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Introduction 

I thank the Honourable Minister Chris Hartcher and the New South Wales Government for inviting 
me to speak at today’s Energy Security Summit. This is a very important meeting. 

Thank you also to the Minister for Industry, the Honourable Ian Macfarlane for those opening 
remarks and to the Honourable Martin Ferguson and the Honourable Robert Webster for 
co-chairing today’s conference. 

It is this bipartisan and collaborative approach across all sides of industry that we need if we are to 
overcome the challenges confronting us in Australia’s east coast gas supply. 

That is certainly the approach that the BCA is taking. 

I believe the diversity of our membership when it comes to the domestic gas debate makes us well 
placed to seek out the middle ground and find practical resolution to the serious issues that confront 
us. 

Challenges 

So what are the challenges that we face? 

Australia’s east coast gas market is immature by international standards, particularly when 
compared to the United States. 

It is dominated by few buyers and sellers of gas with few pipelines, bound predominately by long-
term contracts. 

The emergence of LNG exports from Queensland is changing the face of Australia’s east coast gas 
market and is expected to triple demand from about 800 petajoules to more than 2500 petajoules by 
2020. 

This is great for exports but putting upward pressure on the price of gas. 

We can expect to see Australia’s previously isolated east coast gas market converge with 
international markets, to the extent there are no export constraints. Obviously, the cost of 
processing and shipping is avoided in domestic supply. 
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On top of this there are a number of other factors putting upward pressure on the price of gas, 
including: 

• lower than forecast flow rates from wells within Queensland’s coal seam gas projects 

• uncertain CSG policy, such as the federal industry specific water trigger, moratoriums on CSG 
development and the two kilometre exclusion zone 

• rising production costs as conventional gas reserves become increasingly depleted 

• the expiry of a number of long-term gas supply contracts. 

Combined, these factors are creating considerable uncertainty for our east coast domestic gas 
supply, particularly over the next few years.  

Of course prices rise and fall in markets all the time. That’s why we call them markets. 

A price rise itself is not necessarily a bad thing.  

It is simply a function of supply and demand. 

With a higher price comes a greater incentive to develop and supply more product, in this case, 
more gas. 

Over time, as greater supply comes online, one would expect the price to decline. This is 
fundamental to our market system. 

What is of concern is if a temporary upward price spike is so significant, it threatens the very 
survival of the businesses that rely on that gas. 

The BCA has always advocated for market-based solutions, because it is through markets that 
resources are allocated most efficiently. 

In the case of gas our approach is no different. 

I do recognise there are transitional issues facing gas users. 

It is these transitional issues and how they may be best managed that I would like to focus on 
today. 

The problem defined 

A number of our major industrial users of energy have reported difficulty in negotiating new 
contracts for gas at a price, and on terms, that will not detrimentally impact the operations of their 
business or their survival. 

Now I think it is fair to say we all accept the days of $2 a gigajoule of gas are over. 

The question is how much of an impact will a temporary increase in the price of gas have on 
Australian industry – will some be forced to move offshore? 

Or is a higher gas price simply the last straw for businesses that were on the way out anyway? 

Industrial users in particular have been adversely impacted by the persistently high Australian 
dollar, high wages and low productivity, over-regulation and rises in the cost of electricity due to 
investment in networks and green programs including the carbon tax. 

It seems to me that the businesses represented here today have a choice. 

We can choose to continue to pit commercial interests against one another or we can work together 
to find a practical way through this. 

It comes down to how far into the future you want to look.  

If you are only concerned with making returns in the next year or so, then either side – suppliers 
and users of gas – can stick to their guns and see how they fare. 

If you take a medium to longer-term view, it strikes me that it is within all of our interests to find a 
workable solution. 
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That is because we still want large industrial users of gas to be present to demand gas once we get 
past this peak period. This is important both economically and strategically. 

We will get past this peak, once CSG well production rates start to hit their stride and there is more 
gas made available to the domestic market with increasing exploration and development. 

Our challenge is getting to that point. 

Industrial users too must make the decision to work constructively. 

This may mean being creative in terms of the way gas is sourced.  

Perhaps making investments and looking to alternatives such as storage opportunities and 
dynamically seeking to source gas from the market. 

We should be able to get through this without the need for retrospective policy decisions, such as a 
domestic gas reservation policy. 

All it will take is thinking outside the square and cooperation. 

We should be clear about the size of the problem that confronts us.  

New South Wales demands about 20 per cent of Australia’s gas, half of which is consumed by 
manufacturers and other industry. 

Meeting this demand in the next five years is the immediate challenge that we must address. 

Putting in place the longer-term policy instruments like trading hubs is important for the market to 
evolve but will not help to address the immediate issues we confront. 

Taking urgent action to increase gas supply is what is needed. 

There are a number of options out there and this is where I believe governments and industry 
should be focusing their attention. 

Today’s meeting is the start of the process here in New South Wales. 

The options 

Firstly – and most critically – what is required is to make more gas available. 

This requires bringing new gas projects on stream, particularly here in New South Wales.  

It won’t come as a surprise to repeat to many of you here today the compelling evidence of why 
New South Wales needs to invest in its own indigenous gas supply. 

New South Wales imports 95 per cent of its gas from other states. 

If we had a well interconnected gas market with numerous pipelines and supply options, 
that wouldn’t be a problem – but our current gas market does not provide for that. 

This limits the options available to New South Wales customers and to improve competition, and 
ultimately price, it is important for these additional gas sources to be thrown into the mix.  

Delivering these key projects will take political courage and practical resolve. 

It will require governments acting on their commitments to streamline and facilitate project 
approvals across both the Commonwealth and state planning and environmental authorities.  

It can be done.  

There are two key projects in New South Wales, in the Pilliga and Gloucester that combined could 
supply most of New South Wales demand for gas. Not to mention the contribution to regional 
development. 

These projects present an ideal opportunity for both the federal and state governments to establish 
a coordinated approvals process to ensure their timely development, subject of course to the 
necessary environmental requirements. 
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It will be essential that the federal government effectively establishes the new processes around the 
water trigger so it does not unduly delay these critical projects. 

These projects will help secure New South Wales’s gas supply into the future, but they will take a 
few years before they come on stream. 

They are but one part of the solution. 

A range of more immediate options will also need to be considered. 

As you in the energy industry would well know, the peak of gas consumption is in the winter – the 
exact opposite to electricity, which is in the summer. 

And in recent years, the wholesale price of electricity has been at historically low levels. 

It strikes me that these circumstances provide commercial opportunities for operators of gas-fired 
power stations to divert gas that would otherwise be burned for electricity to supply domestic gas 
consumers. 

Secondly, gas – unlike electricity – can be stored. 

This makes it far easier to meet gas peaks and presents opportunities to use storage to meet peak 
gas demand, such as adding looping capacity to some pipelines. 

And I’m encouraged by the work to investigate the opportunities for gas pipeline trading to see if 
there are any additional benefits to the market that can be provided there. 

Ultimately, most of these are options are commercial decisions.  

Decisions that those of you have a choice to make.  

Or you can seek to test the will of governments. 

It is your choice. 

However, time is drawing near with the tightness in the domestic front looming, some may say it is 
already upon us. 

Now many could see this coming.  

Perhaps some even banked on waiting until the time was near. 

In my opinion, intra-industry attacks of suppliers against gas users and vice versa is 
counterproductive. 

I recognise that as someone with ‘no skin in the game’, that is easy for me to say; however, I cannot 
see how elevating this debate politically and in the media will serve either side any good. 

This is a shared problem and one that I believe can best be addressed if we work cooperatively to 
find a resolution. 

As all of you here know, Australia has more than enough gas – the problem is getting us through 
this transitional period of tightness, and increasing supply. 

For further information contact: 
Scott Thompson, Director, Media and Public Affairs 
Business Council of Australia 
Telephone (03) 8664 2603 • Mobile 0403 241 128 
www.bca.com.au 

The Business Council of Australia (BCA) brings together the chief executives of 100 of Australia’s leading companies.  
For almost 30 years, the BCA has provided a unique forum for some of Australia’s most experienced corporate leaders to 
contribute to public policy reform that affects business and the community as a whole.  

Our vision is for Australia to be the best place in the world in which to live, learn, work and do business.  
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