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1.

Introduction

1.1

The Standing Committee on Estimates and Financial Operations (“Committee”) was first
appointed on 21 December 1989. Under its Terms of Reference, the Committee is
required, inter alia, to consider and report on any matter relating to the financial
administration of the State.

1.2

At its meeting on 12 November 1997, the Committee resolved to commence an inquiry
into whether the Goldfields Gas Pipeline Tariffs, as determined by the Goldfields Gas
Pipeline Agreement Act 1994 are “fair and reasonable”.

1.3

The Goldfields Gas Pipeline Agreement Act 1994 relevantly provides as follows:
“Tariffs
22(1) Contracts for transmission of natural gas and associated services negotiated by the
Joint Venturers with Third Parties must incorporate tariffs that are fair and
reasonable and consistent with the tariff setting principles approved by the
Minister under this Agreement.” (emphasis added)
“Accounting principles
23(1) The Joint Venturers shall maintain such records (including a separate set of
accounts in accordance with accounting procedures to be agreed between the
Minister and the Joint Venturers) in respect of the establishment, operation and
use of the Pipeline as may be required to show to the Minister’s reasonable
satisfaction that transmission of gas through the Pipeline is available on a
non-discriminatory basis at fair and reasonable prices. The records shall
include, inter alia -
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(a)

information as to the nature and ownership of gas transmitted through the
Pipeline; and

(b)

costs of and revenue from the transmission of gas through the Pipeline.”
(Emphasis added)
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At its meeting on 26 November 1997, the Committee resolved to:
(a)

write to the Minister for Energy requesting:
(i)

a copy of the published tariffs;

(ii)

the basis of the initial tariff setting principles that apply to Third Parties
and any changes to those principles;

(iii)

the final construction cost of the Goldfields Gas Pipeline;

(iv)

the expected life of the Goldfields Gas Transmission Pipeline; and

(v)

any relevant information required to calculate tariffs;

(b)

place an advertisement in the West Australian and Kalgoorlie Miner newspapers
respectively, informing the public of the inquiry and inviting public submissions;
and

(c)

write to the Goldfields Gas Transmission and potential users of the Pipeline
(including AlintaGas, ICI, Western Power etc), informing them of the inquiry and
enclosing a copy of the advertisement.

2.

Sequence of Events

2.1

On 27 February 1998 the Committee invited Dr Peter Murphy, Director North and Inland
Division, Department of Resources Development to appear before the Committee to give
evidence in relation to the Goldfields Gas Transmission Tariffs inquiry.

2.2

On Wednesday 4 March 1998 Dr Peter Murphy gave evidence to the Committee. An
extract from the transcript of evidence being exchanges between the Chairman and Dr
Murphy follows:
“The CHAIRMAN: Which consultants are the department using?
Dr MURPHY: We are using Bird Cameron on the capital cost issue, and
McLennan Magasanik to advise on the tariff setting principles and the fairness and
reasonableness of the tariffs.” (At page 31 of the transcript of evidence);
“The CHAIRMAN: Was a review of the tariffs conducted to determine whether
they were fair and reasonable, as required by the Act?
Dr MURPHY: There has been no review up to now to determine whether the
tariffs are fair and reasonable or whether they comply with tariff setting principles.
We have initiated a review as of now. Therefore, at this stage, we could not
comment on it one way or the other.” (At pages 31-32 of the transcript of
evidence);
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“The CHAIRMAN: What information has GGT provided to your department to
ensure the proposed new tariffs are in accordance with the GGT Act?
Dr MURPHY: At this time they have provided information on their accounting
procedures under clause 23 of the Act. We also expect to see some information
about the modelling that lies behind the existing discount tariff. When we receive
that information that will be passed to our consultant, who will review it to
determine consistency with the tariff setting principles.” (At page 35 of the
transcript of evidence)
“The CHAIRMAN: Could you provide the Committee with all the evidence that
you have been pressing the pipeline owners to expedite the review of their tariffs?
You say that you have been doing that. Could you present that information to the
Committee?
Dr MURPHY: We can certainly indicate what written information we have had
with them. The pressure has been through verbal and telephone calls as well; we
have not recorded all of those but we can give you written evidence.” (At page 36
of the transcript of evidence)
2.3

At its meeting on Wednesday 26 August 1998 the Committee resolved to write to Dr
Peter Murphy at the Department of Resources Development requesting any outstanding
documents which had been requested but not provided to the Committee, including the
Bird Cameron and McLennan Magasanik reports. The Committee gave consideration to
issuing a summons should Dr Murphy fail to provide the reports requested. Attached and
marked Annexure "A" is a copy of an extract from the minutes of the Committee’s
meeting of Wednesday 26 August 1998.

2.4

On 1 September 1998 the Committee wrote to Dr Peter Murphy at the Department of
Resources Development requesting copies of the reports prepared by the consultants
advising the Department in relation to capital costs and tariff setting principles and
seeking a reply by 15 September 1998. Dr Peter Murphy stated in his evidence to the
Committee on 4 March 1998 that the consultants advising the Department on capital costs
and tariff setting principles are Bird Cameron and McLennan Magasanik respectively.
Attached and marked Annexure “B” is a copy of the letter from the Committee to Dr Peter
Murphy dated 1 September 1998.

2.5

On 9 September 1998, Mr Peter Kioses from the Department of Resources Development
responded to the Committee’s letter of 1 September 1998 in which the Committee
requests copies of the Bird Cameron and McLennan Magasanik reports. On behalf of the
Department, Mr Kioses sought a 10 day extension of time until 25 September 1998 in
which to reply to the Committee’s request to enable the contents of the requested
documents to be reviewed for confidentiality in conjunction with the seeking of advice
from the Crown Solicitor’s Office. Attached and marked Annexure “C” is a copy of the
facsimile dated 9 September 1998 from Mr Peter Kioses to the Committee.
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2.6

The Chairman of the Committee orally agreed to the 10 day extension of time sought by
the Department and at its meeting on Wednesday 9 September 1998 the Committee
ratified the decision of the Chairman allowing the extension of time. The Committee
resolved that the Chairman be authorised to issue a summons to Dr Murphy to produce
to the Bird Cameron and McLennan Magasanik reports should the Department of
Resource Development decline to provide the reports by 25 September 1998. Attached
and marked Annexure "D" is a copy of an extract from the minutes of the Committee’s
meeting of Wednesday 9 September 1998.

2.7

On Friday 25 September 1998 at 5.07pm the Committee received a facsimile from Dr
Peter Murphy of the Department of Resources Development in which Dr Peter Murphy
acting in his capacity as Director - North and Inland Division of the Department, declines
to provide a copy of the Bird Cameron report and requests the Committee not to require
production of the McLennan Magasanik Report until after completion of the impending
tariff negotiations with Joint Venturers. Attached and marked Annexure “E” is a copy of
the facsimile dated 25 September 1998 from Dr Peter Murphy to the Committee.

2.8

On Tuesday 29 September 1998 the Committee in accordance with its resolution on 9
September 1998 and through its Chairman, authorized the Clerk of the Legislative
Council to issue a summons to produce documents pursuant to section 5 of the
Parliamentary Privileges Act 1891. The summons was issued to Dr Peter Murphy,
Director - North and Inland Division of the Department of Resources Development and
served on Dr Murphy by Mr Jason Agar, Committee Clerk on the morning of Tuesday 29
September 1998. The summons required Dr Murphy to produce to the Clerk of the
Legislative Council by not later than 4.30pm on 29 September 1998 the documents
described as the Bird Cameron report and McLennan Magasanik report. Attached and
marked Annexure “F” is a copy of the Summons to Produce Documents dated 29
September 1998.

2.9

On Tuesday 29 September 1998 at 5.39pm the Clerk of the Legislative Council received
a facsimile from the Principal Policy Advisor to the Minister for Resources Development
and Energy which enclosed a copy of a letter dated 29 September 1998 from the Minister
of Resources Development to Dr Peter Murphy referring to the “Summons to Produce
Documents” served on Dr Murphy and directing Dr Murphy and all officers of the
Department of Resources Development not to release the Bird Cameron report and
McLennan Magasanik report to the Committee. Attached and marked Annexure “G” is
a copy of the facsimile and enclosed letter received by the Clerk of the Legislative
Council on 29 September 1998.

2.10

On Thursday 8 October 1998 the Clerk of the Legislative Council received a facsimile
from Dr Peter Murphy, Director - North and Inland Division, Department of Resources
Development in response to the Summons to Produce Documents to which is attached a
copy of the abovementioned letter from the Minister of Resource Development dated 29
September 1998. In the facsimile Dr Murphy states that:
"I now formally indicate in response to the Summons to Produce Documents that
I have received a direction from the Minister of Resources Development
instructing me not to release the documents in question."
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Attached and marked Annexure "H" is a copy of the facsimile dated 8 October 1998 and
its attachment.
2.11

The Committee reports this matter to the Legislative Council.

HON MARK NEVILL MLC
(CHAIRMAN)
14 OCTOBER 1998
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