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Western Australia



Murray Meaton Director, Economics Consulting Services Chair, WA AIE



Content 1. 2. 3. 4. 5.



Impact of gas supply on the WA economy Current gas markets Impact of potential new gas projects on WA Opportunities for new and existing industries with new gas Government policies on affordable gas



1. Gas supply and the economy 1.1 1.2 1.3 1.4



Suppliers Pipeline infrastructure Production growth Gas intensive economy



1.1 Domgas suppliers • 80% of Australia’s natural gas resources • 8 processing plants, over 50 gas fields – 8 dominate with over 20TJ/day



• • • •



Burrup – 70% Varanus Island – 30% Small on-shore fields – 6 plants Close commercial linkages offshore



Plants



Varanus Island 365 TJ/day



Burrup Peninsula 600 TJ/day



1.2 Infrastructure Over 3,000 km transmission Over 12,000 km distribution
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1.3 Production growth (Tj/day)
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1.4 Gas intensive economy



WA 40% of Australian gas demand



2. Current markets 2.1 Growth in domestic 2.2 Consumers 2.3 Price trends



2.1 Domestic growth (TJ/day)



2.2 Gas consumers 30 customers Biggest alumina, electricity, 3 aggregators 200,000 small businesses About 1 million households Sector use:



2.2 Electricity 55 gas fired stations 6 coal Gas – 73% of capacity but only 55% of fuel use



2.3 Price trends • Hard to tell – dominated by bilateral contracts • Fully contracted to the end of 2013. Strong secondary market in this period. • After 2013 the market will increasingly reflect the terms of recent contracts.



2.3 Price trends



2.3 Short term prices



2.3 Price trends



3. Impact of new gas projects on economy 3.1 Potential suppliers Conventional gas Unconventional gas sources 3.2 Potential customers Low price – Moderate price – High prices -



3.1 Potential conventional Domestic gas plants • Devil Creek – Spar – 110 in 2013 • Gingin – 13 in 2013 • Macedon – 230 in 2013 LNG plants domestic offtake • Pluto – 200 in 2021 • Wheatstone – 200 in 2016 • Gorgon – 150-300 in 2016-18



3 new LNG plants



Gorgon scale – 9 Mtpa LNG



Gorgon village – 3,300



3.1 Potential unconventional Perth Basin • Warro -20 in 2012 but issues • Arrowsmith – maybe 50 in 2014 • Gingin – 15 in 2013 • Whicher Range - continuing issues Kimberley • Buru • New Standard



Too early to call – technical fracturing issues



Fraccing challenges



3.1 Forecast supply/demand



3.2 Potential domestic customers High prices – $10 -$15 /GJ Diesel replacement ~ $25 /GJ Off grid power stations Road haulage – LNG, CNG, LPG Medium prices - $7-10 /GJ Peak electricity Off grid mineral processing Manufacturing, commercial, residential Low prices - $3 to 7 /GJ Mineral processing – alumina, nickel etc Base load electricity Chemicals and fertilisers



5. Government’s policy role Historical take or pay – reserve allocation oversupply State reservation policy – sparked by supply limitation Commonwealth policy – market freedom Retention leases – commercial test The debate – shareholder transfer, labour, sovereign risk Potential impact



Questions? Murray Meaton Director, Economics Consulting Services Chair, WA Australian Institute of Energy
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