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Introduction

The ACCC is currently considering an application by the Gorgon Joint Venture participants for 
authorisation of joint marketing arrangements for the sale of pipeline gas into the WA market. A 
number of interested parties have made submissions to the ACCC in relation to that application. 
In some of those submissions, assertions are made in relation to the WA operations of those
NWS Project participants who produce pipeline gas (NWS Sellers). Several of these assertions
(particularly those of the Domgas Alliance and its associated parties) are inaccurate and this 
short submission responds to some of these issues.  

Background

The NWS Sellers have produced and supplied gas for the WA market since 1984. Marketing for 
new sales and the administration of existing contracts is coordinated for the NWS Sellers by 
North West Shelf Gas Pty Ltd (ABN 85 063 763 342) (NWS Gas), a company owned by the
NWS Sellers and established to carry out this role.

Responses to specific factual issues

1. WA gas prices compared to those in the eastern States and international markets

It is incorrect to suggest that joint marketing of natural gas in WA has resulted in high domestic 
gas prices. The low average weighted price enjoyed by the WA market as a result of large, long 
term contracts negotiated under joint marketing arrangements is evidence that joint marketing
has not itself led to high gas prices.

The WA Department of Mines and Petroleum 2008 Statistics Digest published the following 
graph showing recent WA average gas prices along with eastern Australian and overseas 
prices.
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This graph demonstrates the following:

• the weighted average price of WA domestic gas has been below that prevailing in 
eastern Australia and major international markets for many years (and the NWS Sellers 
believe that this situation would extend back many years prior to that shown on the 
graph).  This low average price was achieved during a period when joint venture 
production and marketing of natural gas was in place, particularly by the NWS Sellers;

• a gradual increase in average gas prices in WA during 2006 and 2007.  This was
consistent with a period of commodities price rises.  This was also coincident with 
significantly increased costs for the gas-producing industry in WA (and internationally) 
over the same period; and

• a significant price movement in 2008 (which led to a sharp, temporary increase in the 
WA gas price).  This was a result of the Varanus Island explosion, which instantly and 
unexpectedly removed around a third of the gas production from the market.  This 
incident was unrelated to any gas joint marketing activities.  In reality, the adverse 
economic consequences of the incident were significantly mitigated by the immediate 
action of the NWS Sellers who worked with buyers and the State Government to market 
and supply gas through an open expression of interest process (including making 
available supplies above normal committable production levels of the onshore 
production facility).

2. Number and size of customers

Currently, the NWS Project’s 5 largest gas buyers consume around 90% of all domestic gas 
produced by the NWS Project. Of this, the majority is supplied to four large gas buyers – Alinta, 
Alcoa, Verve and BHPB – under long term agreements, some of which have been in place since 
project inception.

The nature and concentration of customer demand, which is predominantly supplied pursuant to 
large volume, long-term contracts to meet underlying project needs, has not materially changed 
since 1998.

However, it is incorrect to suggest NWS Sellers have taken a view to not typically supply 
customers of less than around 15TJ/d demand. The balance of domestic gas production has 
been and continues to be supplied against a number of contracts, all of which are to buyers with 
demand less than 15TJ/d. 

3. Gas balancing arrangements and the NWS Joint Venture

There are no gas balancing arrangements in place within the NWS Project. There are also no 
accounting or other mechanisms, in place or that could readily be adapted, to allow for separate 
sales of domestic gas.

The relevant NWS joint ventures involved in the supply of domestic gas are the Domgas Joint 
Venture (DGJV) and the Incremental Pipeline Gas Joint Venture (IPGJV). There are some gas 
supplies that occur between the IPGJV participants and the DGJV participants as necessary to 
meet contractual commitments.  However, these supplies occur in accordance with the 
underlying joint venture ownership of the gas and do not involve any gas balancing arrangement
as between the individual joint venturers.

4. DBNGP ‘park and loan’ service 

The DBNGP is presently being used and will continue to be used primarily as a gas 
transportation pipeline.  The ‘park and loan’ and storage arrangements on the pipeline must be 
viewed in that context.



The operational arrangements between NWS Sellers and the operator of the DBNGP which are 
sometimes called a ‘park and loan’ service are designed to ensure a gas transport regime which 
maximizes safe and reliable gas supply to the WA gas market.  It does so by endeavouring to 
keep the DBNGP in a full or ‘healthy’ state at all times, thus providing a limited form of 'supply 
cover' should either the owners of the DBNGP or the NWS Sellers suffer interruptions to their 
respective facilities or face forced shut down, hence maximizing continuity of supply to 
customers.

NWS Gas does not believe the DBNGP could appropriately or commercially be used 
simultaneously by all individual domestic gas producers in WA, either jointly or individually, as a
large volume gas storage system or ‘gas loaner’ for underlying reserves balancing purposes.
Among other issues, such an arrangement would mean DBNGP gas volumes would be 
available to be withdrawn as a result of some form of balancing transactions and 
consequentially could prejudice the current level of reliability and safety of the gas transportation 
service.


