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Hearing commenced at 9.16 am 

 
Mr ROBERT COLE 
Executive Director, Woodside Petroleum, examined: 

 
Mr STEPHEN ROGERS 
Senior Vice President, Woodside Petroleum, examined: 

 
Mr SHAUN GREGORY 
Senior Vice President, Health, Safety, Environment and Technology, Woodside Petroleum, 
examined: 

 

 

The CHAIR: On behalf of the Economics and Industry Standing Committee, I would like to thank 
you for your appearance here today before us. The purpose of this hearing is to assist the committee 
in gathering evidence for its inquiry into the economic implications of FLNG. You have been 
provided with a copy of the committee’s specific terms of reference. At this stage, I would like to 
introduce myself and other members of the committee present today. I am Ian Blayney, the member 
for Geraldton and the chair of the committee. My deputy chair—who is caught in traffic—is Hon 
Fran Logan, and I my fellow committee members are Jan Norberger, the member for Joondalup; 
Shane Love, the member for Moore; and Peter Tinley, AM, the member for Willagee. The 
Economics and Industry Standing Committee is a committee of the Legislative Assembly of the 
Parliament of Western Australia. This hearing is a formal procedure of the Parliament and therefore 
commands the same respect given to proceedings in the house itself. Even though the committee is 
not asking witnesses to provide evidence on oath or affirmation, it is important that you understand 
that any deliberate misleading of the committee may be regarded as contempt of Parliament. This is 
a public hearing and Hansard is making a transcript of the proceedings for the public record. If you 
refer to any documents during your evidence, it would assist Hansard if you could provide the full 
title for the record. Before we proceed to the inquiry’s specific questions we have for you today, I 
need to ask you some questions. Have you completed the Details of Witness form?  

The Witnesses: Yes. 

The CHAIR: Do you understand the notes at the bottom of the form about giving evidence to a 
parliamentary committee?  

The Witnesses: Yes.  

The CHAIR: Did you receive and read the information for witnesses sheet provided with the 
Details of Witness form today?  

The Witnesses: Yes.  

The CHAIR: Do you have any questions in relation to being a witness at today’s hearing?  

The Witnesses: No.  

The CHAIR: I will read another statement about concerns relating to evidence containing sensitive 
material. In the lead-up to today’s hearing, you have indicated to the secretariat that you might 
request that answers to some of our questions be taken as closed evidence. The committee has 
resolved that as chairman I am authorised to declare sections of the meeting closed when it is 
appropriate to do so. You will know from the information provided prior to the hearing that 
evidence taken in a closed hearing is confidential and no-one may publish or disclose any parts of 
the evidence received by the committee unless the committee itself resolves to make that evidence 
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public. This means that the committee retains control of the publication or use of the closed 
evidence. However, the committee would like to reassure witnesses that we will exercise this 
control in a responsible manner and will not use any closed evidence from Woodside without prior 
consultation with you. Our aim is simply to gather information to allow us to make findings and 
recommendations to government based on the facts gathered from appropriate stakeholders. I invite 
you, if you would like, to make a brief opening statement to the committee.  

Mr Cole: Thank you for the opportunity to address the committee at today’s public hearing. 
Woodside provided a written submission to the committee in early September and we are here 
today to respond to questions you may have arising from our submissions so I will be brief in what I 
have to say as introductory comments. In earlier correspondence, the committee advised of its 
interests in further understanding Woodside’s decision to recommend floating LNG, or FLNG as 
we call it, as the development concept for Browse. In the event that this should result in a request 
for commercially sensitive information, I think the Chairman’s comments have addressed that, but 
we would, in response to a question, indicate that we believe that that is commercially sensitive and 
leave it for you to manage whether we park the questions or how you want it. If we get a question, 
we will indicate straightaway that we are going into that territory. I would ask the committee to note 
that any responses we make today in this public forum are specifically Woodside views and they are 
not made for or on behalf of the joint venturers as a whole, but by Woodside as an independent 
organisation.  

Woodside is Australia’s largest independent oil and gas company. It is headquartered in Perth and 
we are a proud Western Australian company. We have been operating our landmark Australian 
project, the North West Shelf, for 29 years and since 1984, natural gas from the North West Shelf 
has been provided for domestic use. The project contributes about 40 per cent of Australia’s oil and 
gas production. With the successful start-up of the Pluto LNG plant in 2012, Woodside now 
operates six of the seven LNG processing trains in Australia. We also operate four floating 
production storage and off-loading—FPSO vessels—in the Exmouth basin, North West Shelf and 
Timor Sea. We strive for excellence in safety and environmental performance. It is our aim to be a 
global leader in upstream oil and gas, headquartered in Perth. But in a globally competitive 
environment, managing the cost of supply to customers is of critical importance. It has become 
clear to us that the existing model of large onshore LNG plants needs to be revised. This extends 
beyond FLNG to include innovative cost-saving approaches such as construction-led design and so 
called floating facilities, including port facilities. In our view, we need to focus on commoditising 
technologies, on innovation rather than opting for conventional bespoke solutions each time. We 
believe that FLNG technology is an important part of the suite of development options available. It 
has the potential to unlock new and additional energy resources and serve as a complementary 
development option to traditional onshore LNG facilities. FLNG comprises longstanding proven 
technology on a floating facility, and carries strong economic appeal as it allows companies to 
phase capital expenditure on large, very capital-intensive developments. It is timely to focus now on 
how Australia, and indeed Western Australia embraces this new FLNG technology, the benefits that 
flow and ensure policy settings permit the LNG industry to remain competitive and sustainable both 
domestically and internationally. FLNG technology has substantial growth potential and may keep 
Australia, and in particular Western Australia, at the forefront of the global oil and gas industry.  

Turning to Browse, I would like to provide the committee with a brief summary as to how 
Woodside moved to an FLNG option for the Browse resource. In early 2013, Woodside completed 
the technical and commercial evaluation for the proposed Browse LNG development at the state 
government’s LNG precinct at James Price Point, which was a requirement of Browse’s retention 
lease conditions. More than the required $A1.25 billion spent—in fact, closer to $2 billion was 
spent by the Browse joint venturers and in excess of 4.5 million man hours was expended on the 
work program to reach that decision point. A top quality front-end engineering design phase was 
completed over a protracted period of time. An external assessment of the work found that it 
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surpassed global industry norms for large-scale capital projects. In fact, this work was ranked by the 
external assessors in the top 10 per cent for major projects globally for technical definition and 
execution planning. After completing this evaluation, Woodside announced that the James Price 
Point development concept did not meet Woodside’s commercial requirements for a positive final 
investment decision. Following that, Woodside undertook an evaluation of alternative development 
concepts including a pipeline to the Pilbara and a modified option in the Kimberley. The estimated 
capital expenditure for these alternatives was considered to be of the same order of magnitude or 
inferior to the James Price Point reference case, and therefore offered no positive value impact. 
Woodside also undertook an evaluation of an FLNG development concept. This concept had an 
estimated capital cost that was materially lower than the James Price Point reference case. In short, 
Woodside considers FLNG as the only viable option for commercialisation of the Browse resource. 
On 20 August 2013, Woodside recommended that the Browse joint venturers progress to the basis 
of design phase using Shell’s FLNG technology and Woodside’s offshore development expertise. 
The recommendation was subsequently supported unanimously by the Browse joint venturers. Basis 
of design is the development phase during which we will determine the major design parameters to 
enable optimal development of the offshore gas fields and associated subsea and FLNG facilities. 
We anticipate completing basis of design—BOD—in 2014 and are targeting a final investment 
decision the following year in 2015. While in effect we have reset the clock in terms of the 
development cycle, we remain committed to the earliest development of the Browse Basin 
resources and are just two years away from being in a position to make a final investment decision.  

In closing, a Browse FLNG development has the potential to make a significant contribution to 
Western Australia and the broader Australian economy, and would provide enduring local content 
and employment opportunities for the life of the project. Thank you very much.  

The CHAIR: I will ask a question related to what you just said. I think you said in there that you 
came to the conclusion that FLNG was the only viable commercial way of developing the Browse 
gas fields. If we threw those leases open to the world and said, “Come and develop them and build a 
plant onshore”, do you think no-one would be interested? 

Mr Cole: I can only speak for our view of the world. We looked at the capital intensity of the 
alternative projects—very capital intensive alternatives—the kinds of rates of return that are 
reasonable given the capital intensity, and the risk involved, and we concluded that that was the 
only viable option. I welcome any additional comments from my colleagues but I can speak only 
for Woodside and how we view the world.  

The CHAIR: Okay.  

[9.30 am] 

Mr J. NORBERGER: Welcome gentlemen. Just a quick question. I suppose it is fair to say that 
the FLNG is untried and unproven, so again, in arriving at your decision to use it, I assume there 
would have been a lot of assumptions made because you would not have had a track record of 
FLNG to fall back on. I think it is fair to say that FLNG is probably a big risk both for Woodside 
and Australian taxpayers. What risks do you see the taxpayer taking on in the Browse FLNG 
proposal?  

Mr Cole: We would not accept that the FLNG project involves a big risk and we would not have 
reached the stage we are at if we still thought there was a high degree of risk and uncertainty. This 
is not technology that Shell has been working on for the past six months or 12 months, but for a 
decade, and you can ask Shell how much money it has spent on developing the technology. We 
would not accept the premise that it involves a big risk. There will be issues in relation to the 
performance of the facility, its reliability and its availability because that has not been tested yet, but 
we have every confidence that, based on the work that Shell has done—an enormous amount of 
work—the facility will operate reliably and at a high degree of availability based on what we know 
now. I do not accept the premise of the question.  
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Mr Gregory: To add to the technology question, the existing LNG technology and the floating 
technology are established but we are just merging them together, which is the innovative bit, and 
that is before a lot of the investment over the past decade. A lot of that comes down to safety and 
operation, and that is where a lot of the modelling has been done and that is the part that is being de-
risked by Shell. In the case of the Browse joint venture, we benefit from an existing facility being 
constructed and designed and follow that one in its path, so it has been de-risked.  

Mr J. NORBERGER: Would you agree with the view that if you are going to bring a new 
technology on line—I have no doubt that a lot of testing and research has been done into it—it will 
have teething issues and teething issues have a cost. If you are going to bring a new technology on 
line, the best place to do it is in a country where the tax regime basically has a taxpayer underwrite 
that to a great degree. Under the PRRT, you only pay tax on a profit, so any costs you incur 
bringing this technology on line—any cost overruns or any delays in essence—the Australian 
taxpayer is helping to write off some of your research and development costs.  

Mr Cole: These are incredibly capital intensive projects, even in a floating form, so Woodside will 
not commit to a final investment decision unless it gets a high degree of confidence in relation to 
the ability to deliver the project on time, on cost and then to operate it safely and reliably. After all, 
we are taking all the capital risk in the project.  

The second response to the question, in relation to the Browse project, is that possibly three floating 
LNG facilities will follow Prelude; therefore, the fabrication and installation—not the operation—
will in effect be de-risked by Shell, having gone through that exercise in the shipyard on the Prelude 
project before we are into the same phase on the Browse project. In terms of the construction risk, 
the construction capex overrun risk and so on, we would anticipate a substantial de-risking 
associated with Browse being a follower to Prelude.  

Mr P.C. TINLEY: You noted that at this stage the FLNG technology is the most cost-effective 
way of exploiting Browse. Others have talked about FLNG being really the most appropriate 
technology for stranded gas fields. We would have to agree that Browse is a mega field, or certainly 
in total consideration. What has changed to make FLNG an appropriate method for developing 
Browse? I am talking specifically about comparative business cases where the cost of capex and 
opex for a modularised construction onshore, which we now know is the standard, versus—not just 
one floating platform—the totality of the extraction that you would need to comparatively process 
onshore, if that makes sense.  

Mr Cole: I will ask my colleagues to chip in here. I will just make the general comment that the 
cost environment for conventional LNG and in Australia in particular has risen dramatically over 
the past six or seven years. During that same time, Shell has been developing, not just finetuning 
but really crystallising, its FLNG technology. So Shell has been working on and crystallising its 
FLNG concept at the same time as conventional LNG. The world has changed, costs have gone up 
and the assumptions we could have made five or six years ago have changed dramatically, but 
beyond that, I will ask my colleagues to chip in.  

Mr Gregory: It is worthwhile keeping in mind the different scopes of infrastructure packages for 
the James Price Point scope of work versus an FLNG scope of work. Yes, you have got three LNG 
trains and three FLNG vessels, but you remove a huge marine infrastructure requirement at James 
Price Point—there is a long pipeline that is not required, a central processing facility, plus three 
separate facilities on each of the fields that were part of the main scope package for James Price 
Point. So there is a cost environment but there is also a scope reduction in the amount that has been 
built and constructed in the FLNG scenario.  

Mr Rogers: We now have a subsea development in conjunction with a floating LNG treatment 
facility, whereas previously we had a multitude of offshore facilities in combination with a land-
based plant. A lot of the cost of the land-based solution sat in the offshore infrastructure.  
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Mr P.C. TINLEY: Would you be able to give the committee some evidence of the proof or 
magnitude of this increase in costs that you face to build at James Price Point?  

Mr Cole: If we get into the area of giving specifics that could get into the commercial-in-
confidence area. We have certainly provided project economics that relate to the decision not to 
proceed with James Price Point to the joint authority and the DMP, so those documents have been 
provided. However, to go on record today with specifics around that would move us into the 
commercial-in-confidence area.  

The CHAIR: Would it be possible for you to provide us confidentially with documentation to 
prove that?  

Mr Cole: To provide the same material that we have provided to DMP? Certainly, in-confidence.  

Mr P.C. TINLEY: All these business cases are an assumption-based model at the end of the day. I 
know a lot of brilliant work goes into those assumptions, particularly around scoping and trying to 
do a comparative study. We would like to see a definitive piece of work that Woodside might have 
done on this project, or Browse, that shows clearly the business case.  

Mr Cole: What we have provided to the state is the assumptions that went into and the economics 
associated with the James Price Point decision, and we are happy to provide those under 
commercial-in-confidence to the committee.  

Mr Rogers: And that includes assumptions.  

Mr P.C. TINLEY: Part of the question was more around exploiting the field completely to industry 
standard. How many FLNG platforms would be needed and how many would be onshore as a 
facility, noting the scope changes?  

Mr Rogers: I did not understand the question.  

Mr P.C. TINLEY: How many FLNG platforms will you need to exploit the field?  

Mr Rogers: As we move into detail with design and front-end engineering, it may change, but the 
current plan indicates three units, which would provide a total capacity of around 11.7 million 
tonnes per annum.  

Mr R.S. LOVE: On the issue of these assumptions in the original business decision that you made, 
I am interested to know in general terms what part the relative risks of both loading technology, 
which is unproved at this stage—how you came to an investment decision when nothing has 
actually been developed which is working in situ anywhere in the world? There must be some sort 
of a risk inherent in an approach into a new technology that is yet to demonstrate its feasibility. I 
know that projects are under construction, but none are being developed anywhere. When you talk 
about assumptions, how did you price into your business decision the risk that there might be a 
catastrophic failure in one of these designs when they are actually implemented? How did you 
characterise controversy around the whole James Price Point area and the literal risk that certainly 
environmental approvals and land-use issues were generating in the Kimberley? Did that play any 
part in the decision?  

Mr Cole: There is an array of questions there.  

Mr R.S. LOVE: It is all about the assumptions.  

Mr Cole: Coming back, I am not sure if you asked this but I will clarify it just in case. It is critical 
that with the FLNG facility what we have entered is a basis of design–concept–select. We are two 
years away from a final investment decision. Next year we will move into a stage known as FEED, 
and then engineering design. The following year, the final investment decision, which is when the 
organisations of the joint venture will commit the billions of capital and take into account all risks 
and make a full final decision. We are two years ahead of that at a preliminary stage.  

Mr R.S. LOVE: Do you think Prelude will be up and running before — 
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Mr Cole: I mentioned before that Prelude will not be operating at that stage, so we will not be able 
to point to an existing track record of operations at Prelude. However, Prelude will have completed 
the fabrication and installation or substantially de-risked that, so they will have gone through the 
construction phase. The next time a Browse ship goes into the yard, the Korean workers will be 
doing the same thing they have done just before on Prelude.  

Mr Rogers: It then takes a number of years for the unit to be fully engineered and built, and 
Prelude will develop a long track record of operations within that period. There is an opportunity to 
make modifications and changes if the need arises. However, the context of FLNG needs to be 
absolutely clear. As Shaun indicated earlier, we are taking a floating technology, which has been 
around now for over 30 years in the production arena, and marrying it with onshore LNG 
technology. There are some facets of the LNG technology that have to be modified for working on a 
vessel, but there is a high degree of knowledge and understanding of the issues around the floating 
technology and the marine technology side of it, together with the LNG technology for the 
liquefaction process. There are not a lot of new things here. This is an adaptation of two existing 
technologies that we are marrying together to come up with a floating LNG system.  

Mr R.S. LOVE: This is a very large vessel floating out in the ocean that is unproven, so there are 
inherent risks for you. Just on James Price Point, the second part of my question, were the 
assumptions you had in terms of what you expected as a return affected in any way by the 
expectations of further problems or cost blowouts on the land-based facility? 

[9.45 am] 

Mr Cole: I am happy to answer that in general terms but careful not to stray into the specifics. In 
considering whether or not to proceed, we looked at an array of risks. We have run a number of 
sensitivities, a reference case and we looked at the risks of a shortfall in the reservoir of capital 
overrun, so we do not look at a just single scenario, obviously. We look at an array of scenarios that 
could unfold and we will have what we believe is a proven basis for a reference decision, if you 
like. We will look at an array of scenarios in making the decision including the possibility of a 
further capital overrun. We weigh up a number of considerations. It is not a simple binary decision.  

Mr R.S. LOVE: The other little point in there, though, is that there was a fair deal of controversy 
around the decision with James Price Point. Did that play any part in your decision at all?  

Mr Cole: Fundamentally, the decision came down to our view of the capital intensity of the project 
and the economics. We believed that we could work with governments and all stakeholders to get 
the project up and to a design–execute phase. At the end of the day, the driver of the decision was 
based on looking at the economics of James Price Point.  

Mr F.M. LOGAN: Thank you, Mr Chair; sorry for my delay in getting here. You are aware that 
obviously two parts of our inquiry look at the impact of FLNG technology on the engineering, 
design, manufacture and fabrication industries here in Western Australia. I note that most of the 
submissions we received from oil and gas companies point to opportunities for Western Australia 
arising from FLNG, but most of those opportunities only relate to the operations phase—to the opex 
phase. Could you describe to the committee what opportunities you believe are there for Western 
Australian businesses in the engineering, design, construction and fabrication stage, if any?  

Mr Cole: Yes, certainly; we will answer that in a number of different ways, if you can bear with us. 
We said in our submission that there is a specific metric that we have given around estimating 
approximately 1 000 direct jobs during construction. But I will invite each of my colleagues to talk 
more specifically around the categories of opportunities we envisage in both the immediate term 
and the long term.  

Mr Rogers: As I mentioned earlier, FLNG is working in conjunction with subsea. We have 
approximately—and of course this is subject to further evaluation—57 subsea wells associated with 
this development, over 190 kilometres of flowlines, 70 kilometres of umbilicals and 12 subsea 
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manifolds. That creates enormous opportunity here in Western Australia for local installation and 
fabrication contractors. Manifolds are smaller units than large offshore platforms, so that puts them 
very much in the domain for local fabricators to be able to build them. With regard to the pipeline 
systems, we can use reel technology. Reel technology creates an opportunity for welding the 
pipelines together onshore here in Western Australia before they are reeled onto the installation 
ships and taken offshore. With 57 wells in the development, that is an enormous amount of drilling 
and completion work, and with drilling rigs that will provide around 4 500 drill rig days to drill and 
complete the wells over the life of the field for this development. That creates enormous potential 
again in the drilling arena. These vessels will be largely crewed by Australians both as marine crew 
and back deck crews on these vessels. 

Moving to the early stages of the project, on the engineering side we are looking at hundreds of 
engineers necessary for both the subsea development and the FLNG side of things, and there are 
companies competent in this part of the world to conduct that work, and so we see a significant 
amount of engineering for combined development being conducted here in WA. That in itself is a 
great opportunity going forward for us because by doing that engineering here in Western Australia, 
it means that we have an experienced workforce ready to service the technical and maintenance 
aspects of this program as we go forward, bearing in mind that there is a 40-year operational life 
associated with Browse. It is important for us to establish that technical infrastructure early on in 
the piece to be able to support the facilities going forward. To our knowledge today, there will then 
be four FLNG units in WA, so there is sufficient demand to be able to support that.  

Mr Gregory: To add to that, the service industry that is needed and required to support all that 
offshore construction is a fairly big multiplier of chefs and just general small support vessels. It is a 
large offshore installation — 

The CHAIR: Are you giving a commitment that all that support will be Australian and preferably 
Western Australian–based? Will there be a preference there for Western Australians?  

Mr Cole: We cannot make that assessment now. Woodside is the operator of this project. We have 
been in Western Australia for a long time. Local content is a matter very close to our heart. 
Obviously, we cannot give a commitment here today that a certain percentage will be based out of 
Western Australia. It is our expectation that the majority of the workers that we have been talking 
about will be Western Australian workers for the array of jobs that my colleagues have described. I 
would like to come back to Steve’s point. The key point I would like you to recognise with Browse 
at least is that Woodside is the operator of the project. We are using Shell technology but Woodside 
is the operator and will be leading all phases of that project. We are headquartered here. 
Steve Rogers is here, Shaun Gregory is here and the lead team for the project will be here. During 
the construct phase there will be a real hub—the gravity, if you like, of the project—here in 
Western Australia consistent with our lead role as operator, and we are not moving any time soon.  

Mr P.C. TINLEY: How far down the track are you with your workforce planning and can you give 
us any definition around the sort of numbers?  

Mr Rogers: We are six weeks into the basis of design program right now, which is very early in the 
design process. Today we are establishing the design parameters that we will then use for our front-
end engineering work. In that BOD phase, we will be defining our work plans going forward, which 
is when we decide the numbers of people we will need to manage FEED, the numbers of people we 
will need to manage detailed engineering, the numbers of people for construction and so on. It is in 
this next program of work over the next nine to 10 months that we will be establishing the detailed 
work plans for going forward.  

Mr F.M. LOGAN: Just going back to the original question, I am certainly aware of the work that 
has to be done on the subsea—you cannot not do that in Western Australia. With respect, I would 
like to hear your views, Mr Rogers, on the statement you made about the amount of subsea work 
that will be done here because, as you know, companies like Technip and FMG and others who are 
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involved in subsea do not manufacture their equipment in Western Australia or in Australia. There 
is one manifold under construction, as we speak, I think for Woodside, in Henderson, but you are 
not seriously suggesting that all your manifolds and all your equipment for subsea will be fabricated 
here in Western Australia?  

Mr Rogers: No, I am not, and the subsea Christmas trees are very specialist pieces of equipment. 
Today there are no specialist manufacturers in Australia to manufacture those.  

Mr F.M. LOGAN: In coming back to my original point about the work that would be available 
from engineering, design and fabrication to construction, for the amount that the three of you have 
described, is it really just assembly work of existing subsea parts that will come to Australia, 
drilling work and the service industry? If we compare that to the 22 000 direct and indirect jobs that 
were created from the North West Shelf LNG construction—Pluto, for example—what 
opportunities are there for Western Australia or Australia from the FLNG ships themselves? 
Remember, you are working on the parameters for the FEED right now, so there are opportunities 
for you as the client to say to your constructors that you would like these components to be made in 
Australia—you can do that right now, you are at that stage. The example I give is that the turret for 
Prelude is being made in Dubai. Dubai has never made a turret before. As you know, most of them 
are made in Monaco, yet they have given that opportunity to an engineering company operating in 
Dubai to do work for Australians waters. What opportunities will there be for Western Australian 
industry?  

Mr Rogers: Sorry to correct you, but most of the turrets on floating production systems have been 
engineered in Monaco, and most of the build of those turrets has taken place with the various ship-
related fabricators in Dubai. It is a very high-tech and fairly sensitive key piece of equipment for the 
integrity of any floating unit. If we look over the life of this development and the broader picture—I 
am sorry to talk about the operational life for just a second—we are employing a considerable 
number of people to operate these units. Over 1 000 people will be employed through the life of the 
field and there will be a large maintenance and service industry necessary to support those people. 
The local industry will have to grow to support them, it is a fact.  

When you compare that over a long period of time to some of the land-based developments where 
there is an intensive construction piece with large opportunities for people over a short period of 
time, to this over its life, I suggest—I do not know the absolute answer today, I am afraid—that the 
employment opportunities are probably greater around these floating units than they are around the 
traditional land-based unit because of the increased number of people we need to support and 
maintain it through its long life, and it has got a 40-year life.  

Mr F.M. LOGAN: Sorry, we have danced around the question I asked initially. In answering this 
previous question, you referred again to the operational stage. I will put it bluntly: will Woodside 
make a decision on the design phase that will provide any work from the FLNG ships to Australia 
or Western Australia?  

Mr Cole: On the ship itself?  

Mr F.M. LOGAN: On initiatives that will provide any work to Western Australian engineering, 
design, fabrication or construction.  

Mr Rogers: If we start with engineering, a substantial amount of the engineering for the FLNG 
unit, as well as the subsea system, will be carried out here in WA. I cannot tell you the exact 
percentage, but a significant amount together with a significant amount of the project management 
will be carried out here in WA. Woodside as operator is in a position to insist on that. Manufacture 
and fabrication will be subject to competitive tendering processes and suitably qualified contractors 
being able to tender the work. I cannot predict today how much of the fabrication there would be. 
But I would suggest that for the subsea component, a significant amount of certain types of 
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fabrication will be done here, and others will be done overseas for specialist equipment. For the 
FLNG unit, there will be the opportunity for local suppliers to tender for that work. 

Mr F.M. LOGAN: So Woodside would seek to tender out certain components of the FLNG ships 
to Australian and Western Australian businesses so they can get the experience and be a part of this 
new technology, and learn about the construction process for this new technology. I know that you 
are looking at the accommodation part of the FLNG ship and you are also looking at the anchors 
possibly being fabricated in Western Australia.  

[10.00 am] 

Mr Gregory: I think that if we look to put as many competitive packages out and if Western 
Australian companies can bid and have the confidence to win those packages, then it is a free-
market, competitive tender that we would be promoting.  

Mr R.S. LOVE: I want to go back to the original decision to abandon James Price Point as the 
point of contact. There were a number of commitments or opportunities for the traditional 
landowners of the Kimberley in that whole arrangement. What do you see as being any opportunity 
for the Aboriginal people now that the James Price Point option has been abandoned? Is there 
anything specifically that Woodside is willing to commit to the advancement of the native people of 
that area?  

Mr Cole: We have withdrawn from the native title agreement on James Price Point. It was 
specifically designed and constructed around a James Price Point land-based solution and we have 
withdrawn from that. Going forward, we will need to assess what is an appropriate contribution to 
the communities. As a general principle, as a company we support the communities where we 
operate. The direct nexus with that particular part of the Kimberley at James Price Point does not 
exist with a floating LNG option; it is now offshore Australia; it is proximate to Western Australia. 
We need to go through and consider what is an appropriate degree of support for Indigenous 
communities in that area and more broadly associated with the project. We have not made any 
decisions on that at this stage.  

Mr R.S. LOVE: We have spoken about Australian content in manufacturing and design, but the 
local opportunities in the Kimberley seem to me to have been one of the great victims of this 
decision, if you like, unintended as it probably is. I wonder if you feel any sort of special obligation 
to those people in view of some of the initial discussions that took place. 

Mr Cole: We worked very hard to try and make James Price Point work. We would not have spent 
the money we did if we were not, and we were required under the retention lease. I have to come 
back to my earlier comments: we really need to stand back and assess what is fair, equitable and 
reasonable, taking into account all considerations including those you referred to, and then come up 
with an appropriate plan for providing community support, stakeholder support, more broadly 
associated with this project. It is too premature to give any specific indication about particular 
stakeholders and particular commitments. Steve, you have had conversations inside the joint 
venture.  

Mr Rogers: I think the only thing I would add is that, yes, it is our intent to evaluate that as we go 
forward. We have a whole raft of things to consider in terms of logistics support for the 
development. We initiated a training apprenticeship program in the region. We have not abandoned 
that program at this point in time and that will certainly be a consideration when we look to what 
we can do to encourage local involvement. It really is a work in progress today. It is not a “No, we 
are not interested in it”; we are very interested in it, but it is something we will develop through the 
BOD stage of the program.  

Mr P.C. TINLEY: Mr Cole, you made the statement just then that you could not make James Price 
Point work in your business case. Are you saying quite simply that James Price Point as an onshore 
facility was unprofitable and/or or just less profitable than the FLNG?  
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Mr Cole: Unprofitable.  

Mr P.C. TINLEY: So you are saying that the business case said there was — 

Mr Cole: Sorry, not commercially viable.  

Mr P.C. TINLEY: Can you unpack that for us? What is commercially unviable?  

Mr Cole: That is where we, Chair, would be getting into commercial-in-confidence. But in very 
broad terms, we would look at the capital intensity of the project, the rate of return that we get on 
that and whether or not, based on a prudent case, our base case would create or destroy value for us. 
We referred to those and we made an assessment against that and decided it was not commercially 
viable. So looking at the capital intensity, the rate — 

Mr P.C. TINLEY: So it did not meet your ROR hurdle? 

Mr Cole: Again, this is getting into commercial-in-confidence areas. As I said earlier, it is not a 
binary decision where it is a go–no go against one metric; we do look at an array of different 
considerations—risk, capital intensity, sensitivities and so on. We spent two years studying it. The 
key variable here, though, is the capital cost. I mentioned earlier that capital costs have grown 
almost exponentially over the past five or six years, and that was a key metric that really depressed 
the economics of the project.  

Mr Rogers: I will just print out the report that was requested earlier. I think it will tell the full story 
and you will be able to see exactly for yourself.  

Mr P.C. TINLEY: In that consideration, was your speed to market with your product a significant 
part in the comparative way between FLNG and onshore–offshore?   

Mr Cole: With FLNG now, the speed to market will be later than the James Price Point project. So 
had we — 

Mr P.C. TINLEY: So the market does not concern you necessarily in the initial decisions?  

Mr Cole: The later market will affect the relative economics but not in a positive way in favour of 
FLNG.  

Mr J. NORBERGER: Mr Cole, this actually feeds in quite well. A number of times in the session 
this morning you have referred to the capital costs and the exponential growth in relation to capital 
costs for projects. You specifically mentioned the last six or seven years. There is no doubt that 
over the last six or seven years, both within the oil and gas industry and also I think more broadly in 
WA within the resources industry, so let us include mining in that, there has been a construction 
boom and that has obviously put significant pressure on the availability of suitably skilled staff and 
the like. As someone who worked in that industry prior to entering Parliament, I witnessed as well 
the increasing costs of individuals and whatnot over that period of time.  

Having said that, my understanding is really that the construction schedule that would have been the 
case for James Price Point is well and truly estimated to be beyond that peak. We are talking about 
that construction peak having been reached now. My colleagues in the industry that are not being 
laid off are being given pay cuts and whatnot. So if anything, we are seeing that cost come down. 
What assumptions were made? When you were looking at your costing for James Price Point, were 
you using the construction costs that we have just experienced now or did you foreshadow that 
actually the construction costs may well have come down significantly by the time that would have 
gone to construction?  

Mr Cole: I will answer part of that and ask my colleagues to chip in. Mr Norberger, the first point I 
would make is that the local construction costs were only a percentage of the overall costs of the 
project. I am not sure exactly what percentage of the overall cost of James Price Point was in fact 
overseas cost versus local cost, but the vast majority is in fact overseas cost. We are not talking 
about costs just rising in Australia; costs have risen globally in this industry right around the world. 
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When you look at the cost of LNG, it might be 70 to 80 per cent is in fact an international cost that 
has risen. There is a portion in Western Australia. Beyond that, I will ask — 

Mr J. NORBERGER: Just before you do, sorry to interrupt you, just quickly, if we are going to 
follow that line of argument, just because you have gone floating, you are still developing the 
same—if you are building an LNG train, the same componentry that would have been modularised 
and put at James Price Point is now being manufactured and modularised and put on a floating 
platform. One could almost argue that you have got greater design and engineering constraints and 
potentially safety constraints to put that on a floating platform than if you had a huge pad to develop 
and you could space things out. From a layman’s point of view, I would have thought that 
construction of a modularised LNG train to put on a floating platform would have been actually 
more expensive than building a modularised LNG train for a land base.  

Mr Cole: Steve?  

Mr Rogers: I take you back to the comment we made earlier. I think what is happening here is 
people are locking in to the comparison between the James Price Point LNG facility and three 
floating facilities. That is only part of the story. A lot of the costs are held in the offshore 
components, so it is not just simply that; that is only an element of the total. When we run our 
economics, we look at sensitivities on all of those factors. I would suggest that there is insufficient 
range there to actually make a difference to the decision.  

Mr Cole: The other point, Mr Norberger, I would add is that with an onshore—I hasten to add that I 
am a lawyer; I am not an engineer and geophysicist—LNG plant versus a floating, you avoid the 
cost of dredging massive civil works. My understanding is that civil works is an area where there 
can be a high degree of uncertainty as to how much work is required and where cost overruns can 
occur—port facilities, port infrastructure. So, there is a lot of capital that must occur with an 
onshore—pipelines and so on—so it is not simply a like-for-like comparison along the lines you are 
raising.  

Mr F.M. LOGAN: Can I come back Mr Rogers and Mr Gregory—I had better ask the specialists—
and some of the comments that you made earlier about the local content provisions. Mr Rogers, you 
did refer to hundreds of engineers being employed here in Western Australia; some of whom of 
course will be on subsea, others you refer to being on the FLNG ship itself. Could you describe 
exactly what they may be involved in? Is it simply hook up or is it for the design of parts and 
components?  

Mr Rogers: I cannot give you the exact detail, but it will include engineers for the design of the 
main componentry as well.  

Mr F.M. LOGAN: Is that because there may well be—because the proprietary knowledge is that of 
Shell. I presume, like Prelude, a lot of the engineering work will be done by Technip in Paris.  

Mr Rogers: Most likely.  

Mr F.M. LOGAN: Could you describe why would those engineers be employed here? Is it because 
of modifications specific to your own FLNG? 

Mr Rogers: As I mentioned earlier, there is a long-term benefit for us in making sure that elements 
of that engineering are done here so that we retain the knowledge and the experience here in WA to 
allow us to provide technical services effectively and efficiently through the life of the field. We are 
therefore definitely looking to have significant elements of the engineering carried out here in Perth.  

Mr F.M. LOGAN: Which will lead to the operational phase, effectively.  

Mr Rogers: Which will lead to the ease of support for the operational phase.  

Mr F.M. LOGAN: Yes, I understand.  

Mr Rogers: But it is in our best interest to do that.  
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Mr F.M. LOGAN: Primarily, the knowledge and the proprietary design is that of Shell and the 
bulk, in fact 99.9 per cent, of the design work, the engineering work ,will be done by Technip; is 
that correct?  

Mr Rogers: It is a consortium of companies that will be involved in the engineering.  

Mr F.M. LOGAN: Mr Gregory, sorry, you did refer earlier to the Western Australian companies 
being able to tender for business and you referred to the free market. I assume we were both talking 
about the same thing there. We were talking about the FLNG ship itself as opposed to the services 
and subsea work; and, if so, what componentry would you expect Australian businesses to be able 
to tender for?  

Mr Gregory: I do not think we could get into the specific packages until the basis of design outline 
the packages that there would be capability in Australia and Western Australia to bid for.  

Mr F.M. LOGAN: If you remember the Northern Endeavour project—Laminaria—which was an 
FPSO. It had similar technology, apart from it being an FPSO as opposed to an FLNG. It had its 
modules fabricated in Fremantle because, obviously, the Australian Marine Complex, which is a 
modular design yard or a modular assembly and fabrication yard, was not available at that stage. 
Nevertheless, those modules were fabricated here in Western Australia, assembled in Fremantle and 
then loaded on barges and taken up to Singapore where the whole of the FPSO vessel was 
assembled. That was a very large vessel for its time, as you remember. So, it is not as though 
Western Australia has not been involved in this type of work before. Would you see Western 
Australian companies having an opportunity to do a similar type of work in future? 

[10.15 am] 

Mr Rogers: Yes, we do see that opportunity existing and during the BOD stage of the work, we 
will address that and conduct our appropriate market research to establish exactly what 
prequalifications are necessary to get people on the bid list.  

Mr R.S. LOVE: I just want to go back again to the James Price Point. Sorry to keep dragging you 
back to that decision, but it is interesting to me to know if there is anything that the Western 
Australian government, or the federal government for that matter, could have done to have made 
James Price Point a more attractive option than the FLNG option. I take the point about the 
reduction of scope that you have undertaken but there is also the matter of scale that you need to get 
the amount of gas out. It is going to take multiples of these platforms to actually achieve. Is there 
anything that could have made the decision more palatable to stay at James Price Point? Is there 
anything at this stage that could be done to see onshore processing again in Western Australia?  

Mr Cole: It is a hypothetical question and a very open question. Theoretically ,anything is possible. 
The government would run into the same fundamental problem that we ran into; that is, the capital 
intensity of the project is just so large. The kinds of contributions that government would have to 
make to make it economic by providing support, infrastructure, funding—I do not know—would be 
enormous and that would be something that government would wrestle with as well because of the 
capital intensity of the project. Again, once you see the in-confidence material and see the analysis 
and understand the life of the project and the capital we are talking about, these are huge sums of 
money.  

Mr R.S. LOVE: Are there any circumstances then in which you feel we could see a return to a 
development of onshore facilities in future fields? What are the parameters that would make that 
happen?  

Mr Rogers: That is an interesting question because it really comes back to the complexity of the 
offshore field itself and its location, and that drives all of this. It is not really about LNG land-based 
facilities versus FLNG. It is the question of distance and what is the nature of the gas or the oil that 
we have in the reservoir that will then dictate the amount of work that has to be done offshore 
before you can transport the hydrocarbons to land for further treatment. It is that complexity that 
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really drives you into an FLNG scenario from a land-based scenario. I would suggest, depending on 
proximity, our decision to move to FLNG for this particular development is not something that 
would necessarily apply to every project going forward. It depends on the location of the reserves 
compared with land and other infrastructure and the complexity of the reservoir and the 
hydrocarbons within the reservoir. It is that which drives the final solution. As I said earlier, a lot of 
our costs were in the offshore aspects of this development. I suggest that that was a key driver in the 
final result.  

Mr Cole: If I could be indulged just to add a point. At Woodside we have traditionally built 
onshore LNG plants. That is what we have done. What we have accepted as a company is that the 
world has changed, costs have risen exponentially, and there is no silver bullet to turn around that 
problem in Australia and Western Australia at the moment. What we identified with Shell and 
FLNG technology was a potential game changer to materially reduce the capital cost, so not be 
chipping away at labour costs, look for a game changer based on innovation and smart technology 
that will enable us to commercialise the resource. As I said, I do not believe there is a silver bullet 
to turn around the land-based economics of James Price Point in Australia now. FLNG provides that 
opportunity to solve the productivity issue that is right in front of us right now. At Woodside we 
have embraced it. We see it as an opportunity. Taken in the longer term, the operational jobs for our 
children and our children’s children, more operational jobs than a land-based LNG and we are 
looking for opportunities to create really smart, front-end cerebral jobs Mr Rogers and Mr Gregory 
have talked about, led by Woodside during the design and execute phase, based here, with a view to 
creating Western Australia as a centre of industrial excellence, technology excellence, operational 
excellence, for floating LNG going forward. A capability that could be exported. It could be taken 
globally. That is where we have got to as an organisation, to really embrace the opportunity, look to 
the long term. How can Woodside, as a Western Australian company, really leverage off of this for 
generations?  

Mr R.S. LOVE: I think there are a number of follow-up questions in there.  

The CHAIR: We were scheduled to finish at 10.15 am. The committee is here for a while longer 
anyway. Are you agreeable to stay on for a bit longer and take a few more questions?  

Mr Cole: Yes, I do have a constraint so it would be helpful if we could get a way in about 10 
minutes.  

The CHAIR: Okay. We have a few more questions. I could probably occupy the whole day here if 
we could.  

Mr J. NORBERGER: You mentioned again that FLNG could be a game changer and drastically 
reduce costs. I can only assume then, obviously because FLNG did meet your investment 
requirements that it is going to generate a greater profit for you. Are you able to tell us from your 
modelling how much PRRT would have been paid to the Australian government if you had have 
gone land based versus how much PRRT are you forecasting to pay on the FLNG? The crux of the 
question is, we are foregoing a whole lot of local construction employment, construction 
workforces, there is a whole lot that Australia is foregoing; where is the payoff for that? How much 
additional tax to the a commonwealth, because it will not be going to the state directly, most of the 
PRRT goes to the commonwealth, but how much additional tax income is going to the 
commonwealth by you going with FLNG?  

Mr Cole: First of all, we are only at the basis of design for FLNG.  

Mr J. NORBERGER: Sure, but you would have made some assumptions.  

Mr Cole: We have done some work and getting into any specifics around that is asking information 
that we consider commercial-in-confidence. In general terms, if you reduce the capital cost then you 
will increase the PRRT dividend that flows from the project.  

The CHAIR: We will take one more question each from the committee.  
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Mr F.M. LOGAN: What consideration has been given to the supply base? Obviously it has been 
thought of now, and in particular—hopefully you can join these two dots together—in relation to if 
it is based in Western Australia, if it is based in the Kimberley, what efforts will be made to use 
labour or provide assistance and support to the Kimberley landowners who obviously, from your 
decision with James Price Point have missed out on a significant benefit to their community.  

Mr Cole: We will assess during this basis of design phase the logistic services, the supply chain 
opportunities generally for the project, we will assess that, taking into account all relevant 
considerations and formulate a plan. It is premature to give a specific answer to the question at the 
moment.  

Mr F.M. LOGAN: What about a part answer then? Will the supply base be based in Western 
Australia, given what is happened with Prelude, and will it be based in the Kimberley?  

Mr Cole: I will just go back to the same answer and I am happy for Steve to elaborate. We really 
are in an assessment phase of the project. We need to consider the array of opportunities, options, 
the supply chain, logistics and so on. We believe that weighing everything up is the right solution. 
We need to have conversations with the state, engage with the state in relation to that issue. It is 
fully our intent to engage with the state in relation to that issue and formulate a plan and it is too 
premature to give any kind of commitment.  

Mr Rogers: And it is a specific piece of work that is underway in this stage.  

Mr R.S. LOVE: It appears that if we follow the scenario that has been laid out, there will be a 
whole series of these platforms established off the coast. You spoke about making Western 
Australia a centre of excellence and I think there was an article in The West Australian  today on 
that very subject. What do you see as being a couple of the key things that the Western Australian 
government may wish to consider to do to capture some of the opportunities that you see?  

Mr Cole: Perhaps I will invite Mr Gregory to talk about some of the initiatives underway, and we 
would be seeking state government support for some of those. Do you want to talk about the 
initiatives underway?  

Mr Gregory: Yes, obviously, Woodside led the application to the previous federal government for 
an innovation precinct partnership based in Perth in order to leverage the coming wave around 
FLNG operational excellence that Mr Cole referred to. We see a vision of exporting that technology 
out to the world in the same way that the Centre of Foundation Systems at UWA currently exports 
that technology out to the world, which grew out of North Rankin’s original development here. We 
are focusing on and currently sponsoring chairs in corrosion because of maintenance. We are 
working directly with WAERA and the three major researchers—UWA, CSIRO and Curtin 
University—and looking at that opportunity. It is probably fair to say that everyone is very keen and 
we are looking at what is best, in terms of the capability build here, to be able to best facilitate the 
long-term job growth. We are definitely very active in talking to those consortiums right now. 

Mr R.S. LOVE: There is nothing you can see the state government getting involved in that might 
push them along a bit? 

Mr Gregory: I think absolutely there is scope there because one of the things that the industry 
needs help with is that integrating across the small businesses as well as the universities, researchers 
and industry players. 

Mr R.S. LOVE: Thank you. 

Mr P.C. TINLEY: Talking about FLNG breaking ground in new technology et cetera: it appears to 
me that it is probably more of an aggregation of existing knowledge around the exploitation of oil 
and gas and a few things like the turrets et cetera that are specifically unique to this. My son is 16 
years old; by 2019, if he gets his act together, he will be graduating from a university, with any 
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luck—that is what he wants to do. What skillsets that do not currently exist, or are not currently 
contemplated in our tertiary system now, would he need to go into this industry? 

Mr Gregory: It is probably quite a long list actually. Materials science is probably a big one. The 
biggest investment that oil and gas makes worldwide is in materials science. That is around 
corrosion control and smarter things to keep things lasting longer, especially in a sea and offshore 
environment. Most aspects of engineering, geoscience — 

Mr Cole: Naval architecture is one that WA is particularly weak in. Other parts of Australia have 
naval architecture colleges, but that is an area that certainly would need to grow in capability. 

Mr P.C. TINLEY: So in your opinion, is government, the education sector and the industry doing 
enough to lay out those pathways for what is quite a short period of time until you are going to need 
these skillsets? What I am saying is, are we going to see, in something like in a 2017–19 time 
frame, a sudden claim and requirement for 457 visa workers or skilled migration that we could have 
front-end designed and front-end engineered? Are we doing enough as a state? 

[10.30 am] 

Mr Cole: Can I answer that in general terms and I will leave it to my colleagues to make informed 
answers? I think there are a number of initiatives happening that are good—state, commonwealth, 
Woodside and Shell—but what we need to do is pull it all together and do more in a cohesive and 
collaborative way to really capture the opportunity that you are referring to. I think there is more 
work that we collectively, government and industry, need to do to really, fully capture the 
opportunity. 

Mr P.C. TINLEY: So the answer is no, we are not doing enough. 

Mr Cole: I think we can do more, yes. 

Mr P.C. TINLEY: You are a lawyer, that is right. 

Mr J. NORBERGER: A very quick question; and if it is commercial-in-confidence, and I am pre-
empting that that is what you might say I guess, so maybe you can provide the answer afterwards. 
Payroll tax assumption: you are talking about the operational phase now. The ships are going to be 
crewed and whatnot. Are they going to be Western Australian employees, registered in Western 
Australia, so that we are generating payroll tax or are you going to employ them in some interesting 
location—I do not know—where you would then bypass payroll tax? 

Mr Cole: My expectation is that they will be majority Western Australian. 

Mr F.M. LOGAN: Just coming back to the operational phase and the support base. I know you 
cannot give any further details, or you are unwilling to give further details on the support bases in 
Western Australia, but in terms of the maintenance and picking up on the point that Peter just made 
about the type of skills that are needed over and above the existing skillsets that we have here in 
Western Australia at the moment for the support of offshore installations, what different skillsets 
would be needed for FLNG that the state government, or a future state government, would need to 
train people up in from now? This is in the maintenance areas. 

Mr Rogers: I am not sure I can respond specifically about specific skills. Given the complexity of 
gas liquefaction, there are a variety of equipment items in there where servicing opportunities exist. 
There are some skills already growing in WA to service the growing LNG business and I think it is 
important that that continues to grow to service what is on FLNG. The basic componentry is the 
same. I think we just have to continue doing more of what we are doing today. 

The CHAIR: Unfortunately we will have to close at that. I would like to thank you for your 
evidence before the committee today. A transcript of this hearing will be forwarded to you for 
correction of minor errors. Any such corrections must be made and the transcript returned within 
10 days from the date of the letter attached to the transcript. If the transcript is not returned within 
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this period it will be deemed to be correct. New material cannot be added by these corrections and 
the sense of your evidence cannot be altered. Should you wish to provide additional information, or 
elaborate on particular points, please include a supplementary submission for the committee’s 
consideration when you return your corrected transcript of evidence.  

We actually did not get through all of our questions; I think we got through about 10 per cent of 
them. As we have not managed to get through all our questions during this hearing, our secretariat 
will write to you with our formal request for further information. I will flag with you that we may 
ask you to return for another hearing; do you think that will be in order? 

Mr Cole: We will be happy to return for another hearing, of course. 

The CHAIR: That is appreciated. With that, I would like to thank you for your time here today. 

Hearing concluded at 10.34 am 


