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Key Points 

Business and households face paying an extra $2 billion in gas bills if the 
ACCC approves joint selling by the NWSJV producers. 

There is overwhelming evidence that separate selling is practical and 
feasible. Separate selling can only lead to lower gas prices. 

The ACCC appears to rely exclusively on producers' "sky is falling" claims 
and is not supported on the evidence. 

High gas prices are not being driven by producer costs. According to 
Woodside's 2009 results, it costs just 55 cents per gigajoule to extract gas 
and deliver it into a processing plant. Woodside and its NWSJV partners 
are demanding around $8 per gigajoule from WA consumers. 

The Alliance agrees with the WA Government that requiring the NWSJV 
producers to sell separately would not threaten investment in the North 
West Shelf Project or domestic supply. 

The ACCC's decision will cost consumers $2 billion a year 

The DomGas Alliance is dismayed that the ACCC proposes to allow the six 
North West Shelf Joint Venture producers to continue to sell as cartel and set 
prices for consumers. 

Given the NWSJV producers control almost 70 per cent of the market, the 
ACCC's draft decision entrenches the existing duopoly and the immense 
power of producers. It protects the world's biggest and most profitable oil and 
gas companies from competition. 

ACCC market intervention remains the single biggest barrier to competition in 
Western Australia. The WA domestic gas market is one of the most 
uncompetitive in Australia. As a result, wholesale gas prices are up to three 
times the price in Victoria. 



The ACCC's decision comes just months after five of the six NWSJV 
producers combined together to force a reported 300 per cent price hike on 
gas retailer Alinta. Woodside has indicated that the NWSJV producers will 
now seek to apply the price, reportedly $8 per gigajoule, to new or existing 
contracts.' 

At the prices being demanded by the NWSJV producers, the State's annual 
wholesale gas bill is expected to soar from around $1.3 billion to $3.5 billion. 
Business and households face paying an extra $2 billion in gas bills as a 
result of the ACCC's decision. This equates to a $2 billion subsidy to major 
gas producers. 

Less competition means higher prices 

The ACCC does not consider that WA's high gas prices are due to joint selling 
and the duopoly market. This is an astounding conclusion and appears at 
odds with accepted competition theory. 

As a general principle, more competition means lower prices; while less 
competition means higher prices. Joint selling, by reducing the number of 
competitors from six to one, can only result in higher gas prices. 

The ACCC's draft decision appears at odds with its own statements that such 
arrangements harm consumers, businesses and governments. As the 
ACCC's website states: 

"Cartels harm the Australian economy and public. Consumers, 
businesses and even governments can be forced to pay higher prices 
for goods and services. Cartels also distort economic markets, and 
serve to slow innovation-after all, companies charging supra-normal 
prices have little incentive to spend money on research and 
development."* 

The ACCC's decision is not supported by the facts and evidence 

The ACCC's decision is based on serious errors of fact and does not reflect 
actual market reality. There is overwhelming evidence that separate selling is 
practical and feasible in the WA gas market and should be required by the 
NWSJV producers: 

' "This is a huge new revenue exposure for North West Shelf and Woodside and my 
expectation is that when other new or existing contracts come up for review, there will now be 
a new price foundation to work from": WA Business News, 'Woodside hails new domgas price 
mark', 24 February 2010, quoting Woodside CEO Don Voelte. 

ACCC website, http://~.acc~.qov.aulcontentlindex.phtml/item1d/882220, accessed 20 
July 2010. 














