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1.3.2. The Draft Decision forecasts 

The ERA’s Draft Decision forecasts of contracted capacity and throughput are set out in the 
following tables.  The forecasts represent an increase from DBP’s proposed forecasts of roughly 
150TJ/d in respect of contracted capacity, and 70TJ/d of throughput on average over AA5.   

Figure 1: ERA and AGIG capacity and throughput forecasts 
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The ERA makes reference to evidence including AEMO’s GSOO that gas ‘demand’ is not falling.  
This reference is very concerning to us as it relates to throughput, which is different from 
contracted capacity and is an ‘apples and pears’ comparison.  Throughput has a relatively small 
decline on 1 January 2021, but contracted capacity drops much more sharply, because some of 
our largest shippers are over-contracted today and are taking the opportunity to relinquish 
capacity.  This is an unarguable fact that the ERA needs to consider in its decision.  The ERA may 
feel we are making up the revenue shortfall from reductions in capacity through other unregulated 
revenues, such as the peaking services.  However this is not the case, as is discussed below. 

The significant reduction in contracted capacity, and the much smaller reduction in throughput is 
shown in Figure 2 below. 

Figure 2: Capacity and throughput from AA4 to AA5 (including ERA forecasts) 

 

Further detail underpinning both the actual contracted capacity position and the throughput 
forecasts is provided in subsequent sections.  However, the practical consequence of ignoring the 
significant drop in contracted capacity can be seen in Table 3 below.  In this table, we apply the 
ERA’s Draft Decision reference service tariff (of roughly $1.05 full haul equivalent) to the 
contracted capacity information and throughput forecast we have provided to the ERA 
(summarised in Table 12 of the ERA’s Draft Decision) to derive reference service revenue, and 
then add to this the forecasts revenues, post-rebate, from non-reference services. 
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Over the past 10 years, gas for power generation in the SWIS has been a major consumer of 
domestic gas supply in Western Australia, consuming between 70PJ and 80PJ over that time.9 
During AA4, gas for power generation represented roughly 50% of our full-haul capacity, and 
around 25% of our full-haul throughput.  In AA5, this has fallen to represent 25% and 15% 
respectively.   

By 2014, the environment had changed significantly from that which existed in 200610: 

 Gas prices rose as oil and LNG prices rose making gas less competitive with other fuels for 
electricity generation. 

 Several significant wind farms had either entered or were in the process of entering the 
market. 

 The falling cost of wind and solar technologies drove projections of additional wind and solar 
farms to enter. 

From 2014 to 2020, there have been further developments11: 

 Renewable technology costs have improved faster than projected in 2014 with several large-
scale wind and solar projects being developed. 

 The reintegration of Synergy (retailer) and Verve (generator) – into a new entity called 
Synergy – increased incentives for Synergy, which provides around 50% of the electricity sold 
to household and business customers in the SWIS, to develop self-owned renewable electricity 
in the SWIS. 

 Shortages in renewable electricity certificates (RECs) led to a large rise in REC spot prices and 
the forward curve (during the latter part of the last decade), increasing general interest in the 
development of renewable projects. 

 Grid based demand in the SWIS fell as rooftop solar PV increased. 

 Synergy owned and operated Muja A&B was closed with Muja C to be closed progressively 
from 2022 to 2024. 

 The Kwinana gas fired generators owned by Synergy were retired.   

The result of these significant changes in the WA electricity market has been a substantial drop in 
projected SWIS gas consumption (capacity and throughput) compared with earlier years12.  This is 
shown in Figure 3 prepared by ACIL Allen, using historical consumption and ACIL’s own Wholesale 
Electricity Market (WEM) simulation model.   

  

                                           
9 Ibid. 
10 Ibid. 

11 ACIL Allen:”Gas Demand Review, Dampier to Bunbury Natural Gas Pipeline, October 2020, section 3 pp8-

9 

12 ACIL Allen:”Gas Demand Review, Dampier to Bunbury Natural Gas Pipeline, October 2020, section 3 p9 
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Figure 3: ACIL Allen historical projections of SWIS demand 

 

Source: ACIL Allen, 2020, p9 

ACIL Allen’s simulation of the WEM predicts gas fired power generation in AA5 to fall to be around 
78% of the annual average gas-fired power generation in AA4.  The projected fall is driven by 
additional rooftop solar PV installations and grid-based renewable electricity entering the market.13  
The ACIL Allen WEM modelling projects an increase in renewable electricity generation of around 
2,500 GWh of renewable electricity in the WEM over 2020-2022. 

ACIL Allen explain that gas is now the most expensive fossil fuel used to fire electricity generation 
in the WEM, and has therefore become the swing fuel in the market.14  With the retirement of the 
Muja C power station in late 2022 to 2024, gas fired power generation is projected to increase by 
around 1000 GWh by 2025, from the low point in 2022.  The relative increase in gas-fired 
generation is consistent with the expected loss of coal-fired generation over the latter part of AA5.  
This is shown in Figure 4: Historical and projected sources of electricity generation in the SWIS 

 

Source: ACIL Allen, 2020, p11. 

Figure 4: Historical and projected sources of electricity generation in the SWIS 

                                           
13 ACIL Allen:”Gas Demand Review, Dampier to Bunbury Natural Gas Pipeline, October 2020, section 3 p11 
14 Ibid 
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Source: ACIL Allen, 2020, p11 

It appears that the impact of some of these trends are somewhat muted in the 2019 GSOO, and 
ACIL Allen notes (footnotes omitted): 

We consider these gas for power generation projections by AEMO’s 
consultant and which we understand AEMO relied upon for its 2019 GSOO 
forecast, to be unreliable as they:  

- appear to be out of date  

- appear inconsistent with the expected entry of renewables and 
displacement of gas-fired generation  

- appear inconsistent with the expected exit of Muja C and increased 
requirement for gas-fired generation  

In contrast, ACIL Allen’s projected reduction in gas-fired generation is 
consistent with the stable demand environment and the entry of large-scale 
renewable energy generators into the WEM.  

In relying on the consultant’s projections for the 2019 GSOO, AEMO forecasts 
a relatively small 5.3 per cent reduction in demand for gas for power 
generation in the SWIS from 2020 to 2021 which remains stable through to 
2024 and then grows again substantially from 2024 (around 6.5 per cent 
higher in 2025 compared with 2020).  

The ACIL Allen projection, which has later information and a more consistent 
treatment of gas and renewables, shows a 13.3 per cent reduction from 2020 
to 2021, a further 11.4 per cent fall from 2021 to 2022, a 6.7 per cent 
increase from 2022 to 2023 (exit of first Muja C unit in 2022), stable gas 
usage from 2023 to 2024 and then a 9.3 per cent increase from 2024 to 
2025 (exit of second Muja C unit in 2024).  

AEMO states that part of the increase is caused by increased ramping of 
generators because of increased rooftop and grid-based solar. However, the 
GSOO gas forecasts do not appear to take account of this increased solar 
penetration displacing gas for power generation. The AEMO projections for 
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the SWIS do not appear consistent and appear to underestimate the effect of 
renewables entering and displacing gas-fired generation. 

In conclusion, AEMO appears to rely on out of date information and 
potentially flawed modelling of the entry of renewable energy and its effect 
on gas-fired generation in the SWIS. This raises valid concerns about relying 
on the 2019 GSOO in determining DBP throughput forecasts for AA5 

As the GSOO tends to be influenced by the Electricity Statement of Opportunities (ESOO) 
published 6 months earlier, DBP anticipates that the forecasts in the 2020 GSOO will more 
properly reflect the factors discussed above.  Over the past four years, the pattern in the ESOO 
has been one of significant drops, year on year.  This is shown in Figure 5. 
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peaker service has been made a rebateable service reflecting that it is a non-reference service 
with substantial uncertainty in demand.  This approach ensures shippers will receive any benefit 
from this new service. 

1.8. Understanding the 2019 GSOO and throughput 

The ERA’s Draft Decision relies on the forecasts from the AEMO GSOO as part of its rationale for 
maintaining the 2020 forecasts of both throughput and capacity throughout AA5.  For example 
[187]: 

The ERA assessed DBP’s throughput forecasts and supporting information 
and considers that the step decline in full haul throughput from 2020 to 2021 
is inconsistent with AEMO’s gas demand forecasts.   AEMO has forecast a 1.9 
per cent increase in gas demand each year between 2020 to 2024 in Western 
Australia. In aggregate, AEMO forecast a 15 per cent increase in gas demand 
from 2019 to 2029, supported by the closure of Muja C to maintain electricity 
system stability and to provide support to base load power over the period.  

And subsequently [198]: 

The ERA considers that DBP’s forecast is not the best forecast considering 
the concerns raised above (at paragraphs 185 to 194), including that it does 
not reflect the stable to small growth that AEMO is forecasting for Western 
Australia. AEMO is forecasting an annual growth rate of 0.6 per cent per year 
for gas services in the metro/south-west region which would include DBP’s 
full haul customers.  

This EMCa report (see pp36-42) also focuses on differences between the GSOO and DBP’s own 
forecasts. 

The difference between DBP’s forecast and the 2019 GSOO is, in reality, much smaller than the 
headline numbers appear.  As we outline below, the differences essentially relate to demand for 
gas for power generation in the SWIS, which is the key driver of the decrease in actual contracted 
capacity discussed so far in this attachment.  The differences are largely explained by new 
information which has become available since the 2019 GSOO was published, in particular: 

 new renewable electricity projects; and 

 changes to wholesale gas prices since North West Shelf Joint Venture gas has ceased to flow 
and shippers have shifted to new, more expensive gas.   

1.8.1. The relevant region 

The major focus of EMCa’s assessment is between our forecasts for the DBNGP and the GSOO for 
WA as a whole.  The DBNGP does not carry the entire gas demand for Western Australia, along 
even part of its length.  Demand for gas in WA is not synonymous with gas demand for the 
DBNGP.   

As noted above, the ERA’s Draft Decision has accepted our forecasts of throughput and capacity 
for our part and back-haul services (see [201] of the Draft Decision).  These services are provided 
north of CS9.  This means that the relevant comparison between our forecasts and the GSOO 
should focus on the South West.   

The GSOO does not include forecasts of demand on a pipeline-by-pipeline basis, and since its 
customer-based categories include operations all over the state (the category of “mining” includes 
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New projects 

The GSOO lists the following major projects in its various scenarios (see p 19):32 

 BHP’s South Flank project, due to commence operation in 2021.  

 Rio Tinto’s Koodaideri iron ore project, with first production planned for late 2021.  

 Albemarle Corporation’s Kemerton lithium processing plant, near Bunbury, scheduled to 
commence in 2021.  

 FMG’s Iron Bridge magnetite processing project (stage 2), due to commence in mid-2022.  
 Gold Field’s Agnew Gold Mine renewable electricity microgrid, expected to be completed in 

2020. Renewable power generation from the project is anticipated to reduce existing gas 
demand by approximately 0.5 TJ/day.  

 Hazer Group’s biogas to hydrogen and graphite project, expected to reduce existing gas 
consumption by approximately 2 TJ/day, beginning in 2020.  

Of these, only the Albermale project in Kemerton and the Hazer Group hydrogen projects are in 
the South West, and thus relevant for comparative purposes. The Albermale project, which is 
currently on hold indefinitely was forecast to use 1 to 2 TJ/d in its first stage, and the Hazer 
project is covered by existing supply.  

Demand destruction 

In order to ascertain whether there is some “demand destruction” which has been reflected in our 
actual contracted capacity but not by the GSOO, we look in this section at demand by sector. 

The GSOO does not provide a breakdown of its south-west demand into industry segments.  All 
that it says about throughput in the South West is as follows (p24): 

Growth in both mining and new projects is forecast in the Metro/South West 
region, but at a smaller scale than in the North. New projects are estimated 
to contribute an additional 2.8 TJ/day demand by the end of the outlook 
period. This is partially offset by the forecast reduction in demand from SWIS 
GPG associated with the entry of renewable generation, as discussed in 
Sections 2.2.2 and 2.2.3. 

By way of context, the addition in mining in the North comes in 2023 and is 57TJ/d.  The South 
West is much smaller than that because the total increase in the period in the South West is 
around 25TJ/d from 2021 to 2025, with most of this coming between 2024 and 2025.  This is 
associated with the retirement of Muja C, which AEMO suggests will impact demand in 2022 and 
2024. 

To provide some basis of comparison, we have grouped our throughput forecasts into AEMO’s 
groups, with the exception of “Distribution”.  Gas for the distribution network is shipped by 
retailers and shippers of gas for power generation and so we have taken our actual and forecast 
throughput for our gas for power generation customers and subtracted AEMO’s actual and 
forecast distribution gas demand forecasts from these. 

  

                                           
32 AEMO also include another 10 prospective projects in their “high” scenario. 














