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SUMMARY

The fina decision that | have published today concerns the terms of access proposed
for the Dampier to Bunbury Natural Gas Pipeline (“the Pipeling’) by Epic Energy.
The Pipdline is the main gas transmission system between Dampier in the northwest
of Western Australia to Bunbury in the southwest of Western Australia.

Under the National Third Party Access Code for Natural Gas Pipeline Systems (“the
Code”) | am required to decide whether to approve the access arrangement proposed
by Epic Energy for the Pipeline. If | decide not to approve the access arrangement
then | must state the amendments that would have to be made in order for me to
approve it. One of the matters to be included in an access arrangement is a Reference
Tariff for a service that is likely to be sought by a significant part of the market. The
process of considering whether the access arrangement complies with the Code
involves a balancing of competing interests of different parties.

In balancing those interests, | have decided that the price that Epic Energy paid for the
Pipeline was not based upon a sound commercial assessment and the consequences of
this for the financial viability of Epic Energy have less weight in balancing
Epic Energy’s legitimate business interests against the interests of users and the public
interest in having competition in markets and in a supply of competitively priced gas.

| have aso decided that Epic Energy’s purchase price for the Pipeline was not
affected by any representations or statements by the Government as to the tariffs that
may apply under the Code subsequent to 1 January 2000. However, | have found that
statements by Government at the time created expectations for users as to the tariff
that would apply in the future and that is a material consideration.

| have decided that in addition to Epic Energy’s proposed Firm Service, the proposed
Access Arrangement should include a Reference Service with the characteristics of
the Firm Service but allowing for:

receipt of gas into the Pipeline at any location on the Pipeline;
aminimum contract term of no greater than two years; and

the timely provision to users of metering information so they can assess their
potentia liability for penalty charges and take steps to avoid those charges.




Also, | have found that the Reference Tariff for the Firm Service should be revised to
reflect the following parameters:

aninitial capital base of $1,550 million as at 31 December 1999

a present value of total revenue (with a discount rate equal to real pre-tax rate
of return of 7.4%) of $768.53 million in dollar values as at 31 December 1999.

The levels of the Reference Tariff that will result from these parameters will vary
depending upon cost alocations and the structure of the tariff. However, | have
estimated that the average 100% load factor tariff that would result from these
parameters is $0.95/GJ as at 1 January 2000 and $1.01/GJ as at 1 January 2003.

This average tariff of $1.01/GJ as at 1 January 2003 corresponds to a tariff for the T1
service applicable under current regulation of $1.08 and represents a 5.1% increase in
the full haul T1 service tariff of $1.02/GJ that was introduced on 1 January 2003 and
currently applies.

This statement has been prepared to assist members of the public in understanding
the overall nature of the decision that | have made. It is not intended to be a substitute

for the reasons for my decision and does not form part of my reasons for the purposes
of the Code.
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