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Division 4:  Industry and Resources - Service 3, Investment Services, $23 451 000 - 
Mrs D.J. Guise, Chairman. 

Mr A.J. Carpenter, Premier. 

Dr J. Limerick, Director General. 

Mr G.W. Stokes, Deputy Director General. 

Mr M. Banaszczyk, General Manager, Finance. 

The CHAIRMAN:  Does the Leader of the Opposition have a question? 

Mr P.D. OMODEI:  I refer to page 122 and the point relating to the state agreement for Fortescue Metals 
Group’s East Pilbara mining operations under “Major Achievements For 2005-06”.  I refer the Premier to the 
government’s decision to withdraw support from Fortescue Metals Group in its bid to gain access to BHP 
Billiton’s Pilbara railways.  Given that the Premier is responsible for agreement acts and this issue, has the 
Premier been involved in discussions on this issue with FMG, Rio Tinto Ltd and/or BHP; and, if so, how many 
times? 
Mr A.J. CARPENTER:  Yes.  Is the Leader of the Opposition talking about rail access? 

Mr P.D. OMODEI:  Yes. 
Mr A.J. CARPENTER:  I do not know whether I could provide a figure off the top of my head. 

Mr P.D. OMODEI:  Several? 
Mr A.J. CARPENTER:  Yes, several times.  The issue has arisen during discussions over a broad range of 
issues, and obviously it is a matter of some interest to those parties and the government.  Yes, I have been 
involved in discussions. 
Mr P.D. OMODEI:  May I ask a supplementary question? 
The CHAIRMAN:  A further question from the Leader of the Opposition. 

Mr P.D. OMODEI:  Given that the government obviously supported FMG’s proposal to the National 
Competition Council on more than one occasion for access to the Pilbara railways, and that the decision has now 
been made to withdraw that support and set up a state-based access regime for heavy haulage, will the Premier 
advise the committee of the form that the state-based access regime will take?  Will the state-based access 
regime also include access to iron-ore port facilities?   
Mr A.J. CARPENTER:  It would be fair enough to categorise the position of the state as not so much 
withdrawing support but seeking another way forward through this issue.  We were trying to come to a 
resolution between all parties that did not involve our being tied up in court action for any number of years.  That 
proposition was the central tenet of the state Treasurer’s position in the letter he wrote to the federal Treasurer.  
We believe that the state can play a role.  There are still provisions under the state agreement that require third 
party access.  It is a matter of how that can be best brought to reality.  We are of the view that the state being 
involved in the way suggested by the Treasurer is preferable to having a determination made followed by an 
appeal one way or the other, which may take a very long period.  Rather than having access to the rail 
infrastructure for the Fortescue Metals Group’s own trains, engines and rolling stock, it is better that the 
company is facilitated into a commercial arrangement with the existing producers for those producers to carry 
the ore.  That is a preferable outcome if we can get it because it is more likely to be achieved sooner than the 
determination model.  I will ask the director general to provide some more information.  It will be useful and he 
can probably provide more clarity than I can provide. 

Dr J. Limerick:  When the state Treasurer wrote to the federal Treasurer on this matter, he said that the state 
continued to support the objectives of rail sharing.  He suggested that there was another route other than the 
declaration process; namely, the carriage of ore under a state-based regime on the rail system that already 
existed.  The difficulty that has existed historically is that some of the dispute resolution provisions within 
agreements do not satisfy the requirements of the Australian Competition and Consumer Commission as being 
an equal access regime.  BHP Billiton has entered into negotiations with the state to bring the rail agreement up 
to the standard so that it can be certified with the ACCC as being an equal access regime. 

Mr A.J. CARPENTER:  FMG is focusing on the port of Port Hedland.  My understanding - I do not think it is 
in contention - is that the port of Port Hedland is considered to be common-use infrastructure. 

Mr P.D. OMODEI:  Why did the Premier act only in the eleventh hour given that the federal Treasurer was 
going to make a decision - or, in this case, a non-decision, which is the status quo - and then change his ground?   
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Mr A.J. CARPENTER:  The proposition only crystallised in the time frame in which the letter was written.  
Last year, when I was the Minister for State Development and dealing with these issues on a more regular basis, 
as I recall, no real proposition was developed in discussion along the lines of what we are now proposing.  It may 
have been the deadline that started to crystallise people’s attention on what would happen if we got a declaration 
anyway and whether it would solve the matter. 

Mr P.D. OMODEI:  Had there been a declaration to allow access, what would have happened?   

[4.20 pm] 

Mr A.J. CARPENTER:  We anticipated that there would have been an appeal, so it would not have gone very 
far - at least not in the short term, anyway.  

Mr P.D. OMODEI:  In relation to the port, will the Premier outline the reasons?   

Mr A.J. CARPENTER:  It is because Port Hedland has its own port authority, and it is considered to be 
common-user infrastructure, although there are allocations in the port for BHP, obviously.  As I understand it, 
FMG has been designated a position for a facility should its project get up.   

Mr J.N. HYDE:  The first dot point under “Major Initiatives For 2006-07” on page 122 refers to assisting 
investors in new project developments in Western Australia.  How important is state government funding of 
major infrastructure projects, particularly ports, to facilitating new investment commitments in Western 
Australia?  What is lined up after 30 June this year; in other words, in the forthcoming budget?   

Mr A.J. CARPENTER:  The last part of that question comes under the budget of the Department for Planning 
and Infrastructure rather than the budget of the Department of Industry and Resources.  In broad terms - I do not 
think there is any dispute about this - there is obviously significant private investment in infrastructure in 
Western Australia, and governments encourage that.  However, there are issues that relate to that.  One of those 
issues - we have just been discussing this - is what happens when there is monopoly access, or monopoly control, 
over what was originally conceived to be open access or common-user infrastructure.  Western Australia is 
required, because of economic forces, to invest vast amounts of money in providing infrastructure to allow the 
resources projects that we want to go ahead to go ahead.  We do not get a lot of contribution from the 
commonwealth.  We get road funding, but not very much, because it is based on a ratio of how much of the 
national road network this state has.  Therefore, this state - this is common for both Labor and non-Labor 
governments - is lumbered with having to provide a lot of infrastructure.  The government has made a decision, 
as the member knows, to spend a lot of money on providing infrastructure.  I think $18 billion in infrastructure 
spending is identified in the forward estimates.  In addition, the government needs to provide all the human 
services that support those projects.   

The Chamber of Minerals and Energy of Western Australia was correct in its analysis of the shortcomings in the 
federal government’s budget.  It said that the federal budget had two critical weaknesses as far as Western 
Australia is concerned.  I think further analysis showed there were more than two for the industries that it covers, 
but there were certainly two.  The first was the lack of support for physical infrastructure, with the consequent 
risk that bottlenecks will develop.  The second was its lack of support for further exploration, and the consequent 
impacts of the short-sightedness of that policy, because we need to keep facilitating the growth of the resources 
industry by encouraging exploration.  Geraldton is a good example of what the state can do through its physical 
infrastructure investment.  All members would have seen what has happened in Geraldton over the past four or 
five years.  There has been a transformation of that city.  Stage 1 is where we are at the moment.  Stage 2 will 
follow with the development of Oakajee.  We are trying to engage private investment in that second phase of the 
development for Oakajee.  However, the initial stage, with the redevelopment and deepening of the port and the 
change to the transport networks into the port, has allowed Geraldton to grow in a way that people could not 
have conceived six or seven years ago.  That is a responsibility of the state.  That is where we are at in Western 
Australia.  Western Australia is probably unique in Australia, because we are expending huge amounts of state 
taxpayers’ money to generate wealth, the bulk of which is being used to benefit the remainder of Australia.  Our 
economic success is carrying forward the economic success of the remainder of Australia.  Queensland is also a 
big resource state.  However, resources development is not happening much anywhere else in Australia.  A 
common theme from state governments in Western Australia throughout the ages is that we believe we are not 
being supported sufficiently in that task by the commonwealth.  We clearly are not being supported.  

To get back to the issue of why we are putting an office in Canberra, I do not believe there is sufficient 
understanding of the important role being played by the Western Australian economy, and the issues that we face 
in trying to keep that economy going. 

Mr J.N. HYDE:  If the commonwealth budget is providing only $2 billion in infrastructure funding, and we are 
providing $4 billion, that is totally out of kilter. 
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Mr A.J. CARPENTER:  I am not sure what the total figure from the commonwealth was, but very little of it 
was applied to Western Australia.  An amount of $700 million was allocated for road funding over a period of 
time.  However, that will not go very far.  The other great weakness in the federal budget was that there was no 
allocation for Western Australia for research and innovation.  Some money was allocated nationally, and I 
thought that was great, until it was pointed out to me that absolutely none of it would be coming to Western 
Australia.  That is a shame, because spinning out of the resources industry is huge potential for export income 
from technology, environmental management and occupational safety and health issues, which research and 
development can help grow.  That is not to mention, of course, the petrochemicals industry and the LNG 
industry, and the engagement that we have managed to get from some of those larger companies in things like 
the Western Australian Energy Research Alliance, for which we get little commonwealth support.  I sound like a 
whingeing Western Australian government rep, but there we are!   

Mr T. BUSWELL:  I want to get back to FMG and rail access.  I am referring to the letter written to the federal 
Treasurer by the state Treasurer.  What undertakings has BHP given to the government on its willingness to 
negotiate in good faith - which I think is the term the Treasurer has used; what time frame has the government 
set for bringing this matter to reasonable conclusion; and why was the Treasurer involved?   

The CHAIRMAN:  Will the member please relate those questions to the budget papers, and we will then take 
them one at a time.  I will then allow further questions on those questions.  
Mr A.J. CARPENTER:  In relation to the first two points, I would always expect a company like BHP to 
negotiate in good faith.  I would be disappointed if it did not.  I would be disappointed also if FMG did not 
negotiate in good faith  

Mr T. BUSWELL:  That was the undertaking.  They said that they would negotiate in good faith. 
Mr A.J. CARPENTER:  The director general may be able to provide some more detail. 

Dr J. Limerick:  Before the state Treasurer wrote to the federal Treasurer, there was an undertaking from BHP 
that it would be prepared to work immediately with the state, in good faith, to develop a state-based access 
regime that would be certifiable under part IIIA of the Trade Practices Act.  We have not taken any action up 
until now to activate those negotiations, because we were awaiting the outcome of the action within the federal 
arena.  We will immediately be contacting BHP to activate those negotiations.  

Mr T. BUSWELL:  Were any time frames discussed for that process, given that it was argued that that process 
would potentially be shorter than an appeal-based process through the Treasurer?  
Mr A.J. CARPENTER:  We have not set a time frame on it.   
Mr P.D. OMODEI:  On the same issue, the Premier mentioned that FMG has access to a site.  I understand 
there is a technical difference, because obviously if FMG gained third party access to the rail line, that would 
mean that it would also have access to BHP’s loading facility at the port.  I notice from the press that FMG is 
saying that any new access regime would be worthless unless it also provided access to the port facilities.  In his 
letter, is the Treasurer talking about existing port facilities, or the site that has been allocated to FMG at Port 
Hedland?   
[4.30 pm] 

Mr A.J. CARPENTER:  I cannot place myself inside the writer’s mind.   
Mr P.D. OMODEI:  I do not want the Premier to do that; I want him to deal with the facts.   
Mr A.J. CARPENTER:  I appreciate that.  That is what I am trying to do.  My understanding is that Fortescue 
Metals Group’s proposal always had as one of its core parts in its infrastructure its own port facility, as opposed 
to sharing an existing facility with BHP.  I do not believe that in any discussion I have had with either of those 
two groups that the prospect of sharing the loading facility was ever raised.  Yes, there was the rail link to the 
port, but with another link into a separate loading facility.  That was the limit of the shared infrastructure 
concept, as far as I recall.  I am assuming that is still FMG’s position.  It also needs a port facility, and one that is 
separate from BHP’s.   

Mr P.D. OMODEI:  Therefore, the discussions that are taking place with BHP for the state-based access - 
correct me if I am wrong - will allow FMG access to the railway line, but only through a contract with BHP.  Is 
that is what is proposed?  It can then become certifiable under the Trade Practices Act.   

Mr A.J. CARPENTER:  The issue under discussion will be a commercial arrangement between BHP and FMG 
for BHP, or its nominated carrier - in this case it is still BHP - to carry the FMG ore to the port on a commercial 
basis overseen by a state regulatory regime.   

Mr P.D. OMODEI:  Will that require legislation?   
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Mr A.J. CARPENTER:  I will have to get advice on that.   

Mr P.D. OMODEI:  Obviously an existing state agreement act gives third party access.   

Mr A.J. CARPENTER:  The advice to me is that it may require some adjustment to a state agreement act.   

Mr C.J. BARNETT:  I refer to the dot point on page 122 under “Major Initiatives For 2005-06” that relates to 
the mid-west.  I seek information about how the port and, I hope, the industrial site at Oakajee is to be 
developed.  I am pleased the government now supports Oakajee, after having argued against it for four years.  I 
have a sense of confusion over who will actually pull this together, if it is to happen. 

Mr A.J. CARPENTER:  Will the member repeat the question? 

Mr C.J. BARNETT:  The Labor government vehemently opposed the Oakajee project for four years.  Putting 
that to one side, the Oakajee project was initially negotiated by the Department of Industry and Resources, which 
also acquired the site.  I understand that the Geraldton Port Authority will have responsibility for it.   

Mr A.J. CARPENTER:  The model will be that the Geraldton Port Authority will oversee the activities of the 
port as an extension of its function at the current Geraldton port.  It will be responsible for both.   

Mr C.J. BARNETT:  I suggest to the Premier that he have a careful think about that.  It is pretty clear that once 
the port is established, the Geraldton Port Authority could manage it; however, Oakajee is far more than a port.  
Its prime purpose will be the industrial site.  The prime negotiation presumably will be with the prospective oil 
producers, all of whom have prospective projects but probably little cash for major upfront capital contributions.  
Is it not the case that the government will have to lead the way, both in organising the project and probably 
contributing to it financially, to make this happen and that, in time, perhaps 15 years, government will recoup the 
cost?   

Mr A.J. CARPENTER:  The government is certainly playing a lead role.   

Mr C.J. BARNETT:  These people do not have any money.  It is a great project with great prospects but there is 
no money.   

Mr A.J. CARPENTER:  They are attracting investors.   

Mr C.J. BARNETT:  Yes, but no serious money. 

Mr A.J. CARPENTER:  We have not had any push back in the concept of them being heavily involved in the 
provision of infrastructure.  I appreciate the point the member makes about Oakajee.  My understanding, from 
companies operating there, is that the development of the current Geraldton port, which allowed some activity to 
take place, has generated some cash flow which will put them in a position in which they can develop bigger 
resources to the north east.  That will then require the development of Oakajee.  That is the point we have 
reached.  They have been successful in engaging Chinese partners.  It is true that the state is providing a lead 
role, but the negotiation over who will foot the bill for the development of infrastructure is ongoing.   

Mr C.J. BARNETT:  I seek by way of supplementary information the companies and projects that are 
prospective users of Oakajee and the department’s understanding of the tonnage that ultimately will be put 
through that port.  I would appreciate it in written form.   

The CHAIRMAN:  Does the Premier agree to provide that information? 

Mr A.J. CARPENTER:  Yes.  

[Supplementary Information No A30.] 
Dr J.M. EDWARDS:  I refer to the third listed item in the second dot point under “Major Initiatives For 2006-
07” on page 122, which reads - 

 review of factors in India’s economy that may result in risks or opportunities for Western Australia’s 
trading interests; 

Will the Premier expand upon his visit and what those sorts of risks may be?   

Mr A.J. CARPENTER:  My own visit - I did visit India in 1982.   

Dr J.M. EDWARDS:  I thought the Premier was there recently.   

The CHAIRMAN:  The Premier will resist the travelogue and cut to the chase.   

Mr A.J. CARPENTER:  As a backpacker, I identified lots of opportunities.  It was the previous Premier who 
visited India recently.  He bumped me.  As Minister for State Development, I was intending to go and started to 
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develop an itinerary in October last year, but the then Premier decided that he needed to go, and quite rightly.  I 
did not go, but I intend to go soon.   

Mr T. BUSWELL:  One of our members went to India too.   

The CHAIRMAN:  That is a helpful contribution!   

[4.40 pm] 

Mr A.J. CARPENTER:  There are opportunities for Western Australia.  Like China, but unlike China in many 
ways, India has emerged as a major economic power in our region.  It has significantly different internal 
dynamics.  I will provide the member with some information.  India is the world’s largest democracy with a 
population of 1.05 billion.  The median age is 24 years.   

Last week I had the delight of visiting Burrup Fertilisers, an opportunity that has become a realty in Western 
Australia.  At the Burrup site in Karratha there is effectively a $700 million to $800 million plant owned by an 
Indian family company - the Oswal family.  I was there with the managing director,. Pankaj Oswal, who is a man 
probably in his mid-30s with another $1 billion to $1.5 billion to invest in the expansion of his fertiliser plant.  
My point is that there is a huge amount of opportunity in India for investment in Western Australia, which I 
think has stunning prospects.  The estimated growth for India is 8.6 per cent this financial year, and it was 
7.1 per cent in 2004-05.  There will be growth of around seven to eight per cent for the foreseeable future.  India 
is rocketing up the list of countries with the largest gross domestic product.  It is both a significant producer and 
consumer of mineral resources, which creates both competition and opportunity for Western Australia.  There 
are some existing regulation infrastructure impediments to trading with India, but Western Australia has seen a 
good share of India’s fast-growing trade increase steadily.  Western Australia is well placed to take advantage of 
India’s economic growth.  Of course, we have the advantage of sharing a common language to some extent.  
English is obviously widely spoken.  There are opportunities for Western Australia in mining services, education 
and food and beverage.  The sheer size of the Indian market and the rate of growth that is taking place there 
mean that it will become increasingly important both as a destination and source for Western Australian trade 
and, I think, people-to-people exchanges.  May I say, the more, the merrier.   

The CHAIRMAN:  I take this opportunity to remind members that we still have four divisions to go after this 
one, finishing at 6.00 pm. 

Mr T. BUSWELL:  One of the major achievements for 2005-06 listed on page 122 is facilitating construction of 
the Burrup Fertilisers Ammonia Plant, to which the Premier has referred.  My understanding is that to help 
facilitate that investment the state invested in some common-user infrastructure on the Burrup.  My recollection 
is that at the time a number of projects were alluded to. 

Mr A.J. CARPENTER:  Six, I think. 

Mr T. BUSWELL:  Will the Premier detail the status of the other five projects that were effectively used, I 
imagine, to justify that investment? 

Mr A.J. CARPENTER:  It will not take long.  The only project that has come to realisation is obviously the 
Burrup Fertilisers plant, which is building up to a 100 per cent capacity.  My recollection from my visit last week 
is that capacity is currently 20 to 25 per cent and building.  The plant has been operating for only about a month, 
maybe even less.  Five other proponents were looking at locating in the area, or maybe even six others.  I will get 
one of the officers to detail those, and where they went.  The biggest factor that has impacted upon them has 
been the increase in the price of gas and its availability.  The price of gas has increased significantly and affected 
the viability and economics of the projects, although there were other factors as well.  Construction costs were an 
issue.  I remember being involved in some discussions with the Methanex Corporation two years ago when it 
cited rising construction costs as a major problem.  In the end, Methanex suspended its interests in Western 
Australia.   

Mr C.J. BARNETT:  The commonwealth reneged on Methanex.   

Mr A.J. CARPENTER:  The member makes a good point.  I also made the point about the lack of 
commonwealth support for infrastructure.  It is a fact and it has not helped us.  There was also the then 
Department of Minerals and Energy.  It may be better if I ask the advisers. 

Mr T. BUSWELL:  When the Premier’s advisers answer that, could they provide an indication of the impact 
that the loss of those projects has had on the initial cost-benefit analysis, which would have been conducted on 
the state’s investment?  In other words, the state’s investment in the infrastructure would have been - 

Mr A.J. CARPENTER:  It was $180 million. 
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Mr T. BUSWELL:  It would have had returns to the state associated with it as part of that analysis.  I am 
assuming that some of those projects would have been included in that analysis.  I am interested to understand 
the impact of the non-realisation, notwithstanding the fact that others may come on in the future. 

Mr A.J. CARPENTER:  While that request is being processed, am I to read into the member’s question that he 
thinks the investment should not have been made? 

Mr T. BUSWELL:  Not at all.  I am interested to understand the impact that those changes had on the process.  
I suppose in a way it reflects to some degree on the validity of the justification process.  The Premier knows as 
well as I that all these investments must be weighed up and that there is only a finite amount of money to go 
around.   

Mr J.N. HYDE:  The Liberals opposed that process. 

Mr T. BUSWELL:  I did not say that at all, and I do not think it is an improper question if these risk factors are 
considered. 

Mr A.J. CARPENTER:  I appreciate the point.  Superficially - it will be only superficial and I will get some 
more detailed analysis - my recollection is that ultimately $180 million of Western Australian money was spent 
to provide that infrastructure.   

Mr P.D. OMODEI:  Does that include the desalination plant? 

Mr A.J. CARPENTER:  No, I do not think so.  The desalination plant, which produces about four gigalitres, is 
part of Burrup Fertilisers’ operation.  The company put it there itself.   

Mr P.D. OMODEI:  I thought the Water Corporation paid for it. 

Mr A.J. CARPENTER:  I thought the company did it.  The Water Corporation paid for the pipeline into the 
plant.  I might be wrong, and I can check it, but my understanding was that common-user infrastructure provided 
the sites, roads, power and pipelines to the port and so on.  There is only one project.  Unless I am wrong and I 
have misunderstood Pankaj Oswal’s description of the company’s investment, it included the desalination plant 
that it uses for the project, as opposed to the facility that gets the water into the desalination plant.  His manager 
went to some pains to describe the design and source of the materials in the project.  Getting back to the 
member’s question about the cost-benefit analysis, obviously we have spent $180 million; that is the cost.  We 
are getting some benefit and we anticipate that we will get some more.  The director general might be able to be 
of some assistance in explaining some of the other detail. 

Dr J. Limerick:  Just in relation to multi-user infrastructure, I think it needs to be seen as being a long-term 
investment that is being put in place to attract industry into that region.  It consists essentially of the seawater 
cooling water reticulation, which is provided to all plants in that region.  It is a large seawater pumping exercise.  
The additional jetty facilities have been built at the Dampier port and in the infrastructure corridor, which allows 
pipeline corridors and so forth to access between the Hearson Cove part of the estate and the port itself.  One of 
the questions related to the loss of projects.  The decision on Methanex at the time coincided with the sudden rise 
of the Australian dollar and construction costs going up.  The other thing that needs to be recognised is that at a 
time when many of these projects were being conceived, people were talking about dollar gas - in other words, 
gas was available for about $1 a gigajoule.  When one looks at the gas prices that are available internationally 
these days, it raises an interesting question about the choices that companies make when they are looking at 
either converting that gas to liquefied natural gas or selling it on the domestic market.   

Mr P.D. OMODEI:  How much a gigajoule is it now? 

Dr J. Limerick:  Internationally, prices are probably $3 to $4 a gigajoule for LNG.  The other relevant issue is 
posed in a question: what is the benefit to the state from the development of those gas resources that would feed 
into those plants?  Burrup Fertilisers is being supplied by Apache Energy Ltd, which is within state waters so we 
get the royalty benefit from that, but with many of these very large processing operations such as Methanex, 
unless they are supplied out of the North West Shelf, as Methanex currently is, where the state has a revenue-
sharing arrangement with the commonwealth, other fields offshore do not generate that benefit to the state; in 
fact, the petroleum royalty tax goes to the commonwealth.  That raises the issue the Premier discussed about the 
lack of contribution by the commonwealth to infrastructure to promote these projects. 

[4.50 pm] 

Mr A.J. CARPENTER:  It is a long-term investment. 
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Mr C.J. BARNETT:  Will either the Premier or one of his advisers explain the relationship between the state 
government and the commonwealth government in these prospective liquefied natural gas projects?  What is the 
working mechanism?  Who is leading the project?  Is the state government talking with the federal government? 

Mr A.J. CARPENTER:  I have had discussions with Ian Macfarlane, mainly about the provision of 
infrastructure to help some of these projects along.  Two of the major fields are located well off the Kimberley 
coast; therefore, an onshore facility will be remote.  The cost from government to help transport links in and out 
for the necessary infrastructure will be significant because it is a very remote part of Australia.  The resource 
from BHP Billiton’s Scarborough gas project would come ashore at Onslow.  That project raises the prospect of 
Onslow becoming a major centre; currently it is an important but small centre.  The provision of public and 
common-user infrastructure will require very significant costs.  I did not enjoy much support from Minister 
Macfarlane.  I raised the same issues with the Prime Minister during a conversation and he listened attentively.  I 
know that the member for Cottesloe is not his biggest fan.  I would not say that the Prime Minister was nodding 
in agreement, but he suggested that we outline our case in a letter, which I have done.  We cannot force the 
commonwealth government to support us or partner us in the provision of infrastructure, but we must keep 
pushing our case. 

Another critical issue we are negotiating with the commonwealth concerns the geosequestration of carbon 
dioxide from the Gorgon gas field.  That will require extracting gas from commonwealth waters and bringing it 
to state waters, where the carbon dioxide will be stripped off and inserted into an aquifer in state waters.  A 
question of future liability arises at the completion of the project regarding the potential for carbon dioxide to 
leak from where it is stored.  We are currently having discussions with Minister Macfarlane’s office about that 
matter.   

Another issue that the member for Cottesloe is interested in is the domestic gas policy.  The Western Australian 
government has reservations about the percentage of resources set aside for domestic gas consumption from the 
Gorgon gas project and other projects.  The director general has just spoken about the opportunities for 
downstream processing, as it is described, that will arise if the state can purchase gas at the right price.  Ian 
Macfarlane has expressed opposition to that concept.  As I understand it, he dismisses it out of hand. 

Mr C.J. BARNETT:  You will not get big thinking there. 

Mr A.J. CARPENTER:  It is more likely to engage the imagination of the Prime Minister. 

Mr C.J. BARNETT:  The Premier is right in a sense that all these projects are unique and anything that is done 
is a big dollar item.  Given that, why would the state not give priority ahead of other projects to either funding or 
facilitating the infrastructure development of projects that are either in state waters or that have a negotiated 
sharing of royalties? 

Mr A.J. CARPENTER:  As I recall, there are no resources suitable for prospective LNG facilities in state 
waters; they are located far offshore. 

Mr C.J. BARNETT:  The Scott Reef project is partially in WA. 

Mr A.J. CARPENTER:  I take the member’s point.  Another issue is the degree of readiness, preparedness or 
maturity of the proponents of the proposals.  We deal with them as they progress.  We are currently in 
negotiations with Woodside over the issue of domestic gas reservation from its LNG Pluto project. 

Mr P.D. OMODEI:  When making the decision on the common-user facilities, the state had six prospective 
projects lined up.  It is disappointing that only one of the six projects has proceeded.  Will the Premier inform 
members of who built the desalination plant?  Was it the Indian company or was it the state?  Obviously, the 
next major project would be an ammonium nitrate plant.  The same company is interested in building that.  What 
are the chances of that project going ahead given that the company is looking at getting gas from the Pluto 
project?  Also, what are the chances that the price of that project will make it a viable project?  The common-
user infrastructure and the corridor were built in anticipation of a number of projects proceeding, not all of which 
have proceeded; indeed, only one has begun.  How much effort is the government putting in to try to attract the 
other projects? 

Mr A.J. CARPENTER:  We have gone to considerable effort to attract several projects over the past few years.  
I will answer the member’s first question.  Unless I am completely wrong, and I do not believe I am, the Burrup 
Fertilisers operation was built by Burrup Fertilisers as part of the project.  It produces four gigalitres and 
generates four megawatts of power. 

Mr P.D. OMODEI:  It obviously has a greater capacity.  Will the Premier confirm whether that is - 
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Mr A.J. CARPENTER:  I think I can confirm it right now.  No.  I have been there.  I saw it and was told about 
it.  It uses pine from New Zealand and so on.  Burrup Fertilisers built the desalination plant.  I had a very 
detailed tour of the plant and enjoyed a magnificent lunch there.  Of the six original prospects, Burrup Fertilisers, 
which is owned by the Oswal family company, was considered to be the least likely to become established.  
Every reference to it over the past three or four years was sceptical.  Even when it was nearing completion, I was 
told that it would not happen.  That company knew that people were saying it would never be built.  Among the 
people who were saying that were people involved in the other prospects.  Nevertheless, that project has 
proceeded because the company has gone about its business and done it. 

As the Leader of the Opposition said, the company is looking for an extension of its ammonium nitrate 
operation, which would be a $US1 billion investment.  The company is very happy with the way the state has 
worked with it.  However, it needs the gas at a particular price.  The Leader of the Opposition was at the lunch 
when the project was officially launched and that comment was made.  The government is not in a position to 
artificially construct the price for it, and the company does not expect us to.  It is the company’s task to get 
involved in commercial negotiations with a supplier.  It is seeking some recognition from the state that without 
access to gas at a particular price, it cannot progress the project.  However, the price for its product has increased 
significantly, as has the potential for imports.  The price for the end product has also increased considerably.  
From my observation, I believe that the company is reasonably optimistic that it has a chance of proceeding with 
the second stage.  We have had debates in Parliament about the requirement that a certain percentage of 
resources be made available for domestic gas consumption, which creates a market that has a separate dynamic 
from the international market. 

Mr C.J. BARNETT:  That is not new. 

Mr A.J. CARPENTER:  I know. 

Mr C.J. BARNETT:  That is a feature of the North West Gas Development (Woodside) Agreement Act. 

[5.00 pm] 

Mr A.J. CARPENTER:  Yes. 

Mr C.J. BARNETT:  I agree with that. 

Mr A.J. CARPENTER:  That is one of the opportunities.  With regard to the North West Shelf agreement, I 
think that basically the domestic gas underpinned the project at the time.  Rather than the external market, the 
domestic market underpinned the project.  Now, of course, the situation is reversed, whereby the economics are 
all for the export market. 

Mr C.J. BARNETT:  It is actually a bit more than that, because the state, as Dr Limerick will confirm, forwent 
some gas reserves in the short term to allow train 4 to be built, which was, I think, prudent.  It is not an issue 
now, but it was an issue at the time. 

Mr A.J. CARPENTER:  Yes. 

Mr C.J. BARNETT:  Related to that, I asked the minister assisting this question, but I will be interested in the 
Premier’s response.  What does the Premier think would be the consequences of a prospective commonwealth 
listing of the Burrup Peninsula on the National Heritage List? 

Mr A.J. CARPENTER:  What did he say?  I want to be consistent. 

Mr C.J. BARNETT:  I might tell the Premier on Friday.  I might know more on Friday. 

Mr A.J. CARPENTER:  I think it will create difficulties for us.  Obviously, I was involved last year.  I had a 
brief, general face-to-face discussion with Senator Campbell.  I think there has been follow-up correspondence 
about the issue.  I know there has been correspondence on the issue from the state to the commonwealth.  I 
believe it will create significant difficulties for us in attracting future investment into a National Heritage listed 
precinct.  Lots of operators will not want to go near it. 

[Mr A.P. O’Gorman took the chair.] 

Mr C.J. BARNETT:  As a supplementary question, does the government have a strategy for dealing with that, 
or is the Premier thinking about one? 

Mr A.J. CARPENTER:  There are only a couple of options.  Obviously, our position is that National Heritage 
listing is not required, because the state is managing the peninsula very well.  However, we cannot, as the 
member would appreciate, force a decision on the commonwealth.  All we can do is make sure that it 
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understands completely and comprehensively the ramifications that may flow.  However, member for Cottesloe, 
I am open to suggestions. 

The CHAIRMAN:  Members, are there any further questions?  I remind members that there are a number of 
other divisions to be dealt with, and we must finish by six o’clock.  If there are no more questions, the question is 
that the appropriation for division 4 be recommended. 

The appropriation was recommended. 
 


