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The National Competition Council

The National Competition Council was established on 6 November 1995 by the
Competition Policy Reform Act 1995 following agreement by the Australian Government
and state and territory governments.

It is a federal statutory authority which functions as an independent advisory body for all
governments on the implementation of the National Competition Policy reforms. The
Council’s aim is to improve the well being of all Australians through growth, innovation
and rising productivity, and by promoting competition that is in the public interest’.

Information on the National Competition Council, its publications and its current work
program can be found on the internet at www.ncc.gov.au or by contacting NCC
Communications on (03) 9285 7474.
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Draft recommendation

1.1

1.2

1.3

1.4

1.5

Draft recommendation

On 15 March 2005, the National Competition Council (Council)
received an application from Epic Energy South Australia Pty Ltd
(Epic Energy) to revoke coverage of the Moomba to Adelaide Pipeline
System (MAPS) pursuant to s1.24-25 of the National Third Party
Access Code for Natural Gas Pipeline Systems (the Gas Code).!

The MAPS is owned by Epic Energy, and is made up of the Moomba
to Adelaide mainline, several smaller pipelines (‘laterals’) that
connect to the mainline and two major lateral pipelines to Port
Pirie/Whyalla and Angaston. Most of the MAPS is currently covered
under the Gas Code.

The Council considers that it is uneconomical to develop another
facility to provide the services of the MAPS (criterion (b) is met) and
that the Gas Code can be applied to the pipeline without risk to
human health and safety (criterion (c) is met). The Council is not
satisfied, however, that coverage will promote competition in the
three dependent markets it has identified (namely; the Cooper Basin
gas production and sales, Adelaide gas sales, and gas sales north of
Adelaide along the MAPS mainline and major laterals) (criterion (a)
1s not met) and that coverage is not contrary to the public interest
(criterion (d) is not met).

The Council’s draft recommendation is that the coverage of the
MAPS be revoked.

In making this recommendation the Council has taken account of
information provided by interested parties and other organisations,
publicly available information and the submissions in response to
Epic Energy’s application and an issues paper the Council released
on 30 March 2005. The 17 submissions the Council received are
listed on page 78.

1 The application and related submissions are available at www.ncc.gov.au.
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Call for further submissions

1.6

1.7

1.8

1.9

1.10

1.11

The Council seeks submissions from interested parties on the draft
recommendation. There is no specified format for submissions. The
Council would, however, appreciate receiving at least one copy of the
submission in electronic form, preferably in rich text format and sent
by email. All submissions should be addressed to:

John Feil
Executive Director
National Competition Council

Email: maps@ncc.gov.au

GPO Box 250B
Melbourne VIC 3001

Fax: (03) 9285 7477

Information supplied to the Council in relation to applications under
the Gas Code 1s generally made publicly available and placed on the
Council’s website (www.ncc.gov.au). Claims for confidentiality in
relation to information provided to the Council must be explicit and
specifically identify the information that is considered to be
confidential and explain why. Parties seeking confidentially in
respect of submissions should note that the Council may give less
weight to confidential information that it is unable to test through a
public process.

Information held by the Council, including confidential information,
may be made available to other persons in accord with the provisions
of the Freedom of Information Act 1982, orders of a court or tribunal,
or as otherwise authorised or required by law.

The Gas Code provides for between 14 and 28 days for consultation
on a draft recommendation for revocation of coverage of a pipeline.

The Council will take account of all submissions received by the due
date in preparing its final recommendation. The closing date for
submissions is Friday 2 December 2005.

Any queries should be directed to Ruth Thomson on (03) 9285 7787
or via email to maps@ncc.gov.au.
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2 Revocation and the coverage
test

2.1 The Gas Code enables parties to apply to the Council for coverage or
revocation of coverage of a whole or any part of a pipeline. It also
gives the Council discretion to recommend that coverage or
revocation apply to a greater or lesser extent than requested by the
applicant.

2.2 In recommending on an application for revocation of coverage of a
pipeline, the Council must consider whether the pipeline meets the
coverage criteria (a)—(d) in s1.9 of the Gas Code (see box 1). The
Council commences with criterion (b) because the demonstration that
a pipeline exhibits natural monopoly characteristics (and therefore
satisfies criterion (b)) is a necessary (but insufficient condition) for
the pipeline to be a bottleneck facility (and so satisfy criterion (a)).

2.3 If revocation is granted, the pipeline owner is not required to submit
an access arrangement to the Australian Competition and Consumer
Commission (ACCC) and third parties no longer have the enforceable
right to negotiate access to the services provided by the pipeline.

Box 1: The coverage criteria and revocation under the Gas Code?

The Council must recommend that coverage of the covered pipeline be revoked (either to
the extent described, or to a greater or lesser extent than that described, in the
application) if the Council is not satisfied of one or more of the following coverage criteria
set out in s1.9 of the Gas Code:

(a) that access (or increased access) to services provided by means of the pipeline would
promote competition in at least one market (whether or not in Australia), other than
the market for the Services provided by means of the Pipeline

(b) that it would be uneconomic for anyone to develop another Pipeline to provide the
Services provided by means of the Pipeline

(c) that access (or increased access) to the Services provided by means of the Pipeline can
be provided without undue risk to human health or safety

(d) that access (or increased access) to the Services provided by means of the Pipeline
would not be contrary to the public interest.

a A copy of the National Third Party Access Code for Natural Gas Pipeline Systems (the Gas Code) can
be found on the Code Registrar website at http://www.coderegistrar.sa.gov.au.

2.4 Epic Energy submits that, in addition to assessing each criterion for
the covered pipeline (or part thereof), the Council must assess each
criterion in relation to the services that are provided by the pipeline
(or where relevant, specific individual services). Epic Energy also
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2.5

2.6

considers that a pipeline may be covered in whole or in part, or in
respect only of certain services provided by means of that pipeline (or
part thereof).

The Council’s role, under s1 of the Gas Code, is to recommend to the
relevant Minister that a pipeline be covered or that coverage of a
covered pipeline be revoked. Under the Gas Code it is pipelines that
are considered for coverage. This contrasts with part IIIA where
specific services provided by a facility may be declared. The Council
considers that pursuant to s1.29 of the Gas Code it may recommend
to the Minister only that:

(a) coverage of the MAPS be revoked
(b) coverage of the MAPS not be revoked, or

(c) coverage of part or parts of the MAPS be revoked, having
regard to the part of the MAPS that is necessary to provide
the services that prospective users may seek.

In applying the Gas Code criteria, the Council uses general
principles of statutory interpretation and accords primacy to the
language of the coverage criteria. In addition, the Council has regard
to the objectives underlying the Gas Code and previous decisions of
the Australian Competition Tribunal (tribunal). It also has regard to
other relevant publications and material, including previous
applications to the Council for coverage or revocation of coverage of a
pipeline.

The decision maker

2.7

The Gas Code requires the Council to conduct a public consultation
process and issue a draft recommendation followed by further public
consultation, prior to making its final recommendation to the
relevant decision maker, in this case, the South Australian Minister
for Energy (the Hon. Patrick Conlon MP).

Time limits under the Gas Code

2.8

The Gas Code imposes time limits for consultation on and
assessment of an application for coverage or revocation. It also
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2.9

3.1

3.2

permits the Council and the Minister to extend these time limits. In
accord with ss7.16—18 of the code, the Council has extended the time
limit for publishing the draft recommendation on this matter. The
Council published a notice each time in the Australian Financial
Review.

The Council has 28 days following the release of its draft
recommendation to submit a final recommendation to the relevant
Minister. The Minister then has 21 days in which to make a decision
on whether or not to revoke coverage of the MAPS.

The application

Epic Energy has applied for coverage of the MAPS (pipeline licence
SA:PL1) to be revoked pursuant to ss1.24-25 of Gas Code (which
applies as law in South Australia under the Gas Pipelines Access
(South Australia) Act 1997).

Epic Energy seeks revocation of coverage of the entire covered
pipeline (including extensions to or expansions of the capacity of the
covered pipeline as described under ss1.40—41 of the Gas Code). Epic
Energy considers that the pipeline no longer satisfies the coverage
criteria under the Gas Code because market conditions have changed
since the entry of the SEA Gas (South East Australia Gas Pty Ltd)
pipeline, and the emergence of an increasingly competitive south
eastern Australian gas market.

The applicant

3.3

3.4

3.5

Epic Energy is one of Australia’s largest gas transmission companies.
It owns the MAPS as well as the South West Queensland Pipeline
and the South East Pipeline System.

Epic Energy is owned by Hastings Diversified Utilities Fund
(HDUF), which invests in utility infrastructure. The fund is managed
by Hastings Funds Management Ltd, which the Westpac
Institutional Bank acquired in September 2005. The fund manager
now operates as a division of the bank.

Under a service agreement Epic Energy Corporate Shared Services
Pty Ltd operates the MAPS for Epic Energy. In addition, this
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The

3.6

3.7

company provides operations and maintenance services for the
Moomba to Port Bonython liquids pipeline and the Riverland
Pipeline System.

pipeline system

The South Australian Government constructed the MAPS in 1969 as
a free flowing pipeline from Moomba to Torrens Island. Until
January 2004, when the SEA Gas pipeline commenced operation, the

MAPS was the only transmission pipeline transporting gas into
Adelaide.

The MAPS is 1185 kilometres long. It is a system of pipelines that
transport gas from the Moomba (in South Australia) to Adelaide and
regional centres between Moomba and Adelaide. The MAPS
comprises a mainline between Moomba and Adelaide (including a
number of short lateral pipelines and the Wasleys to Torrens Island
Loop) and two major lateral pipelines—the Port Pirie/Whyalla lateral
and the Angaston lateral. The location of the MAPS is illustrated in
figure 1.

Figure 1: Location of the MAPS, Moomba to Sydney and SEA Gas pipelines
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3.8

3.9

Table 1 lists the pipelines that comprise the covered portion of the
MAPS. The table shows the length and diameter of each pipeline in
the covered system.

Table 1: The covered pipeline system of the MAPS2

Location/Route Pipeline length Pipeline diameter
(kilometres) (millimetres)

MAPS mainline

Moomba to Adelaide 781.0 559
Taperoo lateral 1.2 323
Dry Creek lateral 1.3 323
Peterborough lateral 1.9 89
Nurioopta lateral 1.6 114
Burra lateral 15.0 89
Mintaro lateral 0.3 219
Wasleys to Torrens Island Loop 42.0 508
Port Bonython lateral 5.5 114
Tarac 0.4 89
Port Douglas lateral 11.5 114
Osborne lateral 1.3 273

Major laterals

Angaston lateral 38.7 219
Port Pirie/Whyalla lateral:

Port Pirie lateral 77.8 168

Whyalla lateral 87.7 219

@ Some of the details of the covered pipeline may have changed since the pipeline was
covered under the Gas Code.

Source: Schedule A to the Gas Code.

Under the Gas Code, extensions to, or expansions in the capacity of,
a pipeline form part of the covered pipeline only if provided for in the
extensions/expansions policy under an access arrangement. Under
the access arrangement for the MAPS, Epic Energy can choose
whether extensions (but not expansions) to the pipeline system
become part of the covered pipeline. According to Epic Energy, the
covered pipeline does not include:

(a) the new facilities or expansion in capacity of the pipeline
undertaken as part of the Pelican Point Power
extension/expansion completed over the 1999-2001 period.
This includes:
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3.10

3.11

3.12

(1) the 1.7 kilometre lateral to the Pelican Point Power
Station and the meter station at its downstream
point

(11) the 34 kilometre looping of the mainline between

compressor stations 1 and 4

(111) the upgrade of the Allison compressor units at
compressor stations 1, 3, 5 and 6

(iv) the additional compressor unit installed at Wasleys

(b) the 10.2 kilometre Amcor lateral and meter station (located
off the Angaston lateral)

(c) the 0.12 kilometre Quarantine Power Station lateral and
meter station

(d) the 0.72 kilometre Hallet Power Station lateral and meter
station.

Over time the capacity of the MAPS has been expanded
incrementally through the addition of compressor stations and
looping. The capacity of the entire MAPS (as currently configured) is
418 terajoules a day (or 152 petajoules a year). Firm capacity at
December 2004 was 348 terajoules a day with usable maximum
linepack of between 160 and 200 terajoules. The capacity of the
covered portion of the system 1is 393 terajoules a day (or
143 petajoules a year). The covered portion had firm capacity at
December 2004 of 323 terajoules a day.

The MAPS is fully contracted on a firm haulage basis until the end of
2005. The main parties with which Epic Energy has haulage
agreements are Origin Energy, AGL and International Power
(Hastings Fund Management Limited 2005). Given that the MAPS is
fully contracted, Epic Energy has not offered any contracts for gas
transmission services on an interruptible basis. A secondary market
exists for this service.

For the period 2006-2013 Epic Energy has existing contracts to
transport 83 terajoules a day (this includes 18 terajoules a day
supplied under a 10 year contract over the 2006—16 period). Hastings
Funds Management expects that capacity use on the MAPS will be
194 terajoules a day (47.4 petajoules a year) in 2006 (ACIL Tasman
2004). It also expects volumes to grow steadily thereafter (Hastings
Funds Management 2004).
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Adelaide

3.13

The MAPS delivered approximately 30 petajoules of gas to
customers, other than generators, located south of the Angaston
lateral in 2003. Approximately 28.5 petajoules was delivered through
the three Adelaide distribution connection points (or city gates) at
Elizabeth, Gepps Cross and Taperoo for supply to domestic,
commercial and industrial users. In 2003 the MAPS delivered
approximately 51 petajoules to gas fired generators, most of which
are located in the Adelaide region.

The mainline north of Angaston

3.14

On the mainline north of the Angaston lateral and the small laterals
gas 1s transported to a small number of gas users via offtakes at
Beverley Uranium Mine, Peterborough township, Burra, Hallett
(where AGL has a gas-fired peaking station) and Mintaro (where
International Power has gas/diesel-fired peaking station). Gas
supplied at these offtakes in 2003 was approximately 0.84 petajoules.
According to the Electricity Supply Industry Planning Council
(ESIPC 2005) AGL has announced plans to expand its peaking
station at Hallet and International Power has indicated that the
expansion of Pelican Point could be commissioned by 2008 should
market conditions be suitable.

The Angaston lateral

3.15

3.16

The Angaston lateral branches off the MAPS mainline near the
Wasleys compressor station. It connects to the Riverland Pipeline
System at its downstream point, which in turn connects to the
Mildura transmission pipeline. The Riverland and Mildura pipelines
are owned by Envestra Limited and operated by Epic Energy
Corporate Shared Services and Origin Energy respectively.

The Angaston lateral has a maximum capacity as currently
configured of about 18 terajoules a day. Current average throughput
1s about 10 terajoules a day. Over 90 per cent of the gas transported
on the Angaston lateral is delivered to the Amcor meter station (on
the uncovered Amcor lateral, which is approximately 20 kilometres
from the MAPS mainline) or to other gas users clustered at the end
of the Angaston lateral (that is, to the connection points in the
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vicinity of the Angaston meter station and into the Riverland
Pipeline System). Only a small quantity of gas is transferred from
the MAPS into the Riverland Pipeline System: for example, in 2004
less than one petajoule of gas was transferred.

The Port Pirie/Whyalla lateral

3.17

3.18

3.19

4.1

The Port Pirie/Whyalla lateral branches off the MAPS mainline near
the Whyte Yarcowie compressor station. The lateral consists of a
77.8 kilometre pipeline from the mainline to Port Pirie and another
87.7 kilometre pipeline from Port Pirie to Whyalla (see table 1). The
pipeline from the mainline to Port Pirie was opened in 1976. The

Port Pirie to Whyalla portion, which crosses the Spencer Gulf, was
added in 1989.

The Port Pirie/Whyalla lateral has a maximum firm capacity of
24 terajoules a day and average throughput of somewhat less than
18 terajoules a day. In its application Epic Energy suggests that the
pipeline delivers approximately 6.5 to 8 petajoules of gas a year. The
lateral is currently fully contracted, with much of this capacity
(approximately 15 terajoules a day) sold to one user under a contract
that is due to expire in 2005. Remaining capacity is used to serve
small customers, principally at Port Pirie. From 1 January 2006,
Epic Energy has contracted capacity to transport 18 terajoules a day
to one industrial user located in Whyalla. Epic Energy states that
demand on the lateral is primarily industrial.

Under the MAPS access arrangement, transport along the lateral to
Whyalla attracts a surcharge. This was set at $0.18 a gigajoule in
2001 and has been adjusted annually by 95 per cent of CPI (see
clause 5.2(A)(viii)(A) of the MAPS access arrangement (ACCC 2003)).
According to Epic Energy, it is now $0.20 a gigajoule.

The natural gas industry

The natural gas supply chain comprises:
(a) exploration for and production of natural gas

(b) transport of natural gas via high pressure transmission
pipelines (directly to large industrial users) and via medium
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and low-pressure distribution pipelines to smaller
industrial, commercial and residential users

(c) gas sales by gas producers, wholesalers, distributors,
retailers and other parties to gas users.

Exploration and production

4.2

4.3

The South Australian Government estimates total Australian
conventional gas reserves to be 155 000 petajoules. These are mostly
in basins off the Northern Territory and Western Australia, but also
include approximately 12 000 petajoules of gas to be sourced from
Papua New Guinea (PIRSA 2005). Significant additional volumes of
gas could also be recovered from coal seam methane deposits (some
commercial production exists in Queensland and New South Wales).

To date gas consumers in South Australia have largely sourced gas
from the Cooper/Eromanga basins and the Katnook gas field in the
South Australian region of the onshore Otway Basin. The entry of
the SEA Gas pipeline has provided South Australian consumers with
access to supplies from the Victorian region of the Otway Basin and
potentially from other Victorian gas basins.

The Cooper and Eromanga basins

4.4

4.5

4.6

The Cooper and Eromanga basins lie across the north-east corner of
South Australia and the south-west corner of Queensland. Much of
the gas at these basins is fed into processing facilities at Moomba
and Ballera.

Gas collected in the Cooper Basin is jointly produced and marketed
by the South Australian Cooper Basin producers—Santos (which
holds a 66.6 per cent interest), Delhi Petroleum (20.2 per cent) and
Origin Energy (13.2 per cent) (Santos 2005b). Gas collected near
Ballera in south west Queensland is produced and sold by the South
West Queensland producers—Santos (60 per cent), Delhi Petroleum
(23.2 per cent) and Origin (16.7 per cent).

Gas from the Cooper and Eromanga basins is principally sold into
New South Wales and the Australian Capital Territory (using the
Moomba to Sydney Pipeline (MSP)), Queensland (using the South
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4.7

4.8

West Queensland and Carpentaria pipelines) and South Australia
(using the MAPS). Some of the gas may also be supplied to Victoria
via the MSP and the Interconnect pipeline. In 2000-01, the Cooper
and Eromanga basins produced 211.3 petajoules of gas (AGA 2002).

Estimates of remaining Cooper Basin and Cooper/Eromanga basin
reserves vary significantly—available data suggest that the reserves
vary in a range of about 1700-3500 petajoules (see, for example:
PIRSA 2005; Dickson & Noble 2003; VENCorp 2004; and ACIL
Tasman 2004). In its 2005 annual planning report, the ESIPC
estimated that Cooper Basin reserves alone were 1660 petajoules, of
which 1300 petajoules is currently under contract. The Cooper Basin
has been the subject of exploration by Santos and other explorers in
recent years, and the ESIPC considers that additional gas
discoveries have the potential to extend the life of the basin (ESIPC
2005).

Santos reported to the South Australian Government that it
produced 150.7 petajoules of sales gas for transport on the MAPS
and the MSP in 2004 (Santos 2004). The amount of gas available to
South Australia from the Cooper Basin depends on contracted
quantities. According to the ESIPC current contracts potentially
provide supplies of up to 250 terajoules a day for South Australia.

Moomba

4.9

The Moomba gas processing plant, which is located in north-east
corner of South Australia, is operated by Santos. Santos uses the
plant to gather natural gas, oil and gas liquids, to process natural
gas and oil, and to store processed sales gas and ethane. The
Moomba plant has a production capacity of about 650 terajoules a
day, and is connected to both the MSP and the MAPS. Gas liquids
(condensate and liquid petroleum gases) are transported by pipeline
to the Port Bonython plant for processing.

Ballera

4.10

Most of the gas extracted from the Queensland side of the Cooper
Basin (and the Eromanga Basin that lies above it) is processed at
Ballera. From Ballera some gas is shipped to the south east
Queensland markets via a network of transmission pipelines. Some
raw gas is transported from Ballera to Moomba through a pipeline
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owned by the South West Queensland Cooper Basin producers,
where it is processed for supply to South Australia, New South
Wales, the Australian Capital Territory and Victoria. The Council
understands that approximately 30 petajoules of gas extracted at
Ballera enters the MAPS each year.

The Otway Basin

4.11

The Otway Basin covers a large onshore and offshore area of western
Victoria and south eastern South Australia. It is estimated to contain
at least 1700 petajoules of natural gas (Dickson and Noble 2003).
Otway Basin gas fields include the offshore Minerva, Casino,
Geographe and Thylacine gas fields and the onshore Katnook field.

Minerva

4.12

4.13

4.14

Casino

4.15

BHP Billiton and Santos own the Minerva field, which is estimated
to contain at least 317 petajoules of gas (Dickson and Noble 2003).
Gas from the field is processed at the Minerva Gas Plant near Port
Campbell, which has a capacity of about 150 terajoules a day (Santos
2005). The gas plant is connected to the SEA Gas pipeline providing
access to South Australian and Victorian markets.

The Minerva Gas Plant is connected to the Iona Gas Plant, which
provides additional storage and processing capacity of 200 terajoules
a day. Gas processed at the Iona Gas Plant can be transported to
South Australia and Victoria using the SEA Gas pipeline.

BHP Billiton sells most of its share of Minerva gas to International
Power to supply the Pelican Point Power Station. International
Power has contracted supplies for 10 years and has access to
135 terajoules a day (49 petajoules a year) on a take or pay basis
(BHP Billiton 2002). Some of the gas also goes to Origin Energy.

The Casino field in offshore Victoria is owned by Santos, Australian
Worldwide Exploration Limited and Mitsui. Santos (2005a) expects
to commence production of natural gas from the Casino field at the
Iona Gas Plant in early 2006 at a rate of about 90 terajoules a day.
The parties have an agreement to supply up to 420 petajoules of gas
to TXU (now Singapore Power), with an option to supply a further
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105 petajoules over 12 years to the South Australian or Victorian
markets (Santos 2005a).

Thylacine and Geographe

4.16

Woodside, Origin Energy, Benaris International and CalEnergy are
jointly developing the Thylacine and Geographe fields. The
developers expect gas supplies to start flowing in mid-2006.
Woodside expects the fields to produce 885 petajoules of natural gas,
which will be processed at a new plant that Woodside intends to
build in Iona (DPI 2005a). The plant will have a typical daily sales
gas production rate of 165 terajoules and be able to deliver
60 petajoules of gas into south east Australia each year. Singapore
Power has purchased Woodside’s share of the gas from the fields and
intends to take up to 30 petajoules a year for 10 years
(Woodside 2004).

Katnook

4.17

Origin Energy Resources Limited operates the Katnook gas field,
which supplies gas to Mount Gambier and regional areas in south-
eastern South Australia via the South East Pipeline system. Gas
supplies from the Katnook field are falling and can no longer support
existing demand. Local gas exploration activity has not found any
new gas reserves in the area.

Major transmission pipelines

4.18

There are major transmission pipelines, other than the MAPS, that
serve upstream and downstream markets in South Australia.

Pipelines serving upstream markets

The Moomba to Sydney Pipeline

4.19

The 2026 kilometre Moomba to Sydney Pipeline (MSP) is owned by
the Australian Pipeline Trust (APT). The MSP consists of a
1299 kilometre mainline from Moomba to Wilton (to the south west
of Sydney) and a number of laterals serving rural New South Wales
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4.20

4.21

4.22

4.23

and the Australian Capital Territory. A major lateral runs for 131
kilometres from Young to Wagga Wagga and connects to the
Interconnect between Wagga Wagga and Barnawatha via Culcairn.

Coverage of the Moomba to Marsden segment of the main pipeline
was revoked in 2004. This means that the services of the pipeline for
the Sydney market are no longer regulated by the Gas Code.

The capacity of the MSP, as currently configured, is 470 terajoules a
day (roughly 172 petajoules a year) (ESIPC 2005). Its capacity can be
expanded to at least 800 terajoules a day (292 petajoules a year) by
adding compression (NCC 2002a; Epic Energy 2005).

The Electricity Consumers Coalition of South Australia (ECCSA) and
GasNet both state that the MSP has significant spare capacity
(ECCSA, sub 2; GasNet, sub 8). Figures quoted by the Australian
Department of Industry, Tourism and Resources indicate that the
MSP’s average capacity utilisation is 57 per cent, equivalent to
annual throughput of approximately 98 petajoules (DITR 2005). This
1s broadly consistent with throughput figures (approximately 80-95
petajoules a year over the last four financial years, excluding loads
entering the MSP from Victoria via the Interconnect) reported to the
South Australian Minister for Energy.

AGL Wholesale has reserved 34 per cent of the pipeline’s capacity
(162 terajoules a day or 59 petajoules a year) for the period 2007—
2017 (NCC 2002a). The APT notes that power generators make up a
small but increasing component of its market (APT 2005).

The Ballera to Moomba pipeline

4.24

4.25

The 180 Kkilometre Ballera to Moomba Pipeline conveys semi-
processed (‘raw’) gas from the South West Queensland Cooper Basin
production facility at Ballera in Queensland to the South Australian
Cooper Basin production facilities at Moomba. The pipeline is owned
by South West Queensland Cooper Basin Producers. Pipelines that
carry raw gas cannot be covered under the Gas Code.

The pipeline, which has a current capacity of roughly 30 petajoules a
year, serves two purposes. First, it provides a means to dispose of
liquid by-products from gas production at Ballera. The gas liquids
(condensate and liquid petroleum gases) are shipped by pipeline to
Port Bonython (South Australia) for processing and sale. Second, the
pipeline is used to ship raw gas to Moomba for processing into sales
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gas, which is then sold into markets in South Australia, New South
Wales, the Australian Capital Territory and Victoria. As noted
above, around 25-30 per cent of South Australia’s gas demand is met
by gas sourced from Queensland via the Ballera to Moomba pipeline.

Pipelines serving downstream markets

4.26

The SEA Gas pipeline and the South East Pipeline system transport
gas to downstream South Australian gas markets. Epic Energy
considers that other pipelines, including the MSP, the Victorian
Principal Transmission System (VPTS) (which includes the South
West Pipeline (SWP) and the Longford to Melbourne pipeline), the
Interconnect and the Eastern Gas Pipeline, form part of a network
capable of serving the South Australian markets.

The SEA Gas pipeline

4.27

4.28

The SEA Gas pipeline system connects the Minerva gas processing
plant and Singapore Power’s Western Underground Storage (WUGS)
facility at Iona and consumers in Adelaide. It comprises three main
interconnected legs—the Port Campbell to Adelaide pipeline, the
Port Campbell to Iona pipeline and the Port Campbell to Adelaide
lateral.

The Port Campbell to Adelaide pipeline is a 680 kilometre
transmission pipeline running from the Minerva gas processing plant
in Victoria to Pelican Point in South Australia. It consists of a single
18 inch (46 millimetre) pipeline for half its length and twin 14 inch
(35.5 millimetre) pipes between its two existing compressor stations
(at Coomandook and Miakite).2

The bidirectional Port Campbell to Adelaide lateral, which branches
off the mainline north of the Minerva gas processing plant, connects
the mainline to Singapore Power’s WUGS facility.

The 11 kilometre Port Campbell to Iona pipeline connects the
Minerva gas processing plant to the South West Pipeline (and thus
gas can flow to or from the VPTS).

Gas flow from the WUGS facility commenced on 1 January 2004 and
from the Minerva field in January 2005. Gas from the Thylacine field

2 A site for a future, third compressor station has been identified at Yallamurray.

Page 19



Draft recommendation

1s expected to begin to flow from mid-2006, and will be transported
via the SEA Gas pipeline to markets in south eastern Australia.

Ownership and operation

4.29

4.30

4.31

4.32

The SEA Gas pipeline is owned by International Power, Origin
Energy and Singapore Power. It is operated by SEA Gas (South East
Australia Gas Pty Ltd).

International Power is a major power generator in South Australia.
Its assets include the Pelican Point, Mintaro and Dry Creek power
stations. It recently entered into a strategic partnership with
EnergyAustralia to retail gas to residential, commercial and
industrial consumers in South Australia and Victoria.

Origin Energy has interests in a number of gas pipelines and is
Australia’s second largest energy retailer. It retails both gas and
electricity in South Australia. Origin Energy was the incumbent gas
retailer in South Australia prior to the introduction of retail
contestability. It is still the largest gas retailer in South Australia,
supplying large industrial and small domestic and commercial
consumers. It has gas production interests (including interests in the
Cooper, Otway and Bass basins and the coal seam methane reserves
in the Surat—Bowen basins in central Queensland. Origin Energy
also owns and operates gas fired generators including the
Quarantine and Ladbroke Grove power stations in South Australia.

Singapore Power is an electricity generator and gas and electricity
retailer. Its retail business (which was formerly known as TXU) was
recently sold to China Light and Power, which trades as TRU
Energy. Singapore Power’s assets include the gas-fired Torrens
Island Power Station, which is South Australia’s largest generator.

Capacity of the SEA Gas pipeline

4.33

The SEA Gas pipeline has a typical capacity of 300 terajoules a day
(110 petajoules a year). Epic Energy estimates that the SEA Gas
pipeline, if fully compressed, would have a viable maximum capacity
of 411 terajoules a day (approximately 150 petajoules a year) or at a
75 per cent load factor the throughput would be 308 terajoules a day
(112 petajoules a year). The pipeline transported 32 petajoules of gas
in 2004-05 (Origin Energy 2005a).
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