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NORTH WEST GAS DEVELOPMENT (WOODSIDE) AGREEMENT AMENDMENT BILL 2014 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [4.11 pm]: Before we broke 
for question time, I was talking about the domestic gas reservation policy that we have had in Western Australia 
since 2006, some of the concerns around it and the degree of opposition from certain players in the sector. 
I noted that other states—from memory, Queensland and Victoria—are currently looking at a similar type of 
proposal to consolidate a policy that will ensure that their domestic markets are guaranteed a supply into the 
future. I am not sure whether Hon Robin Chapple canvassed the federal government approach to a domestic gas 
reservation policy; I understand there is not one in existence, and I do not think there is currently an appetite for 
one. 

The North West Gas Development (Woodside) Agreement Amendment Bill 2014 validates an agreement 
reached between the state government and Woodside in late 2014. The bill will enact a few changes to the 
agreement, the most significant being that it will ratify and entrench, if you like, the domestic gas reservation 
policy so that the 15 per cent reservation for new gas contracts will be consistent. This agreement, as 
I understand it, is important because the North West Shelf companies were coming towards the end of a previous 
agreement that had been set up in 2004 and gave approval for 70 million tonnes of LNG. It is probably timely 
that the agreement be updated to take into account a number of changes in the market. This new agreement will 
give them access to 86 million tonnes of LNG—a significant change. The agreement is quite technical, and this 
bill will ratify and insert a couple of changes to the main state agreement. Clause 5 of the bill ratifies the 
variation to the agreement, and clause 6 inserts schedule 5—a copy of the variation agreement. The new 
agreement will allow a third party to bring gas through a facility; that gas will also be subject to the domestic gas 
policy. Another quite significant change is that Woodside must give the government at least six months’ notice if 
it wants to put its gas facility into a non-operational phase. The variation also allows the government to seek 
a third party with appropriate expertise to arbitrate that decision if it is not satisfied that a facility should be put 
into a non-operational phase. As I understand it, that is a significant change to the agreement. 

This bill also provides for offsets. During the very short briefing I had the other day, which I unfortunately had 
to interrupt for certain reasons, the advisers told me that the bill provides for offsets should they be needed. The 
advisers also said that they did not think they would be used, but they are there if needed. I understand that 
a credit amount of 43 petajoules has been allowed to the company for its domgas allowance, if you like, and that 
is related to the timing of the passage of this bill. I must say that given the agreement was struck only late last 
year, the bill has moved through both houses fairly quickly. 

This is a fairly brief piece of legislation that varies a longstanding state agreement with six partners that has 
certainly put Western Australia on the world map as a significant gas producer and exporter. We know that one 
of the primary reasons for the agreement being put in place initially was to enable that type of activity to occur. 
Over the last few years, although there has been significant growth in the number of potential gas fields 
identified, new operations established and development occurring, we know that these things do not happen 
overnight. It can take many years—in fact, dozens of years—from the initial exploration through to the 
development and then the extraction and getting the gas to market. It is a significantly expensive exercise. 
Although those things are quite often caught up in the long-term planning stages, at a much more local level, of 
course, for the ongoing support of our own businesses, there has been a concern about security of supply. A few 
years ago, in either 2008 or 2012, we dealt with gas specification. 

Hon Peter Collier: No, it was 2009, just after — 

Hon KATE DOUST: Time flies when we are having fun! 

That bill was brought into this place to try to alleviate the concerns at that time about appropriate access and 
security of supply. Its purpose was to enable a different mix, if you like, of gas, and deal with issues around 
transport and storage. 

[Quorum formed.] 

Hon KATE DOUST: I thought that government members would be really excited to have a discussion around 
domestic gas policy given that we are all supporting this change today. 

It is a fairly technical bill, but it really makes only three significant changes to address the government’s 
concerns: to reinforce and to cement into the document the domestic gas reservation policy; to guarantee its 
ongoing support across the sector; and to allay any concerns of industry and the Western Australian consumer 
about future security of supply. Quite a lot of work has been done in this space. In 2011 a significant report on 
the domestic gas reservation policy was tabled, from which a raft of recommendations flowed. I am sure that the 
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government has been following up on those recommendations. The updates to this agreement are probably partly 
the result of the recommendations made by that committee. The minister may be able to provide further 
information, but I imagine that this is the start of a number of variations to state agreements, particularly for 
those operating in the gas exploration area, to make sure that we entrench that policy and provide for that 
security. 

I come back to my original comments that I made when I started this very brief speech; it is a very interesting 
time worldwide to be dealing with gas. There have been changes in technology and in methods of transport and 
storage. Issues are afoot with falling oil prices, which also have a significant impact on gas prices. The cost of 
gas has also been a major ongoing matter of concern for Western Australian consumers. I am sure that when the 
minister had responsibility for this area, he would have had to deal with that from time to time. 

Hon Peter Collier: I certainly did. 

Hon KATE DOUST: He certainly did. The matter has bipartisan support. We want the industry to thrive in our 
state and consumers in this state to have good access to affordable and reasonably priced gas. But, as I said, there 
are a lot of factors. There is not only the issue around the falling oil price; I understand the flow-on impact hits 
gas prices about three months later. A number of countries have improved access to gas, such as the USA, which 
has been tapping into shale gas and other forms of unconventional gas. Whether countries need to access gas 
from other places has impacted upon prices. 

We have seen changes in methods of transportation. There has been debate in the last year throughout Canada 
about gas pipelines and access and how that will operate. I think there are similar issues in the state of Texas in 
the USA with new pipeline developments to transport gas. All these things certainly have an impact upon 
demand and supply and cost. Although they may be a long way from us, our players in the industry are 
obviously watching what is happening overseas—certainly our domestic consumers would also be watching—
and would have concerns about what sort of share we would have at a local level. 

The change that has occurred here is eminently sensible and the government needs to be congratulated for the 
changes it has made to the state agreement and the fact that it has been able to lock in this domestic gas 
reservation policy in this way. I will alert the minister that the opposition does not need to proceed to committee, 
but the Greens have some questions. With those few words, the opposition supports this legislation. 

HON PETER COLLIER (North Metropolitan — Leader of the House) [4.24 pm] — in reply: I thank 
Hon Robin Chapple and Hon Kate Doust for their contribution in what is, dare I say it, a unity of purpose in 
ensuring that we have security of gas supply. Although this bill—Hon Robin Chapple is quite correct—will not 
do it in isolation, it will contribute to that security of supply. I thank those two honourable members for their 
support. Just very briefly, the original North West Shelf state agreement required a domgas commitment. The 
5 064 petajoules obligation to supply was exhausted by the end of 2014. However, the project continues to 
supply under commercial contracts extending to 2020. The government underwrote the initial North West Shelf 
project by building the Dampier to Bunbury natural gas pipeline and agreeing to take-or-pay contracts. 

Why do we need a variation agreement? It signals continued application of domgas policy. It gives transparency 
for the market on existing and new approval arrangements. It gives certainty for the North West Shelf and third 
party users. I refer to export approval and domgas obligations. The agreement provides export approval for 
86 million tonnes. That is expected to be sufficient to exhaust current reserves. The 15 per cent domgas 
reservation and marketing provides 703 petajoules, or just fewer than 100 terajoules, a day over the life of the 
agreement to 2034. An additional 754 petajoules of gas will be supplied under the existing contracts to 2020. 

I will respond to a couple of specific questions asked by Hon Robin Chapple about the domestic market and 
what will happen with gas supplies in the very generic sense in terms of depleting resources. The domestic gas 
supply from the North West Shelf project is expected to fall until the last existing domestic gas contracts expire 
in 2020. Supply will fall from an average of 470 terajoules a day in 2014 to an average of 100 terajoules under 
the terms of the variation agreement unless new export approvals are granted. The new supply from the Gorgon 
and Wheatstone domestic gas facilities under construction is expected to offset the fall in supply from the 
North West Shelf project. On balance, the Independent Market Operator considers domestic gas supply over the 
next decade to be adequate. The government is concerned, of course, about securing domestic gas supplies in the 
long term. It is in discussion with the LNG industry on the application of the policy as projects progress. As 
I said, in isolation this bill will not solve the problem, but it must be dealt with in the context of a raft of different 
projects that are on the drawing board and continuing negotiations. 

I refer to the heritage aspects of the Burrup Peninsula and how they are protected. The North West Gas 
Development (Woodside) Agreement is subject to the laws of the land for the purposes of environmental 
regulation and compliance. The development is subject to the Environmental Protection Act and petroleum 
legislation at the state level. It is also subject to the commonwealth’s Environment Protection and Biodiversity 
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Conservation Act at the federal level. The protection of Indigenous values is administered through the 
Aboriginal Heritage Act at the state level and the EPBC act federally. 

Hon Robin Chapple asked about whether the minister can reduce the 15 per cent. That is covered by 
clause 46A(6); that is, the minister must be satisfied that the domestic gas market is adequately supplied, taking 
into account the current and future projects committed to, and that the joint venturers have complied with their 
domgas commitment under the agreement. 

I think that covers all the specific questions asked by Hon Robin Chapple. The whole point of the exercise is to 
secure domestic gas supplies for Western Australians. I sought support for the agreement and I have received 
that support, so I say thank you to both honourable members for their indications of support. As I do not think 
there is any appetite to go into the committee stage, I commend the bill to the house. 

Question put and passed. 

Bill read a second time.  

Leave granted to proceed forthwith to third reading. 

Third Reading 
Bill read a third time, on motion by Hon Peter Collier (Leader of the House), and passed. 

House adjourned at 4.30 pm 
__________ 

 
 

 [3] 


	NORTH WEST GAS DEVELOPMENT (WOODSIDE) AGREEMENT AMENDMENT BILL 2014
	Second Reading
	Third Reading
	House adjourned at 4.30 pm
	__________



