Petroleum 
(Submerged Lands) Act 1982, which is ostensibly the same as the commonwealth act, and what is supposed to 
be uniform legislation in the Western Australian Petroleum Act.  I refer to clause 47, on page 198 of the bill 
before the house, which seeks to insert schedule 5, “Occupational safety and health”, into the Petroleum 
(Submerged Lands) Act.  Under the heading “Objects” at line 16 it reads - 

The objects of this Schedule are, in relation to facilities located in an adjacent area -  

The crucial word is “facilities”.  The application of the amendment will be in accordance with what are defined 
as “facilities”.  The state legislation is slightly more vague than the commonwealth legislation.  I refer to clause 
17, which seeks to replace schedule 1 of the Petroleum Act 1967 with a new version.  Under the heading of 
“Objects” it reads - 

The objects of this Schedule are, in relation to petroleum operations -  

It might be argued that that is a fairly minute point and that the difference between a facility and an operation is 
not great.  Nonetheless, I put it to the minister that there is a large degree of difference.  A facility has defined 
boundaries.  The state and commonwealth Petroleum (Submerged Lands) Act, and the rest of the commonwealth 
legislation, refer to a “facility” as having defined boundaries, so that if there is a problem in a particular 
petroleum facility, such as a refinery, who has access and where is clearly defined.  The rather broader provision 
in the state legislation of “petroleum operations” could potentially mean anything.  A petroleum operation could 
mean headquarters in St George’s Terrace, Perth; or in Sydney; or in Hong Kong or some other international 
site.  Although it might appear to be a rather small and meddlesome issue, it will make a difference to the 
operations of this bill.  It lays bear the potential to expand what can be assessed to the entirety of a petroleum 
industry’s activities.  
I acknowledge that industry has not raised these issues, and that is why we will not move any amendments to this 
legislation.  However, the opposition would like to be on record as saying that it has some concerns about the 
capacity for this legislation to allow access and inspection to almost any area of this industry without concern for 
the ability of companies involved to operate.  The impact of this legislation might well be the unionisation of the 
petroleum industry, which, to a large degree, has remained disputation free.  The petroleum industry does not 
wish to inflame industrial action.  However, this legislation has the potential to allow a Kevin Reynolds-Joe 
McDonald-style application of union activity into - 
Ms M.M. Quirk:  Can we use the word “style” when referring to Kevin Reynolds? 

Dr S.C. THOMAS:  I thank the member for Girrawheen.  Perhaps I should withdraw the word “style” and use   
Mr A.J. Carpenter:  Method.   
Dr S.C. THOMAS:  Yes, thank you, minister; a far better term.  The specific concern of the opposition is that 
this legislation will continue the government’s agenda to accommodate unions by a move away from individual 
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agreements to more of a whole-of-industry basis.  That could well open the door to militant unionism.  The 
petroleum industry has remained free of militant unionism to a large degree.  The petroleum industry is an 
integral part of the future of Western Australia and will play a large part in providing the financial wealth of this 
state into the future.  It is good to see the Premier continually acknowledge the high growth of Western 
Australia.  I am sure, to a large degree, that growth is due to the resource sector, particularly the petroleum 
sector.  It is therefore important to maintain the smooth running of this sector.  The problem with this legislation 
is that it could create the potential for union militancy to develop in light of its loose wording.  It is noteworthy 
that the government has been willing to alter uniform legislation in this case when it has been unwilling to do so 
in other cases purely on the grounds that it was uniform legislation.  I ask the minister to comment on those 
issues.  Having said that, the opposition supports the bill.  
MR C.J. BARNETT (Cottesloe) [1.16 pm]:  I will comment on the issue of safety and the condition and future 
of the off-shore petroleum industry, particularly the natural gas industry.  Following the Piper Alpha disaster in 
the North Sea, which I have been advised occurred in 1987 and in which 170 lives were lost, the off-shore oil 
and gas industry has picked up the ball and put a huge effort into safety.  Let us face it, in the off-shore industry 
workers often face quite dangerous situations because of the use of volatile material under high pressure, and the 
operation of heavy machinery while exposed to the elements - storms and the like.  It is a hazardous, high-risk 
occupation and, therefore, highly paid.  The industry is to be applauded for the way it has worked on safety 
issues, particularly in this state over the past 20 years or so.  

In light of the off-shore constitutional settlement reached in, I think, 1979, which has probably proved not to be 
the greatest deal Western Australia has ever been involved in, there are state waters; the territorial sea, which is 
arguably a mix of commonwealth and state waters; and commonwealth waters beyond that.  Obviously it is 
logical that something as important as safety warrants uniform rules and administration in commonwealth 
waters, the territorial sea and state waters.  Indeed we could argue it applies to on-shore exploration and 
development activity.  When companies working in this area are training their personnel, installing equipment 
and instituting procedures, it is illogical for different procedures and processes to apply within the different 
boundaries that have been drawn.  I endorse the objective of high standards of safety and a uniform 
administration of safety and procedure across all areas within Australia, both on shore and off shore.   

With the support of the states, the commonwealth initiated its own inquiry in 2001.  Typically, the 
commonwealth then went away and established its national authority, the National Offshore Petroleum Safety 
Authority.  It is recognised that Western Australia was doing well and had responsibility for regulating safety, in 
both state and commonwealth waters.  The formation of a national authority concerns me.  We do not need a 
national authority for national consistency; they are not the same.  If a new authority is to apply to safety in both 
commonwealth and state waters, I would much rather that body be a truly federal body involving both federal 
and state ministers and be jointly responsible.  Let us face it: the only parts of the offshore oil and gas industry in 
Australia that matter for its future are Western Australia and perhaps off the Northern Territory coast towards the 
Timor Gap area.  The oil and gas field in Bass Strait is important but it is a diminishing field.  The future of the 
petroleum industry is very much in the north and western coasts of this country, particularly in this state.  I do 
not believe that the commonwealth understands the significance of the industry’s future; it is a long way off 
understanding that.  I do not think that many people in this state, or even members of this chamber, understand 
what potentially could happen with the petroleum industry.  I want to make a few comments about that because 
safety is one important component of an industry that should grow and should be to the betterment of this state 
and this nation if it is managed properly.   

Obviously the first petroleum discoveries of any commercial value were in the Dongara area.  The Parmelia 
pipeline was constructed and brought gas to Perth for essentially town gas purposes - low-value usage of gas, 
such as heating and cooking.  A small Australian offshore exploration company, Woodside Petroleum Ltd, 
discovered gas off the north west coast in the early 1970s.  It was a massive discovery in about 120 metres of 
water, which at the time was regarded as being in deep water.  Today 120 metres of water for offshore 
exploration would be regarded as a puddle.  Exploration and development in the Gulf of Mexico goes down 
below 1 000 metres and people now talk about 3 000 metres not presenting a particularly great challenge.  
Advancement in the industry has therefore been extraordinary and makes the areas of deep water a long way out 
from our coast increasingly prospective.   

Development took place and Western Australian governments, primarily conservative but also Labor 
governments - not the commonwealth government - played a major role in the development of that resource.  
The major public and government role has been played by the Western Australian government in its various 
forms, first by encouraging the development and entry of major new oil and gas companies from around the 
world.  This resource, despite the aspirations of Woodside, was clearly beyond the capacity of that small 
Australian company.  The development of the Dampier to Bunbury natural gas pipeline, which cost $1 billion, 
resulted in gas being delivered to Perth in 1984 and a large volume of gas to the south west alumina industry and 
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so on.  In 1989 the export phase in the form of liquefied natural gas was developed by simply cooling the gas to 
around minus 170 degrees so that it became a liquid, reduced in volume and could be exported.  I guess the most 
significant and more recent development is the extension of LNG exports to Japan, our principal market, and into 
the emerging growth area of China.  The expansion of the industry, therefore, has been very much conducted in 
Western Australian and credit for that is due there. 

Safety is important, as there will be an enormous expansion of the industry for a whole lot of reasons that I will 
not go into now.  The reserves of gas off the Western Australian coast are now more than 100 trillion cubic feet.  
Members can guess, but the reserves will probably end up being close to 200 TCF.  It is the most valuable, 
undeveloped natural resource in the Asia-Pacific region.  Nothing else comes close to it.  The importance of that 
resource is not recognised in Australia, not even in this state.  The issue for this country, and particularly for this 
state, is to use that resource well.  One hundred trillion cubic feet is a lot of gas.  All of Australia, including 
current exports, uses about 1 TCF of gas a year, and we have at least 100 and probably 200 TCF.  It is an 
enormous natural resource and is secure constitutionally and legally in a stable part of the world.  It could 
provide all sorts of advantages to the state.  Gas is methane molecules - CH4.  That is all it is, with some C3, C4 
and C5 high-value molecules; however, essentially it is methane.  It can be used in a variety of ways.  The real 
challenge for this country and this state, if the state is smart enough, is to ensure that we sell natural gas for its 
high-value use.  The most basic, lowest-value use of natural gas is town gas - the original domestic gas project 
that distributes gas around cities and pipelines for heating, cooking and so on.  It is a very simple, basic use; we 
just light it.   

The next slightly more sophisticated use for natural gas is to generate electricity in gas-fired power stations.  It is 
very clean, very efficient and, if the gas is priced right, very economical.  Western Australia leads the country by 
a country mile in its use of natural gas.  Nearly half the power generation in this state is by natural gas.  In the 
other states it is probably five per cent or less; they are virtually totally dependent on coal-fired generation.  
Natural gas produces about half of the greenhouse gas emissions of equivalent coal-fired generation.  Australia 
should be using its natural gas if it is anywhere near serious about reducing its greenhouse gas emissions now 
and into the future.   

I will tell the house a true story.  About a year ago, the head of a major United States corporation came to see 
me.  I will not name him or the company but I have known him over the years.  He wandered into my office and 
said that it was great to see we had found all that gas and it was terrific that we intended to export it to the United 
States.  He said that the US would buy it and use it and he asked why we did not use a bit of it ourselves.  He 
said that we were mad and that we as a country did not realise what we had because we were not using it.  
However, he said that no matter what the price was, the United States would buy it and use it and that his 
company would be a big user of it.  We are one of the few developed countries in the Organisation for Economic 
Cooperation and Development group - probably the only country - that could painlessly reduce its greenhouse 
gas emissions or prevent their growth in the future.  Not only Western Australia, but also major cities such as 
Sydney and Melbourne and other major industrial areas could do that, by simply using natural gas.  People in 
industry and power generation will not switch to natural gas in the other Australian states until there is a 
transcontinental connection to the north west coast.  The gas reserves in Queensland, central Australia and South 
Australia are limited to between 12 and 15 years.  No-one will make a major capital investment to use gas power 
generation or gas chemically while these reserves are limited; yet the Australian government entertains the idea 
of bringing down natural gas from Papua New Guinea.  It is mind blowing.  Why would the Australian 
government even consider subsidising the transport of gas from Papua New Guinea to the east coast of Australia 
when it has one of the largest undeveloped resources in its own country?  In my view and from my observation 
over several years, there is simply no understanding of this issue. 
Power generation, therefore, is an important use.  The third high-value use, I guess, is to chill it and export it as a 
liquid.  That would probably increase its value by three times; that is fine.  We have a lot of natural gas and the 
growth of LNG exports should be very strong for a long period.  For the next 20 to 30 years natural gas 
internationally will fill that void between power generation based almost entirely on coal and before it goes 
almost entirely nuclear.  Natural gas internationally will fill that gap until acceptance and endorsement of nuclear 
energy becomes more obvious.  Therefore, the market for natural gas will be very strong for at least a generation 
or two, and we should benefit from that.  That is, therefore, a high-value use. The success of its export into China 
is important.  However, the really important use of natural gas - the glittering prize - is to use it not only for town 
gas, power generation or LNG exports, but also for its chemical properties; that is, to use it not only for its heat 
value but also chemically to bring about chemical change.  That, of course, in the minerals industry and in other 
areas means further processing and value adding, not just by power generation.  A couple of projects in this state, 
with all sorts of chequered histories, had actually started to do that.  The lateritic nickel projects use gas for both 
energy and chemical change.  It took the process to a higher level.  The precious metals vanadium project at Mt 
Magnet should have been taken more seriously by this government.  It was important for the development of this 
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state, not only because of the vanadium resource, but because it was one of the few projects that used natural gas 
for power generation and chemical change.  The direct reduced iron plant at Port Hedland is the same.  Using gas 
to produce chemicals, fertilisers and other products is of the same ilk.  It is the future for this state to use the 
chemical properties of natural gas.  It is our overwhelming economic advantage not only over the other states - 
forget them - but also internationally.  However, it is not recognised and understood in public policy areas.  That 
is what we should be doing.   
The policy implications for Western Australia are pretty clear.  The gas is 1 500 kilometres away.  We have to be 
able to move that gas around the state.  The irony is that the contracts that the state government of the day set up 
in the late 1970s brought about the development of the North West Shelf project, while the breaking up of those 
contracts 20 years later actually bought about private sector investment in pipelines, to move gas around the 
state, and in private sector power generation using natural gas.  There was a huge wave of investment in the 
goldfields, mid west and Pilbara pipelines.  This state needs to extend that investment.  We should be developing 
pipeline infrastructure to Albany through the south west, and we should be taking pipeline infrastructure to 
Broome.  It sounds far out, but it is not.  We are talking about a very small pipeline - very easy to do and very 
low cost.  We should be using natural gas in all aspects of our economy.  Then we will start to see some major 
economic advances.  The economic advantage of natural gas cannot be overstated.  It is a clean, flexible, high-
value feedstock for mineral processing, agricultural processing and the production of a vast range of chemicals 
and synthetic products.  However, we do not use it that way.  Every time we have started to progress down that 
path, there has been a lack of commitment and the progress falls away. 
Every now and again an opportunity comes along.  The government cannot create opportunities, but every now 
and again one comes along.  The trick is to use that opportunity to its fullest.  The post-war redevelopment of 
Japan was a unique economic opportunity, which was grasped by this state through the North West Shelf project, 
the Pilbara iron ore industry and so on.  The expansion of China and India presents another once-in-50-years 
opportunity that this state needs to grasp.  However, it is not a matter of simply doing more of the same.  We can 
only grasp the opportunity if we do something new and different.  That is where, for all the reasons I have been 
going through, natural gas is critical to our economy.  This government had a once-in-a-generation opportunity 
with the Gorgon gas project.  The project has been talked about for 10 years; it is not new.  There are good 
reasons for putting part of the Gorgon project on Barrow Island, to extract the greenhouse gases and reinject 
them into subsurface structures.  
[Leave granted for the member’s time to be extended.] 
Mr C.J. BARNETT:  If the whole of the Gorgon gas resource is to be developed and processed on Barrow 
Island, this state will have lost its once-in-a-generation opportunity.  It is a great project, and the Gorgon reserves 
are only part of it.  The deeper Jansz reserves are greater and more valuable, and the technology will allow them 
to be extracted.  Here is a unique opportunity for this state to take a giant step forward that would parallel the 
development of the Pilbara in the 1960s and 1970s, and the decision has been made to put the project on Barrow 
Island.  I will not name the company, and I will not name the executive, because they were concerned a year or 
two ago when I was raising issues about the use of Barrow Island.  I have confidence that the companies and the 
government of the day can administer Barrow Island properly from an environmental point of view.  I do not 
think that is a difficulty.  However, on Barrow Island, which has been an A-class reserve for 70 years, we will 
not see the development under any government of a large industrial complex.  There may be a liquefied natural 
gas plant, but there will not be spin-off industries using that natural gas.  The government will say that there is 
provision to bring the gas onshore.  That will not happen, for the very reason given by the chief executive of one 
of the major players in the Gorgon project.  He asked me why we were objecting to the project being located on 
Barrow Island.  I gave him the reasons that I have just given to the house.  He said that, from the point of view of 
his company, he could not see why it would bother to sell natural gas into Western Australia for $2 to $3, when 
it could sell the gas for $8 to $10 internationally.  Point taken - why would he bother?  Commercially, it is not 
attractive to bring the Gorgon gas onshore.  A good government must make sure that part of that massive reserve 
does come onshore and is available to the Western Australian market. 

Gas is not a rare commodity.  I have been talking about how much we have, and how much we will 
prospectively have in the future, but gas is all over the world.  We have a large undeveloped resource.  What 
makes it important is the security and the size of that resource, but what will really matter is the price.  If the 
price of gas charged for projects within Western Australia is not much different from the international price, no 
one will come here.  Construction costs, industrial relations, isolation and distance from markets will overwhelm 
any project.  A different market must be created for gas within Western Australia.  It must have abundant 
supplies of gas coming in at a price well below the world price.  If that is done, and investment is made into 
common user infrastructure facilities, then this state will take the next big economic step.  If it is not done, 
ministers will run around, irrespective of whether it is the current minister or his successors, going to opening 
ceremonies, cutting ribbons and being given plaques to hang on the wall.  All that will happen, and Western 
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Australia’s exports will increase, but will we have taken the big step forward?  No; we would have done it well, 
but it will simply be more of the same.  My fear is that even the commonwealth does not have that sort of view 
on its horizon.  The commonwealth government entertains the notion of bringing gas from Papua New Guinea, 
and does not have a clue about what we have in our own backyard, and what the potential is.  

Gas is the most important natural resource for not only Australia but also the whole Asia-Pacific region if it is 
used properly and to our economic advantage.  It is only a matter of money; people will pay the price, because it 
is a valuable resource.  It is cheaper here than it is anywhere in the developed world by a long margin, except for 
the Middle East, where it is given away, but nobody wants to go there.  We have an advantage, but we must use 
it.  We must be smart, but we must place our cards on the table in a smart way for Western Australia and for 
Australia.  My fear is that this national safety body will be the start of a complete commonwealth dominance of 
the offshore oil and gas industry.  The commonwealth has twigged that, politically, this is big.  The Chinese 
government cares about it - its representatives are in Western Australia this week.  The commonwealth has 
twigged that it matters, but has not twigged to how it can be used for Australia’s advancement as a nation.  My 
fear is that we will see more and more commonwealth regulation and control, and whoever is in power in this 
state must be strong.  The deal that was struck over Gorgon and Barrow Island was without doubt the weakest 
deal ever struck by a Western Australian government.  We had the card in our hand, and when it was put on the 
table it was face up.  It was absolutely dumb, but it is not irretrievable. 

While I agree with this legislation, I hope that the current minister will work within this framework to make sure 
that this national body does two things.  First, it must deal only with safety, and have no wider agenda.  Second, 
it needs to be reformed so that it genuinely reports to both commonwealth and state jurisdictions.  Let us face it, 
there is only really one oil and gas reserve of significance in this nation, and that is in Western Australia, 
although there is a little bit in Bass Strait, which is already developed and is very quickly declining in reserves.  
The oil and gas industry is Western Australian.  The commonwealth has done virtually nothing to drive the 
development of the industry over the past 30 years.  The development has been driven by successive 
governments and Parliaments in this state.  We should keep it and keep our control, otherwise that gas will be 
sold in huge amounts and large amounts of revenue will go to the commonwealth.  This state will get nothing out 
of the Gorgon project.  It will collect a bit of payroll tax.  It is a joke.   

People talk about the revenue from the Gorgon project going to the commonwealth.  What revenue?  I know the 
companies and the people involved in the Gorgon project.  I have great admiration for them and they are terrific 
at what they do.  It is a magnificent project and an engineering triumph.  However, no Australian company is 
involved in Australia’s greatest natural resource.  Payment will apply under a resource rent tax regime, which 
was designed for oil and not gas.  The companies will pay company tax on their profits and a bit of payroll tax, a 
pittance, to the state government.  The companies will not pay for the gas.  The resource rent tax will mean that 
for perhaps 10 years virtually nothing will be collected through buying the gas off the Australian people.  It is an 
extraordinary deal for the companies and an extraordinarily naive deal for the Australian and Western Australian 
governments.  I am not about putting down people’s projects, but this is an absolute El Dorado.  I first met the 
chief executive of Chevron in San Francisco probably in the mid-1990s when Gorgon was just something that 
was only talked about.  People said that there was a bit of gas out there.  He said to me that although 
development was still some way off - this was about 1994 - Gorgon was Chevron’s number one international 
project; it was its future.  It was then that I started to twig just what was the international significance of what we 
have.  The former Chinese Premier came here as a Vice-Premier to visit the iron ore projects in the Pilbara.  The 
party flew to the Pilbara and I accompanied it.  We kicked rocks and whatever, and on the way back we talked 
about gas.  He had no comprehension of gas or its future.  We had to persuade him to agree to have the plane 
descend and do a figure of eight, probably below the allowable height limit for an aircraft, over the North West 
Shelf project.  That was the start of what is now an enormous transaction with China to sell natural gas.  It has 
happened in a very short time with a lot of bipartisan support between federal, state, Liberal and Labor 
representatives, and everyone deserves credit for that.  However, the world is recognising more quickly than we 
are exactly what we have.   

My message is: support this authority, make sure its only role is safety and ensure that it reports equally to state 
jurisdictions.  The only state that really matters in petroleum is Western Australia, and to some extent Victoria; 
the rest of the states are not really in the game.   

MR A.J. CARPENTER (Willagee - Minister for State Development) [1.46 pm]:  I thank the two members of 
the opposition who have contributed to the debate.  I found it very interesting.  If I were to categorise the two 
contributions, I would say that the first contained detail on this legislation that may need a little more exploration 
and explanation.  I will take that on board as a request.  I have some notes from which I might be able to provide 
some assistance and illumination, but I appreciate that the point will be raised again in another place.  The 
second contribution, from the member for Cottesloe, could be fairly categorised as describing the bigger picture 
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of the industry that we have, the industry that we might have and some of the pitfalls that might be found in the 
development of the industry.  I find it very interesting that the member has made those comments.  

The member for Capel raised the two definitions of “operator”.  I am advised that the reason for the difference in 
the definition of “operator” between the offshore acts and the onshore acts, which must also cover some offshore 
titles, is the intrinsic differences between offshore and onshore operations.  The commonwealth legislation 
focuses on facilities that are appropriate for offshore operations.  There may be a platform or a mobile drilling 
rig.  “Operator” in that case is fairly easily defined.  Onshore the situation is different.  I think the member 
outlined why.  The example of Barrow Island involves many different operations for a pipeline that may cover 
hundreds of kilometres and many different operations.  Additionally, operations under the Petroleum Act and the 
Petroleum Pipelines Act are limited to those operations occurring under the title areas.  Interestingly, though, it 
has not been raised as a concern in the discussions I have had with industry on this issue. 

The other issue related to the use of the word “facility”.  The drafting instructions attempted to describe the 
requirements for coverage of the term “facility” in the onshore and offshore context as both would be required 
for the Petroleum Act 1967 due to its coverage of both the state’s internal waters and the onshore areas.  This 
approach was based on the wording of clause 4 of the proposed schedule of the offshore act - the Petroleum 
(Submerged Lands) Act - describing “facilities”.  These instructions subsequently resulted in draft 3 of the 
Petroleum Legislation Amendment and Repeal Bill 2004.  Rather than use this convoluted approach to the 
description of “facility”, the drafting involved the current wording of the bill, “petroleum operation”, as applied 
for the various title types under the Petroleum Act 1967.  This approach drew on the earlier work in sections 4 
and 5 of the Petroleum Safety Act 1999, in which “petroleum site” is a reference to a place at which a petroleum 
operation is conducted.  The petroleum operation in the Petroleum Safety Act 1999 was further defined as 
anything required by petroleum law under an authorisation.   

Under this approach, the definitions of “petroleum operation” and “pipeline operation” covered what needed to 
be covered, as a broader range of matters onshore were to be considered.  The following examples illustrate the 
difficulties in applying the term “facility” onshore.  Offshore, drilling occurs on a floating drilling rig serviced by 
supply vessels.  All the operations occur on the rig or facility.  Onshore, drilling is carried out by the drilling rig 
together with associated plant such as mud circulation tanks, workshops, lay-down areas, offices and 
accommodation camps.  That is a broader range of activities and therefore a slightly broader definition is 
required.  In offshore pipeline construction, the pipe-lay barge is described as a facility as pipe is laid on the 
seabed.  Onshore pipeline operations occur in the pipeline licence area.  These operations include trenching, pipe 
lay and backfill and cover areas such as workshops, compressor stations and accommodation camps.  These 
activities can occur along a 400-kilometre pipeline, as was the case with the recently completed Telfer pipeline.  
The same concept applies to onshore secondary pipelines or flow lines within a production area.   

As I have said, the stakeholders, subsequent to the opposition’s seeking a briefing, were approached.  They said 
that they had no problems with those definitional differences and that they were very keen for the legislation to 
be put in place.  The National Offshore Petroleum Safety Authority is in operation and is based in Perth with 
something like 30 employees.  The development was welcomed nationally by all parts of the industry.  I want to 
make sure that the member for Capel understands that I am not aware that any motive involved the facilitation of 
industrial action, industrial disputation or anything of that nature.  No motivation along those lines has ever been 
brought to my attention.  Certainly none of the stakeholders has ever raised that with me as a concern.  I hope 
that information is helpful in the debate that will follow in the upper house.  I understand that some members of 
the upper house might want to explore these issues more deeply and more broadly.  I look forward to that.   

The member for Cottesloe articulated many of the thoughts on these very big projects that are afoot or in 
prospect in Western Australia that have been going through my mind since I became minister.  As he said, there 
are world-class massive reserves of gas.  There is great interest from all parts of the world in the exploration and 
exploitation of those reserves of gas.  We should look at what is going on in the world, especially the economic 
growth in China and India and the reorientation of energy policy in the United States, particularly California on 
the west coast.  Opportunities are opening for us to market Western Australian gas.  The engineering prospects 
are magnificent.  We have the subsea reserves and we can see the markets.  It is a matter of bringing up the gas, 
chilling it into liquid form, transporting it to those destinations, and reaping the rewards.  As the member for 
Cottesloe said, the trick is to draw down the benefit for the Western Australian community from those projects 
more broadly and to derive benefits that will last.  I am very concerned about that prospect slipping through our 
fingers.  I have made those concerns clear to the proponents of the projects.  I would like to see, and I will 
pursue, more advantage and a longevity of benefit to Western Australia over and above those contemplated at 
the moment.  I also agree with what the member for Cottesloe said about the commonwealth government, 
although I do not think there is another agenda concerning this authority.  I believe it is genuinely motivated and 
concerned only with safety in the industry.  I agree with him about the reporting requirements to various 
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Parliaments.  If there is some sort of recognition or awareness of the value of this to Western Australia and 
nationally, there does not seem to be much manifestation of that awareness.   

The member is right.  Bringing gas through a subsea pipeline from Papua New Guinea to Australia could only be 
justified if there were no reserves in Western Australia.  In that case, it would obviously be an opportunity.  
However, Western Australia has huge reserves - an amount of 100 trillion cubic feet was mentioned by the 
member.  The reserves are of an almost unimaginable size.  Opportunities to pipe the gas to the eastern seaboard 
are not being explored by the commonwealth government; it has no interest in it.  I have said in this chamber on 
a number of occasions recently that we do not get any recognition of the need for facilities or infrastructure 
development from the commonwealth government.  It is as if Western Australia were, somehow or other, 
another country that was simply paying rent or tax to the commonwealth government and there was no interest in 
developing or strengthening our economy in the interests of the nation as a whole. 

Mr D.F. Barron-Sullivan:  The minister mentioned getting the best deal for Western Australia in the use of its 
gas reserves.  What can and is being done at a state level to achieve that aim? 

Mr A.J. CARPENTER:  We have to require that and we do.  However, there is an issue beyond that.  A certain 
amount of the gas must be reserved for domestic marketing.  The member for Cottesloe hit the nail on the head 
by asking at what price.  It is all very well to reserve a small but important percentage of the reserve for 
marketing in Western Australia but if it is marketed at a price that is uneconomical for the demand in Western 
Australia, it may as well not be marketed.  There are currently extremely strong prices for natural gas 
internationally.  Through our agreements and our discussion with the proponents, we have to ensure that a level 
of gas reserve is constantly available in Western Australia for development in this state.  It must be available in 
the market at all times.  I do not think the member would suggest that we go to the point of setting a price at 
which it must be available.  We would then be venturing into difficult negotiations. 

Mr C.J. Barnett:  As long as there is an oversupply, price will be low. 

Mr A.J. CARPENTER:  Yes.  I listened to the briefings by the operators about how much gas they were going 
to ship overseas, how much they were going to reserve here and what the prices were to be.  I then heard from 
people from Burrup Fertilisers and others about the critical economic aspect and the price at which they can 
access the gas.  It went through my mind whether we should set prices at which the gas must be available 
domestically.  That is not the answer.  However, there has to be a substantial amount of gas that is always 
available here so it is economical for the proponents to sell domestically, even at a lower price.  That is the trick 
we have to pull. 

Mr D.F. Barron-Sullivan:  Essentially, the same thing happened with LPG.  There was an oversupply in the 
domestic market but in that case the higher price was justified on the basis of import parity with petroleum 
prices.  As the price of natural gas goes up in the future on the world market, and even if we mandated a supply 
for Western Australia, what is to say that the price will not go up? 

Mr A.J. CARPENTER:  As the member for Cottesloe said, if we have a big enough volume that must be 
reserved domestically, it makes economic sense for the operators of those projects to sell into the domestic 
market, even at a lower price.  That is what we have to do. 

The state government and Parliament need to be able to stand up and negotiate in a vigorous, rigorous and tough 
way.  What we should never do - I do not know whether we have ever done it - is allow ourselves to be rolled 
over by the major international companies.  The reserve is here and the economics of the situation draw the 
companies here.  The amount they need to reserve for our domestic consumption will not impact upon the 
economics of their operations.  Other things may well do, but that will not.  We have to take a hard line in the 
negotiations on some of these projects.  There are a lot of them now; some of them are very big.  In general, I 
agree with the sentiments, comments and the description of the industry and its opportunities from members on 
the other side of the house.  I thank members for their support of the passage of this legislation.   

We have reflected on the absolutely critical nature of safety in the oil and gas industry.  We do not have to think 
too deeply about it to realise that it is needed.  Just recently, an explosion at a facility in Texas killed 15 people.  
It has caused great trauma to people in the area and the company. 

Mr C.J. Barnett:  Longford in Victoria as well. 

Mr A.J. CARPENTER:  That is right.  As it stands, the state has a very good reputation for safety in the 
industry.  I have made it clear and I will continue to do so that our support for the authority is contingent upon 
that reputation being maintained and enhanced in the future. 

Question put and passed. 

Bill read a second time. 
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Leave granted to proceed forthwith to third reading. 

Third Reading 

Bill read a third time, on motion by Mr A.J. Carpenter (Minister for State Development), and transmitted to 
the Council.   
 


