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1. Introduction 
 
The Electricity Consumers Coalition of South Australia (ECCSA) represents several major 
electricity, gas and gas pipeline users in South Australia. ECCSA was formed in 2001 to promote 
competitively sustainable prices for energy and energy infrastructure and improved reliability and 
service quality. ECCSA members comprise representatives from the following companies: 
OneSteel, Holden, Adelaide Brighton Cement, Zinifex, Mitsubishi Motors, Kimberly Clark, Seeley 
International; and Amcor. 
 
ECCSA welcomes the opportunity to provide its views to the National Competition Council 
concerning the application for revocation of coverage for the Moomba Adelaide Pipeline System 
(MAPS). ECCSA members are major manufacturing entities in the State undertaken significant 
new investments in the State, and are major employers, especially in a number of regional centres. 
 
The cost of energy (both electricity and gas) is a significant element of the cost of production to all 
ECCSA members, as well as to many other businesses throughout South Australia. Additionally as 
over 50% of South Australia’s electricity supplies are based on using gas as a fuel, the cost of 
electricity in the State is also heavily influenced by the cost of gas delivered to the various 
electricity power stations – increased fuel costs will lead to higher electricity prices, and currently 
South Australia’s electricity prices (both current and forecast) are the highest in the National 
Electricity Market. 
 
Thus it is considered essential that any changes to the cost build up of gas as it is delivered, 
receives close attention to ensure that such changes do not lead to increased costs of energy to 
South Australian energy consumers. 
 
 
2. Background Information From ECCSA’s Perspective 
 
2.1 MAPS and SEAGas 
 
The Moomba gas field, in the north east of South Australia is the larger of two gas fields directly 
able to supply gas users in the State. It has operated for some 30 years and is now in decline. The 
expected life of the fields serving Moomba is some 20 years at current usage, although this would 
increase as other fields, such as Otway, commence supply into the SA region. 
 
The Otway gas fields (Minerva, Thylacine and Geographe near Cape Otway / Port Campbell in 
Victoria) are new developments and gas flows have only just begun. The life expectancy of these 
fields, based on providing the bulk of South Australian demand (predominantly for gas fired 
electricity generators) is also about 20 years. 
 



ECCSA comments on the  
Revocation of Coverage of MAPS 
 

3 
 

The SEAGas pipeline from Port Campbell in Victoria to Adelaide in South Australia was developed 
and built jointly by Origin, TXU and International Power (ANP), and it commenced transportation of 
gas early in 2004. It has sufficient capacity (as built) to accommodate about 80-90% of the current 
State-wide demand. It is currently fully contracted to gas fired power stations and for other use by 
the three owners for gas delivery now from the Minerva field and into the future, as gas from the 
other Otway fields are developed and come on line over the next three years. 
 
The SEAGas pipeline design has a compressor station near Hamilton and another south of Tailem 
Bend. A third compressor is proposed north of Naracoorte should greater compression be needed 
in order to increase throughput above the existing and fully contracted capacity. As all of the 
uncompressed capacity has already been taken by the three owners, it has been suggested that 
any party seeking firm capacity on SEAGas would have to pay for this additional compressor 
station. 
 
With gas flowing in both pipelines, there will most likely be spare capacity on both, as the combined 
capacity of both is well in excess of the current State-wide gas demand. 
 
Minerva field is now producing and providing gas to ANP for Pelican Point power station in 
Adelaide. Origin is also transferring gas on the pipeline, as is TXU from the Iona storage well which 
it owns near Port Campbell. Torrens Island power station (TIPS) is currently supplied with gas from 
Moomba via MAPS, but TXU owns TIPS and gas from Geographe and Thylacine has been 
contracted from Woodside by TXU for delivery in 2008. 
 
Firm capacity on MAPS has been effectively fully contracted for many years1 and almost all of the 
time it can accommodate South Australian current demand. As a significant element of this 
capacity is currently contracted to parties owning SEAGas, there is likely to be firm capacity 
available in this pipeline in the near future.  
 
Between MAPS and Moomba, and SEAGas and Otway, there is adequate capacity to supply gas 
to South Australia for at least 20 years, even allowing for increased growth in gas demand. 
 
2.2 Gas Supply Prices 
 
ECCSA makes a number of observations in order to gauge the various elements contributing to the 
price of delivered gas in South Australia:- 

• The South Australian gas market is currently some 140 PJ p.a., with 50% of this used for 
power generation; 20% for manufacturing; 20% for mining activities; and the remaining 
10% for residential and other uses. 

• BHP Billiton has advised that Minerva is to provide about 150 TJ/d into SEAGas mainly for 
Pelican Point, but also some gas for use by Origin. 

• Moomba gas has a cost structure similar to the gas provide into the Victorian gas spot 
market from Longford. The current (2005) spot price in Victoria quoted by VENCorp 

                                                 
1 This is identified in the ACCC review of MAPS undertaken in 2001 
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averages $2.95 /GJ, although the average in 2004 was $3.00 /GJ. ACIL2 quotes a price of 
$2.82 /GJ for gas supplied ex Moomba to both of the larger gas fired Adelaide power 
stations - TIPS (owned by TXU) and the ANP owned Pelican Point.This comparison 
indicates that Moomba supplies gas at similar price levels to the Victorian spot price. 

• There were discussions with potential buyers3 in 1998 that Otway gas might cost of the 
order of around $2 /GJ for a flat load. Adjusting for a rise in the CPI of 19.6% since 1998 
implies a current price of $2.39 /GJ. In 1998 Victoria spot gas was $2.38 /GJ and is now 
$2.95 /GJ, implying a rise of 24% over the period. Applying this factor to Otway gas would 
imply a current Otway price of about $2.50 /GJ. ACIL implies that gas ex Otway might be 
some 30 cents cheaper than Moomba gas, implying their view of an ex Otway field price 
of about $2.60/GJ.  

 
2.3 Gas Transportation Costs 
 

• Gas transport costs are closely related to profile i.e. a flatter profile means a lower 
maximum capacity charge. 

• For a 70% load factor MAPS costs about $0.57 /GJ for transport from Moomba to 
Adelaide4. This value, which was set in 2001 by the ACCC, would remain reasonably 
constant as the depreciation would match the increasing value under the DORC valuation. 

• ACIL estimated that the transport costs for gas used in power generation on MAPS for 
both TIPS and Pelican Point are $0.60 /GJ and $0.80 /GJ respectively, with the difference 
in costs probably explained by the difference in volatility of demand. 

• ACIL has also estimated that the gas transport costs from Otway via SEAGas to TIPS is 
$0.60 /GJ and to Pelican Point at $0.86 /GJ (as a base load power station, TIPS would be 
expected to have a better load profile, but it actually has a load factor of 33% whilst the 
Pelican Point load factor ranges from 68% maximum to a recent level of 20%). 

• An alternative way of assessing the cost of transport is to assess the capex (about $500 
million) the throughput, and the annual cost: The SEAGas pipeline is rated to carry say, 
340 TJ/d, so this gives a cost of about $0.46 /GJ delivered to Adelaide if the pipeline is 
continuously loaded to 90%. At a load factor of about 50% the cost to deliver to Adelaide 
would be $0.80 /GJ and at 80% the cost would suggest that ACIL has assessed the load 
factor on SEAGas to be about 75% for TIPS and about 50% for Pelican Point. 

 
 
3 General Observations Arising From The Background Information 
 
The ECCSA would make the following observations, based on the background material provided 
above:- 
 
                                                 
2 Report on NEM generator costs (Part 2) Short run marginal cost of existing generators and the short and 
long run marginal cost of new gas and coal fired generators in each of 17 zones Prepared for Inter Regional 
Planning Committee (IRPC) and NEMMCO, February 2005  by ACIL Tasman 
3 Power stations,  paper manufacture’s, etc 
4 Based on the ACCC decision in 2001 
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• Whilst MAPS is fully committed, it will have spare capacity progressively as long-term 
contracts mature and as capacity commitments on SEAGas are triggered. 

 
• By 2008, it is expected that SEAGas will be fully committed for firm capacity and any 

additional capacity would need to be met by an additional compression station which would 
need to be paid for by the additional demand load or shipper. 

 
• New entrant costs on SEAGas are considerably higher than for MAPS, as estimated by the 

ACIL and ECCSA. If access coverage on MAPS is revoked, it would be expected that Epic 
would raise transportation prices on MAPS to the same level as SEAGas, if not higher, 
provided they are not at such a level so as to incentivise the addition of a third 
compression station on the SEAGas pipeline. 

 
• Two pipelines do not necessarily mean competition nor is there a “fully integrated gas 

transmission network within South East Australia” ( NCC, page 10) as claimed by Epic. 
Parallel pricing can occur between MAPS and SEAGas. In this regard, we also not that:- 

 
“ Notwithstanding differing views (in respect to point-to-point service) it is the 
Council’s views that the service provided by the pipeline are confined to those 
provide by the pipeline and do not extend to some broad accumulation of services 
that may be provided by a broader network of pipelines, often owned by different 
parties. In this case, the MAPS alone cannot provide for the transportation of gas 
for an integrated south east Australian gas market even if such a market existed”. 
(NCC, page 10). 
 

4 Examination of the Criteria for Coverage  
 
 
Criterion (b)  
– that it would be uneconomic for anyone to develop another pipeline to provide the 
services provided by means of the pipeline. 
 
General comments 
ECCSA notes the NCC’s comment that:- 
 

“The Tribunal did, however, formulate a more precise test in the Duke EGP 
decision in the following terms:- 
 

Thus we accept that if a single pipeline can meet market demand at less 
cost (after taking into account productive allocative and dynamic effects) 
than two or more pipelines, it would be “uneconomic”, in terms of criterion 
(b), to develop another pipeline to provide the same services. (para 64) 
 
-----The Tribunal went on to state: 
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We agree with the submissions of NCC that the “test is whether for a likely 
range of reasonably foreseeable demand for the services provided by the 
means of the pipeline, it would be more efficient, in terms of costs and 
benefits to the community as a whole, for one pipeline to provide those 
services rather than more than one. (para 137)” ( NCC, page 11). 
 

There is much made by Epic of the Australian Competition Tribunal decision that the 
Eastern Gas Pipeline should not be covered and that the Federal Minister (McFarlane) 
decided against the recommendation of the NCC to retain coverage of Moomba-Sydney 
pipeline (MSP), and to permit a half way decision for coverage of MSP.  
 
In its recommendation on MSP the NCC recognized a number of aspects relating to 
competition of two pipelines serving different gas fields to a common market of Sydney. 
The MAPS application has some common features with MSP, but only to the extent that 
there are two pipelines serving different gas fields to a common market – in this case, 
Adelaide. There are also a number of critical differences. In the case of the Sydney market, 
EAPL had (and still has) ample spare capacity, as does EGP. In the MAPS case, MAPS 
has been and still is operating at near capacity, such that prior to SEAGas there was 
serious discussion at augmenting MAPS to accommodate the SA gas market demand.  
 
It is accepted that with the advent of SEAGas, there is potential for surplus capacity on the 
main Moomba-Adelaide pipeline (with less on the northern laterals) but against this 
SEAGas has advised that all current capacity on SEAGas (without augmentation) is fully 
contracted. Thus prima facie, to argue that MAPS is in competition for shippers with 
SEAGas is basically fallacious and the argument is flawed.  
 
Laterals 
ECCSA’s view is that the lateral pipelines which are part of the system are essentially 
monopolies in their own right. There are no competing pipelines to deliver gas from the 
Moomba–Adelaide pipeline to Whyalla or to Angaston, even though Epic suggests that 
there may be a new pipeline in the future.  
 
In its submission to the NCC on this issue, OneSteel implies that there is potential for 
some spare capacity (which they may be permitted to use from time to time) on the 
Whyalla lateral. As OneSteel states in its submission, there are three main users of the gas 
ex the Whyalla lateral. Thus even the establishment of a medium term arrangement 
between Epic and OneSteel will not imply fully contracted capacity on that lateral as 
suggested by Epic (NCC clause 6.13). Further the contracted capacity has a limited term, 
and revocation could lead to future negotiations being carried out in an environment of a 
monopoly provider setting its own prices for transport. 
 
A review of the capacity and commitments on the Angaston lateral, clearly supports the 
Epic statement (NCC clause 6.14) that there is capacity at least in the medium term, and 
as this lateral has capacity for new entrants, to revoke coverage will put existing 
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consumers and new users at risk on facing a monopoly provider, with little ability of users 
to negotiate in an equitable environment.   
 
Thus at this stage (and probably in the future) there is no basis for Epic to claim that the 
Whyalla and Angaston laterals should not continue to be covered for independent 
assessment of transport charges for third party access. Until there is no capacity (or 
indeed a new entrant seeking new capacity) any claim by Epic that a new entrant or an 
existing user will have to build a by- pass to secure firm capacity, to claim revocation of 
coverage is premature in the extreme. 
 
Of concern would be that if coverage of the laterals is revoked, it is then possible for Epic 
to set new tariffs for existing users at a level just below the by- pass value, and so acquire 
a monopoly rent. To allow revocation to occur then Epic would be able to increase its 
charges to the detriment of the main employing businesses in Port Pirie and Whyalla, and 
the Angaston region. As the three regions are very dependent on a few very large 
businesses, should gas costs rise as a result of Epic acquiring monopoly rents, then there 
is potential for these businesses to become uneconomic, creating significant 
unemployment in the regional areas.    
 
Further, we are of the view that the element of the main pipeline from Moomba to the 
Whyalla and Angaston laterals is effectively a monopoly element as well. In order to obtain 
gas from the competing Otway gas fields requires transport from Port Campbell to 
Adelaide and then to back haul on the main MAPS pipeline from Adelaide to the laterals. 
The cost for this additional transport5 will increase significantly the cost of delivered gas to 
the lateral terminal points. As the cost of backhauling gas on the MAPS main line is 
controlled by Epic, then Epic has effective control of the price of gas transport to the 
laterals. Thus there is a sound economic basis to consider (as a very minimum) the 
pipeline from Moomba to these laterals must also been seen in light of the commercial 
realities to effectively prevent competition.  
 
To assume competition for the supply to the laterals implies that there is indeed the ability 
to secure capacity on another supply pipeline. In this regard, Epic has assumed that there 
will be competition to its gas transport business from the new SEAGas pipeline. This 
assumption has a very shaky basis as the capacity of SEAGas is fully contracted to its 
owner/developers (Origin, TXU and International Power). SEAGas has indicated that third 
party access on SEAGas is possible, but only by the access seeker paying for the third 
compressor stage – a distinct barrier to entry on the SEAGas pipeline.  
 
Accepting that there is a technical-cum-commercial barrier to entry on SEAGas, this then 
puts considerable doubt as to whether there is true competition to MAPS, even accepting 
(temporarily) the premise that two competitors makes for competition. In this regard, we 
would suggest that NCC should review the submissions put to the NCC by EMRF in the 
recent revocation case for EAPL.  

                                                 
5 In section 2 above we have provided well head costs for gas, and costs for transport. We have used these 
figures to support this view. 
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Until the connection of the SEAGas pipeline to the Adelaide market, the MAPS was heavily 
constrained in capacity, even to the extent that consumers (including ECCSA members) were 
(albeit infrequently) constrained from using gas due to there being insufficient capacity on MAPS. 
There is no doubt that the SEAGas pipeline does increase the supply of gas to the Adelaide region 
as well as to consumers south of Adelaide. Thus it is now unlikely (except in emergencies) that 
there will be gas consumers in Adelaide constrained off using gas due to gas transport constraints.  
 
However, with SEAGas capacity being fully contracted to a few large user/retailers, there is little 
opportunity for existing users of MAPS (other than the owners of SEAGas) to access gas from an 
alternative source other than MAPS or the three SEAGas owners. As we noted earlier in our 
costings shown in section 2 above, to source gas from SEAGas will require a price premium for 
gas transport6.    

 
Criterion (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. 
 
ECCSA considers that without coverage, MAPS could exercise its market power and potentially 
engage in parallel pricing, thereby lessening competition. SEAGas is a new entrant pipeline, with 
higher costs than MAPS. Coverage of MAPS would also promote competition in those parts of the 
downstream markets capable of being serviced by SEAGas. As previously pointed out, any 
additional demand for firm capacity via SEAGas would need to be met by installation of a third 
compression station. 
 
Further, for MAPS to be seen as a competitor to SEAGas in markets south of Adelaide, requires 
SEAGas to offer a backhaul rate that will be zero or negative. Discussions of ECCSA members 
with Epic regarding backhaul rates, imply that backhaul rates are similar to forward haul rates. If 
this is the case, neither SEAGas or MAPS are in competition for any gas user north of Adelaide   
(in the case of SEAGas) or south of Adelaide (in the case of MAPS), leaving only the North 
Adelaide  market (the area around Wasleys) as a zone for any competition at all. In this regard 
there have been assessments made by local Councils as to the feasibility of establishing a lateral 
from SEAGas to the southern suburbs of Adelaide, in order to reduce the high cost of gas (due to 
pricing policies of Envestra for its distribution network) experienced by consumers in Adelaide’s 
southern suburbs, supporting a view that competition (if any) between MAPS and SEAGas will in 
reality only apply to users in the northern suburbs of Adelaide.  
 
In the Adelaide market ECCSA considers that EPIC would have the ability and incentive to set 
prices above competitive levels (i.e. above regulated levels). There will be little or no incentive to 
compete with SEAGas (with its higher costs), but every incentive to undertake parallel pricing. In 

                                                 
6 In section 2 above we have provided well head costs for gas, and costs for transport. We have used these 
figures to support this view. 
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those markets where there are physical constraints from the SEAGas pipeline, it would be 
expected that MAPS would be predisposed to “raising pricing”. 
 
(Note: Epic stated in its application that if coverage of MAPS is revoked, it will maintain prices for 
customers north of Adelaide and for users of the Port Pirie / Whyalla lateral, and provide 
transparent and open access in accordance with the Code of Conduct promulgated by APIA. 
Equally it could be assumed that if coverage is not revoked, then the same outcome will apply by 
the independent review by the regulator.) 
 
As there is little or no competition to MAPS for supply of gas ex Moomba to consumers north of 
Adelaide, it must be seen that MAPS has a commercially dominant position of this market. It can 
then set its pricing to match the competition from SEAGas and as it is the only pipeline able to 
provide backhaul services north of Adelaide then it can effectively re-price all charges to 
consumers in the north.  
 
Just as Epic could control the price for gas being transported north of Adelaide through setting 
‘uncompetitive’ backhaul rates, so can SEAGas do the same for gas being transported south of 
Adelaide.  
 
There is a commercial incentive for both pipelines to act in this way to protect their markets away 
from Adelaide.  Thus both SEAGas and Epic have the incentive and ability to prevent competition 
outside the Adelaide market.  
 
 
Criterion (d)  
– that access (or increased access) to the services provided by means of the pipeline would 
not be contrary to the public interest 
 
Epic has claimed in discussion that tariffs would double should coverage of MAPS be maintained. 
No supporting data has been provided to back up the statement. It is also unclear how it would cost 
more than $1 million p.a. if coverage is maintained following the establishment of the AER and 
AEMC. 
 
Regulation has costs. But regulation is only undertaken in a world of second best, especially in the 
context of natural monopolies. 
 
In the case of MAPS, regulation can promote competition in a large dependent market, thereby 
ensuring that the benefits outweigh the costs. Coverage would not be contrary to the public 
interest.  
 
Particularly, by retaining coverage of MAPS, there will be a commercial pressure on the privately 
controlled (and capacity constrained) SEAGas pipeline. It should be remembered that when there 
was discussion about a competing pipeline to be built by GasNet/Duke with capacity underwritten 
by TXU, SEAGas developers publicly stated that the capacity of SEAGas as designed would be 
constrained due to the developers concerns that the Gas Access regime could not guarantee a 
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sufficiently high return to include spare capacity. As has been demonstrated in other forums7 the 
cost to increase pipeline capacity is relatively modest. It would appear that the reality of the 
SEAGas developers was less to provide additional capacity (and by doing so avoid the Gas Access 
regime) and use the constraint on capacity to control gas prices into the Adelaide market.  
 
As MAPS will have the ability to increase its costs to match the transport prices charged by 
SEAGas (set by the joint three SEAGas owners operating in concert), in the absence of regulation 
there is the potential ability for MAPS to drive gas prices higher, with the expectation that SEAGas 
would raise its prices to match an increase tariff set by Epic on MAPS.  
 
Thus the retaining of coverage on MAPS has the ability to constrain an ability of SEAGas to 
increase its prices for gas transported on the Otway-Adelaide pipeline. It is therefore not surprising 
that all of the SEAGas owner/developers have supported Epic in its application for revocation, 
because despite the fact that capacity on SEAGas is constrained, increased costs on MAPS which 
would eventuate in the absence of regulation, will allow the SEAGas partners to increase their 
prices for gas delivery to consumers.      
 
For gas to be supplied into the other’s pipelines (ie SEAGas into MAPS and vice versa) and so be 
eligible for backhaul the gas must have first incurred the full transport charge from the gas field. 
Thus the backhaul rate becomes an effective barrier to provide a haulage service beyond the 
Adelaide common connection point or hub. The only parties able to use the backhaul approach 
effectively are those who have multiple gas using sites both north and south of the Adelaide hub. 
As few actual gas consumers fall into this category other than the gas retailers, it needs to be 
recognized that the dominant gas retailer in SA (Origin) is a part owner of SEAGas, as is another 
leading gas retailer, TXU. International Power the third SEAGas shareholder has just entered into 
an arrangement with EnergyAustralia to market gas and electricity in the Victoria and South 
Australian regions. This means that the three SEAGas shareholders have all signaled a desire to 
retail gas in SA. It is important that not only should the NCC examine the MAPS application on its 
merits, but spend time to analyze the SA gas market in its entirety to identify whether coverage 
revocation will lead to the market operators being able to increase gas prices to the detriment of 
gas consumers.    
 
 

 
  

  

                                                 
7 For example Response to ACCC request for comments on Draft Greenfields Guideline for Natural Gas 
Transmission Pipelines by Visy Paper, February 2003 
 


