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24 May 2005 

 
Mr J Feil 
Executive Director 
National Competition Council 
GPO Box 250B 
Melbourne VIC 3001 

 

Dear Mr Feil 

Application for revocation of coverage of Moomba to Adelaide Pipeline System 

I refer to the National Competition Council’s (NCC’s) 30 March 2005 Issues Paper 
concerning Epic Energy’s application for revocation of the Moomba to Adelaide Pipeline 
System (MAPS) and subsequent submissions by various parties. A key concern raised by 
the NCC and by other parties is the extent to which Epic Energy may have the incentive and 
opportunity to exercise market power on the Whyalla and Angaston Laterals. This letter 
provides additional information to assist the NCC in understanding the issues with respect to 
these laterals. 

Angaston Lateral 

In paragraph 4.2 of Epic Energy’s Submission in Response to Issues Paper, it was noted that 
the majority of demand on the Angaston Lateral is for transport to a delivery point as close as 
7 km to the SEA Gas pipeline. In reviewing the throughput data for the Angaston lateral, it 
became clear that this statement was inaccurate and did not adequately enunciate the 
bypass threat of the Angaston Lateral. As such, Epic Energy would like to clarify this point. 

The vast majority of gas delivered via the Angaston lateral (over 90%), is delivered to either 
the end of the lateral (that is, to the Riverland system and connection points in the vicinity of 
the Angaston meter station), or to the Amcor meter station. 

The Amcor meter station is only some 7 km from the SEA Gas Pipeline while deliveries to 
the vicinity of the Angaston meter station or to locations along the Riverland system would be 
able to be serviced via the southern extension of the Riverland system.  For the latter to 
occur would simply require the interconnection of the SEA Gas pipeline with the southern 
extension (as noted in previous Epic submissions these two pipelines cross each other). 

The likelihood of interconnection at the Amcor meter station is independent of the possibility 
that the Envestra owned and uncovered southern extension of the Riverland system will be 
used to interconnect with the SEA Gas pipeline. However, both possibilities create a very 
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real bypass risk that must serve as an effective constraint on Epic Energy’s ability to exercise 
market power. 

Further, and as previously discussed at paragraph 5.38 of Epic Energy’s revocation 
application, customers on the Angaston lateral do not pay any additional surcharge for the 
use of the lateral, rather, they simply pay the tariff applicable for transport to Adelaide along 
the main line. Epic Energy has committed to continuing this arrangement (should revocation 
of the MAPS be approved) by providing a price guarantee. That is, customers on the 
Angaston Lateral will pay no more for the same service than (and potentially less than) users 
located in Adelaide. As such, Angaston lateral users will continue to benefit from the price 
competition that exists in the South Australian market. 

Whyalla Lateral 

In paragraph 8.6 of Epic Energy’s Submission in Response to Issues Paper, it was noted that 
the current lateral surcharge applying to transport on the Whyalla lateral was unlikely to be 
an appropriate proxy for a market tariff and that a more appropriate measure was likely to be 
the tariff required to support a new entrant. Epic Energy has now completed high level 
analysis of such a new entrant tariff, which is estimated to be in the order of $0.62/GJ, or 
some three times higher than the rolled forward regulated tariff ($0.20/GJ in 2005), which 
Epic Energy is publicly committed to not exceeding. Details of the calculations are provided 
as an attachment to this letter. 

Epic Energy believes that the magnitude of the difference between the new entrant price and 
the existing tariff provides substantial evidence of the extremely low probability of Epic 
Energy having any ability to exercise market power on the Whyalla lateral. This also provides 
an indication of the limited potential for any net public benefit from regulation of the lateral, 
particularly given Epic Energy’s commitment to the introduction of a Code of Conduct aimed 
at ensuring transparency and accountability through independent audit, as well as its 
commitment to ensuring that users pay the lesser of the current rolled forward reference 
surcharge or the price offered under the long-term One Steel contract1. 

The limited potential for any net public benefit from regulation stems from the fact that, as 
noted in paragraph 8.6 of Epic Energy’s Submission in Response to Issues Paper, the recent 
ten-year contract between Epic Energy and One Steel leaves only some 6 TJ/day of 
uncontracted capacity that would potentially be subject to regulation. The fact that Epic 
Energy would appear to have to increase prices by over 300% before there would be clear 
evidence of monopoly pricing suggests a very low probability that coverage would generate 
sufficient benefits to outweigh the significant associated costs. 

I trust this information is of assistance to the NCC in its considerations of Epic Energy’s 
revocation application. Should you require any further information please do not hesitate to 
contact me on 03 8626 8407.  

Yours sincerely  

 

 

Stephen Livens 
Manager, Regulation Risk & Insurance 
 

                                                 
1 Paragraph 6.3 of Epic’s submission in response to issues paper, May 2005. 


