
Public Competition Assessment 
11 October 2005 

 
Santos Limited’s acquisition of Tipperary Corporation 
 
On 28 September 2005, the Australian Competition and Consumer Commission (‘the 
ACCC’) announced that it had decided that the acquisition by Santos Limited 
(‘Santos’) of Tipperary Corporation (‘Tipperary’) would not have the effect, or be 
likely to have the effect, of substantially lessening competition in the relevant market 
in contravention of section 50 of the Trade Practices Act 1974 (‘the Act’). 

Public Competition Assessment 

To provide an enhanced level of transparency and procedural fairness in its decision 
making process, the ACCC issues a Public Competition Assessment for all transaction 
proposals where: 

 a merger is rejected; 

 a merger is subject to enforceable undertakings; 

 the merger parties seek such disclosure; or 

 a merger is approved but raises important issues that the ACCC considers should 
be made public. 

In this case, the ACCC considers the merger raises important issues that the ACCC 
considers should be made public. 

By issuing Public Competition Assessments, the ACCC aims to provide the market 
with a better understanding of the ACCC’s analysis of various markets and the 
associated merger and competition issues.  It also alerts the market to the 
circumstances where the ACCC’s assessment of the competition conditions in 
particular markets is changing, or likely to change, because of developments. 

Each Public Competition Assessment is specific to the particular transaction under 
review by the ACCC.  While some transaction proposals may involve the same or 
related markets, it should not be assumed that the analysis and decision outlined in 
one Public Competition Assessment will be conclusive of the ACCC’s view in respect 
of other transaction proposals, as each matter will be considered on its own merits. 

Many of the ACCC’s decisions will involve consideration of both non-confidential 
and confidential information provided by the merger parties and market participants.  
In order to maintain the confidentiality of particular information, Public Competition 
Assessments do not contain any confidential information or its sources.  While the 
ACCC aims to provide an appropriately detailed explanation of the basis for the 
ACCC decision, where this is not possible, maintaining confidentiality will be the 
ACCC’s paramount concern. 



The Parties 

Santos 

Santos is a major Australian oil and gas exploration and production company.  Santos 
is a large onshore gas producer, supplying gas and ethane to all mainland Australian 
states and territories, and selling oil and liquids to domestic and international 
customers. 

Santos is involved in a number of gas fields in various locations both in Queensland 
and elsewhere in Australia.  Furthermore, Santos currently has an interest in the Hides 
gas field in Papua New Guinea (‘PNG’) which is expected to be a supplier of gas to 
the PNG Gas Project. 

Tipperary 

Tipperary is an energy company focused primarily on exploration for, and production 
of, coal seam methane and conventional natural gas and has producing operations in 
Queensland. 

Tipperary has a significant interest in south-eastern Queensland’s Comet Ridge coal 
seam gas project.  This project includes a number of petroleum leases and authorities 
to prospect. 

Area of overlap 

The main area of overlap between the two parties is with respect to the exploration 
and production of gas supply. 

The Proposal 

Santos acquired the assets of Tipperary in July 2005.  The key assets acquired by 
Santos included:  

 the Fairview coal seam methane field in Bowen Basin 

 Bowen Basin exploration acreage; and 

 A small US asset base of proven gas reserves.   

Timing 

On 23 May 2005, the ACCC became aware that Tipperary was on the market and that 
there were a number of potential bidders.   

On 1 July 2005, Santos announced the execution of a merger agreement to acquire 
Tipperary as well as Slough Estates USA, Inc’s 10% interest in Tipperary Oil and Gas 
Australia Pty Ltd (a 90% subsidiary of Tipperary). 

On 5 July 2005, Santos announced that it had entered into a ‘definitive agreement’ 
with Slough Estates and informed the ACCC that the acquisition was to be complete 
on 13 July 2005.  The ACCC commenced its public assessment of the proposed 



acquisition under its guidelines, as it was at this stage it received information on the 
transaction from Santos. 

It was proposed that the ACCC would announce its decision on 31 August 2005; 
however, the proposed date for announcement was extended to 28 September 2005 to 
conduct further market inquiries.   

On 28 September 2005, the ACCC announced that it would not intervene in the 
acquisition by Santos of Tipperary. 

Industry Background 

Queensland’s gas users are currently supplied from two sources of gas: natural or 
conventional gas, and coal seam methane gas. 

For most users, there is little difference between the two forms of gas and coal seam 
methane gas can be used as a direct substitute.  Differences arise due to how it occurs 
in nature and the extraction technique: conventional gas is stored in the pore spaces 
between grains of sandstone or similar rock, while coal seam methane gas collects in 
the coal seam by bonding to the surface of coal particles.  Further, coal seam methane 
is almost pure methane and contains less carbon dioxide than conventional gas. 

Coal seam methane exploration and production has been a dynamic industry.  In less 
than 10 years, coal seam methane gas has grown from producing very small quantities 
of gas to over one quarter of Queensland’s total demand for gas in 2005.  This shift 
has largely been due to new technology enabling coal seam methane gas to be 
extracted commercially.   

Current sources of gas in Queensland include: 

 Southwest Queensland (Cooper Basin) 

 Surat Basin 

 Denison Trough 

 Southern coal seam methane fields (Peat, Scotia, Walloons) 

 Central coal seam methane fields (Fairview, Spring gully) 

 Northern coal seam methane fields (Moura, Anglo, CH4) 

It is also probable that Australia, and in particular Queensland, will receive gas supply 
via the PNG Gas Project.  This project involves building a gas pipeline from PNG to 
Queensland and sourcing gas from a number of gas fields in PNG.  It is expected that 
the PNG Gas Project will commence gas flows in the near future. 

Market Inquiries 

The ACCC conducted wide ranging market inquiries on the matter, contacting 
competitors, customers and other interested parties. 



Market Definition 

The ACCC took into consideration the effect, or likely effect, that the acquisition may 
have on Queensland gas users.   The ACCC found during its market inquiries that 
concerns arising from the acquisition were localised to the Queensland area.   

Competition Analysis 

(i) The level of market concentration 

The ACCC found that while there was some concentration in the ownership of gas 
fields in Queensland, there were a number of various smaller gas producers entering 
into the exploration and extraction phase of production.   

Santos currently has some degree of market concentration in gas field ownership in 
Queensland and the ACCC found that post-acquisition its market concentration would 
increase by a small but not insignificant amount.  Evidence was provided to the 
ACCC which suggested that Santos’ share of sales in the market could diminish in the 
future if the PNG Gas Project proceeds or if there were an increase in coal seam 
methane gas production.  Some market participants suggested that there were 
opportunities for growth in coal seam methane production and potential for reserves 
to be explored and developed. 

(ii) The actual and potential level of import competition 

There is no actual import competition in Queensland but there is potential import 
competition from the PNG Gas Project.  It appears probable that the PNG Gas Project 
will proceed and it is expected that gas could begin to flow from PNG by 2008–09. 

It appears likely that the PNG Gas Project will import significant volumes of gas into 
Australia, and more specifically Queensland, additional to current gas reserves in 
Queensland.  Gas is expected to be imported from PNG through a wet and dry gas 
pipeline system which would stretch from the PNG highlands across Torres Strait to 
Cape York and down through Queensland.   

Some market participants considered that the PNG Gas Project already acted as a 
‘shadow competitor’ and had influenced the competitive tension between existing gas 
producers.   

(iii) The removal of a vigorous competitor 

Tipperary was active in tendering for gas supply contracts to industrial end users.  
While the ACCC recognises that the acquisition removed an effective competitor for 
the supply of gas in Queensland, the ACCC also noted the existence of a significant 
number of other coal seam gas producers, and considered the potential for competitive 
constraint posed by the PNG Gas Project.   

(iv) Potential for coordinated behaviour 

The ACCC found that post-acquisition, the potential for coordinated conduct between 
the gas suppliers would be limited due to the potential for new coal seam methane gas 
producers to enter the market.   



The ACCC understands that Santos currently has an equity interest in the Hides gas 
fields in PNG which is expected to supply gas to the PNG Gas Project.  The ACCC 
also understands that Santos has entered into negotiations to use its interest in the 
Hides gas field to acquire a small but significant equity interest in the PNG Gas 
Project.   

The parties that currently have an equity interest in the PNG Gas Project are Exxon 
Mobil Corporation, Oil Search Limited, The Australian Gas Light Company and other 
smaller parties.  It is unlikely that the level of involvement of Santos in the PNG Gas 
Project will be sufficient to reduce the competitive constraint of the PNG Gas Project. 

(v) The degree of countervailing power 

The ACCC noted that some gas users negotiate multiple sources of gas supply to meet 
their gas requirements and are also mixing their gas supply between coal seam 
methane and conventional gas.  There was evidence that there were various parties 
whom gas users could consider to meet gas supply requirements, both for substantial 
and for smaller volumes.   

Conclusion 

The ACCC carefully considered the acquisition by Santos of Tipperary because 
Tipperary has been an active competitor for the supply of gas.  It took a number of 
factors into consideration in reaching its conclusion, including the likelihood for 
potential import competition from the PNG Gas Project. 

The ACCC concluded that the acquisition would not have the effect, or be likely to 
have the effect, of substantially lessening competition in any of the relevant markets 
in breach of section 50 of the Trade Practices Act 1974. 

 


