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Dear Mr Bell

AEMO submission to the ACCC: Western Australia and Northern Territory LNG
Producers — Authorisations - Ap1000396

AEMO’s role

AEMO is responsible for operating the Gas Bulletin Board (GBB) and preparing the annual
Gas Statement of Opportunities (GSOO) for Western Australia (WA). These information
services were formally established in 2013 to fulfil a key recommendation of the Gas Supply
and Emergency Management Committee, following two major gas supply disruptions in WA in
2008

The WA GBB and GSOO were established under a sute of regulatory instruments including
the Gas Services Information (GSI) Act, Regulations and Rules, and are intended to improve
the transperency of fbmaior| e secit, el facliais corpeiicn, n the merkets for
natural gas and natural gas services in WA (together referred to as the WA gas market).

The object e WA GBB and GSOO (GS! Objectives)* are to promote the long term
el gas in relation to the:

« Security, reliability and availability of the supply of natural gas in WA.

« Efficient operation and use of natural gas services WA.

«  Efficient investment in natural gas services in WA.

= Faciltation of competition in the use of natural gas services in WA.
AEMO has o role in the gas market n the Northern Territory.
Summary of AEMO’s position on Applications for Authorisation

AEMO considers that the Proposed Conduct described in section 1.2 of the WANT LNG
Producers’ submission in support of their application is generally beneficial The expected cost
savings and efficiencies from coordination of maintenance schedules are consistent with the
GSI Objectives. However, AEMO considers the potential for any adverse impact of the
Proposed Conduct on compettion in the WA gas market would be minimised by:

= Limiting the period of authorisation to five years.
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regarding planned maintenance for publication on the WA GBB, shoud either a gas
trading hub or Short-Term Trading Market (STTM) begin operating in WA

AEMO notes that these conditions would essentially align any authorisation of the Proposed
Conduct with the ACCC's April 2016 authorisation of similar conduct by Queensland LNG
producers (Qld LNG Authorisation).2

Potential adverse market impacts of the Proposed Conduct

AEMO considers that a review of authorisation of the Proposed C: be cond:
after a significantly shorter period than the 10 years proposed in the application. AEMO
suggests a five year authorisation period would be appropriate, consistent with the ACCC's
Queensland LNG authorisation. It will be important to review the authorisation after five years
because the WA gas market s evolving, with new production facilties and gas suppliers, and
greater pipeline and gas storage capacity. The landscape of the WA gas market over the next
ten years may alter considerably. For example:
= In WA, there is currently no gas trading hub or Short Term Trading Market (STTM),
uniike the east coast. It is possible that such markets will be developed and begin
operating in WA in the next few years. Due to the different gas market structure in WA,
under present conditionS'it is unlikely that WA LNG producers that also service the.
domestic gas market can materially affect the gas supply balance and domestic gas
prices in the state as the vast majority of gas is contracted via long-term, bilateral
agreements. The Gorgon, Wheatstone and North West Shelf LNG projects have
fomestic gas production facilities which can deliver gas into, or receive gas from, the
WA gas transmission system. Should a trading hub or STTM be developed in WA,
however, there would be significantly greater potential for the Applicants to impact
available supply and prices in the WA gas market by coordinating their maintenance
schedules under the protection of an ACCC authorisation allowing cartel-ike
behaviour. In those circumstances, the market would have no visibilty of information

domestic gas may need to divert excess gas, purchase gas or withdraw gas from
storage. The Applicants could take advantage of their knowledge of the coordinated
maintenance schedules to alter their behaviour in the domestic market for their own
gain and to the detriment of other market participants. Any such actions could impact
the level of competition, gas prices and gas systém reliabilty, and subsequently
decrease the efficiency of the WA gas market
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and prices could alter the nature of the interaction between these LNG projects, their
associated domestic gas suppliers and WA gas consumers, presenting opportunities
to impact competition in the WA gas market,
AEMO's concern with respect to this ACCC application for authorisation is with competion in
natural gas services in WA. The coordination of maintenance schedules by the Applicants in
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the Proposed Conduct in a potential market environment which includes a gas trading hub L
STTM could impact competition when the LNG proponents that also have domesti
production faciils, have the opportunity to engage n antcompeite benaviour. negativaly
cting the efficiency of the WA domestic gas market. However, the fisk to domestic gas
market competition could be mitigated, as detailed below.
Under the WA Gas Services Information Act 2012, Gas Services Information Rules*, pipeline
gas Production Facilties (which are not exempt) are required to submit a monthly Medium
‘Term Capacity Outlook to AEMO for publication on the Gas Bulletin Board that must cover the
period of 12 marth fom the sart of e net ooy month. The Medium Term Capacity

ned

Iacvlrry ‘which the upemer reasonab!y expects to have a materil impact on the capacy of e
production facility. Production Facilties are also required to provide to AEMO a seven day
Capacity Outiook each evening for each of the next seven days following®. In both cases, the
Registered Production Facilty must notify AEMO of any changes to its Facilty data as soon
as practicable’.
This type of information assists AEMO and WA gas market participants to engage in planning
and remediation of potential threats to the domestic gas market balance. Liquefaction plant
facilties at the North West Shelf, Gorgon, Wheatstone and Pluto LNG projects are not subject
to a similar requirement to report planned maintenance on the GBB. The Prelude LNG and
Ichthys LNG projects are not expected to be connected to the WA gas transmission system
and hence do not impact the WA gas market

MO's role encompasses improvement of the transparency of information in the WA gas
Tk (sl (EUCIE s ihat it wouldbeneft the overal ffcent opsraton ulme A
gas market i
of WA LNG projects was pubhshed o he GBS (WA). This would allow gas supply zdequacy

el hedging. AEMO information be p(ovlded "
ne-year el period.
In addition to a shortened period of AEMO that the

ould aw STTM

commence during that time, the Applscanu e racren 5 foport the schedied maonsnce
on the GBB.

In the Qid LNG Authorisation, the ACCC included a condition requiring the Applicants to make

publicly available "Maintenance Information” that an LNG producer under the authorisation

LNG i t

to the authorisation*, specifically:

“(a) the LNG Producer's reasonable expectation of the dates when the Scheduled
Maintenance Activties ...(as defined in paragraph 4) will commence and conclude;

(b) whether the Scheduled Maintenance Activities are expected to involve any of the
following

(i) Shutdown of one half or less of an LNG train;

‘ Part, Oiiion 4.7, .54
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(i) Shutdown of greater than one half of an LNG train but not greater than one
LNG train;

(i) Shutdown of greater than one LNG train but not greater than one and a half
LNG trains; or

(iv) Shutdown of greater than one and a half LNG trains.

‘where such Maintenance Information has been disclosed by an LNG Producer to another LNG
Producer pursuant to the Authorisation as soon as is practicable after, but within 2 business

0 3
o be published pursuant to this paragraph does not include preliminary discussions between
LNG Producers for the purpose of determining possible dates for Scheduled Maintenance
Activities, This recommendation is in line with the Australian Energy Market Commission's.
recommendation that LNG processing facilties shouid be required to report their facilty’s short
and medium-term capacity outiook and materialintra-ay changes in capacity."®

AEMO suggests a s condition be placed on any authrisaton of e Progosed Conduct by the

Applicants. This

bermdour resumng om0 actoaaion 1 sooialon: o maissins Schans. w1

Shou you have an questions regarding AEMO's submiesion plesse coniact Ms Neetka
Kapani, Team Leader

Yours sincerely

/%7 Adpor—
Martin Maticka
Group Manager, WA Markets
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