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GORGON GAS CONTRACTS — DOMESTIC GAS PRICES 

1104. Hon KATE DOUST to the Minister for Energy: 

I refer to Verve Energy and Synergy’s contract signed yesterday with the Gorgon joint venturers. 

(1) Given reports that Verve will pay up to three times more than current prices, will the minister indicate 
what this decision will mean for domestic gas prices? 

(2) Does the minister agree with the chief executive officer of Verve that if the Gorgon project is late, there 
is potential for Verve to run out of gas; and, if so, what contingencies are in place should this occur? 

(3) What progress, if any, has been made in negotiating a new contract for the North West Shelf venture?  

Hon PETER COLLIER replied: 

I thank the honourable member for the question.  

(1)–(3) Yesterday was a good-news story on the energy front; it really was. Yesterday I witnessed the signing 
of a contract between Verve and Synergy and the Gorgon joint venturers that will provide 
125 terajoules of gas for 20 years from 2015. That is when the current contracts expire. That is at a 
time, quite frankly, when we will run out of gas, so we needed new contracts. Negotiations took place 
between a number of parties on making up the shortfall between what will happen on the North West 
Shelf when that contract expires and what we have gained from the Gorgon contract that was signed 
yesterday. A number of new projects are coming on stream, including Wheatstone, Macedon and Pluto. 
Negotiations are taking place right across the board.  

The price set for the new contract of course is confidential, as all commercial contracts are. I will say 
that the fuel source, or the fuel component of the generation, is around two-thirds of generation costs. In 
terms of an electricity tariff, on top of that we also have network charges, which take up around 40 per 
cent of the retail charges, and generation charges. Speculation that it will treble electricity prices is 
completely ill-founded. It will not. I cannot give a guarantee about what the actual price will be; no-one 
can. The prices established in that contract are confidential, as all contracts are. What I can say is that it 
needs to be put in perspective. The gas component of the entire tariff is around two-thirds of the 
generation component. We are looking at minimal impact in terms of tariff increases, but there will 
always be upward pressure on electricity tariffs whenever there is any increase in fuel costs. In addition, 
there is upward pressure on electricity prices when there is a carbon tax. There is upward pressure on 
electricity prices when there is an the network is ageing. All these things will put pressure on electricity 
prices. We in Western Australia are not lone wolves in this space. It is not just Western Australia. It is 
right across the nation; it is international. Electricity prices internationally are skyrocketing as a direct 
result of, particularly, fuel and climate change policies that have come into effect and much more 
reliance on renewable energy, which is much more expensive. All these factors add to a growing 
escalation of electricity prices. It is the order of the day. But what needs to be remembered as a result of 
yesterday’s historic signing of a contract between the Gorgon joint venture partners and Verve and 
Synergy is that we have made significant inroads to meeting the gas demand for Western Australia for 
20 years, post-2015. Once again, the Liberal–National government is looking after energy security in 
Western Australia.  

On the gas front, we can hold our heads up high. We have worked towards the Mondarra gas storage 
facility. Today I gave the second reading speech for the Gas Services Information Bill 2011, which will 
establish the gas bulletin board and the gas statement of opportunities. We are working towards that 
whole notion of dual fuelling. These are all recommendations of the Gas Supply and Emergency 
Management Committee. The cherry on the cake is yesterday’s announcement. It was a great news 
story. It really will do an enormous amount to enhance energy security in Western Australia.  

 


