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27 June 2013 

The Legislative Assembly State and Regional  

Development Committee 

Parliament House 
Macquarie Street 
Sydney NSW 2000 

 

Inquiry into Downstream Gas Supply and Availability in NSW 

 

Dear Sir / Madam, 

Reliable supplies of natural gas can make a huge and positive impact on peoples’ lives.   

NSW’s natural gas supplies are not secure and there are a number of areas in NSW that do not 

have the benefit of a natural gas supply.  Metgasco therefore recommends that action is taken 

to:  1) encourage the availability of natural gas supplies, from both interstate and within NSW; 

and 2) make it more readily available to the people and industry of NSW through the installation 

of additional pipeline infrastructure.  Metgasco also recommends that the Lions Way Pipeline is 

an excellent starting point for additional pipeline infrastructure.  

The United States provides an excellent example of how the availability of low priced natural 

gas can have a positive impact on the economy and the environment.  Unconventional natural 

gas supplies including coal seam gas and shale gas are having a huge and positive impact on 

the United States economy, attracting manufacturing businesses back to the United States.   

From a position 10 years ago of being a net importer of natural gas, with a number of import 

LNG terminals planned, the United States now has the potential to become a natural gas 

exporter.  In addition, some parties are looking at using natural gas as a fuel for road transport, 

thereby reducing the United States’ need for imported oil and further reducing greenhouse 

emissions.  In addition to the economic benefits, the increased use of natural gas, at the 

expense of oil has resulted in a significant reduction in carbon dioxide emissions.  The United 

States is reaping the benefits above not only because of its large shale gas deposits and 

petroleum technology, but also because of the large natural gas pipeline infrastructure that it 

already had in place.  The natural gas pipeline infrastructure allows new natural gas fields to be 

developed quickly and at low cost, and facilitates an effective natural gas trading system. 

NSW contrasts with the US.  NSW has no oil and natural gas production, other than a small 

amount of CSG production, close to Western Sydney.  All of its oil and LPG is imported and 

about 95% of its gas (all but its small CSG production) is imported from other states.  

Furthermore, its natural gas supplies from other states are not secure as long term contracts 

are expiring in the next few years, with natural gas prices forecast to rise significantly and the 

possibility of natural gas supply shortages as early as 2016.  NSW does, however, have large 

reserves of CSG and should it wish to promote the development of these reserves with sensible 

policies and regulations could reduce its dependence on interstate gas supplies and displace 



 

 

some of the LPG and crude oil that it currently needs to import.  Displacement of imported LPG 

and crude oil by natural gas can reduce costs, reduce greenhouse emissions and improve 

safety. 

In comparison with the US, the NSW natural gas pipeline system is not as well developed, 

impeding the growth of the natural gas industry and hence the potential to benefit from low cost, 

reliable and environmentally attractive gas.    

The current inquiry relates to downstream availability rather than supply, so this submission 

focusses on the provision of gas infrastructure rather than changes to policies and regulations 

that are necessary to encourage development of NSW’s natural gas production potential. 

The proposed Lions Way Pipeline (LWP) in north east NSW is an immediate opportunity for the 

NSW Government to promote natural gas supply and usage.  The LWP can supply natural gas 

to Kyogle, Casino and other Northern Rivers towns such as Lismore and Grafton.  Attachment 2 

shows the pipeline route for the section down to Kyogle / Casino.  It will need to be expanded to 

cover towns other than Kyogle and Casino.  The expected cost of the pipeline as shown in the 

attachment is in the order of $150m. 

Kyogle, Casino, Grafton, Lismore and the surrounding areas currently have no reticulated 

natural gas supplies and instead rely on imported and expensive supplies of LPG and diesel.   

To provide an example of the benefits to one town: 

Casino is a town of about 11,000 people, many of whom depend on the Northern 

Cooperative Meat Company Limited (the local “meatworks”) and Richmond Dairies for 

their livelihoods.  The meatworks is one of the last NSW regional meatworks to remain 

in business.  The corresponding Grafton meatworks closed down a year or so ago.  

Unemployment rates and incomes are lower in this area than elsewhere in Australia 

(refer to Attachment 1).    

Providing natural gas to Casino will; 

 improve the viability of existing businesses - the meatworks and the Richmond 

Dairies - by reducing the cost of fuel supply; 

 encourage other industries to develop in Casino (a business / industrial park is 

already planned); 

 encourage the development of a peaking power generation plant;  

 facilitate domestic /retail gas sales in Casino (refer to Attachment 3); and 

 provide a source of gas for a compressed natural gas operation, allowing gas to 

be supplied to industries around Casino, thereby backing out higher priced LPG 

and diesel supplies. 

To put the fuel costs in perspective, industries that use LPG as a fuel are paying more 

than $27/GJ and those that use diesel can pay as much as $40/GJ for the energy.  Gas 

supplies, even at export LNG parity can be a fraction of these costs; (ie; less than 

$10/GJ).  It is expected that natural gas could deliver savings over LPG of 20%.  

Richmond Dairies is very keen to reduce its energy costs because it is competing with 



 

 

interstate and international dairies that have much lower cost energy supplies.  We 

understand Richmond Dairies would also like a reliable supply of energy, having 

previously found its LPG supply to be unreliable. 

Similar benefits are likely to apply to the other towns involved.  Metgasco estimates that a local 

diesel & LPG market of up to 10 PJ per annum can be substituted with natural gas. 

In addition to providing a benefit to the local businesses as described above, the provision of 

the LWP infrastructure will encourage development of CSG and conventional gas resources in 

the region.  In doing so, NSW will benefit from more jobs, business opportunities, royalty 

payments, better energy security and lower greenhouse emissions.  

Lions Way Pipeline (see attachment 4) 

Metgasco recommends that the NSW Government should promote the installation of the 

Lions Way Pipeline, either by: 1) direct investment and ownership of the pipeline 

($150m); or 2) facilitating the building of the pipeline by funding the approval and 

engineering phase ($3m). 

There are precedents for governments and their utilities owning pipelines such as the 

Longford to Melbourne gas pipeline in Victoria (Esso/BHPP gas transportation to 

Melbourne) and the Moomba to Sydney gas pipeline.  Governments can choose to 

divest of pipeline assets at a later stage, having taken initial action to promote industrial 

development.  Should the government choose to fund the engineering / approval phase 

and not wish to fund the pipeline itself, it could seek recovery of the engineering / 

approval costs from the pipeline developer when the pipeline proceeds. 

A significant amount of work has already been completed on the pipeline project by 

Metgasco, including route selection, interaction with landholders, environmental studies, 

with the main outstanding work being a cultural heritage survey.  The local indigenous 

community are keen to be involved in this and participate in the jobs it will create. 

In summary, NSW can benefit from the increased use of natural gas, in place of higher cost, 

more polluting and risker energy supplies.  NSW has sufficient CSG resources to meet its own 

energy needs and should implement policies and regulations that encourage, not hinder, gas 

development.  It can also take action to facilitate gas supply, irrespective of its source by 

improving gas pipeline infrastructure.  Metgasco recommends that the NSW Government 

should facilitate the installation of the Lions Way Pipeline as proposed in this submission.    

 

Yours sincerely 

 

 

 

Peter J Henderson 

Managing Director and CEO 

 



 

 

Richmond Valley / Northern Rivers Unemployment / Income     Attachment 1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Richmond Valley Economic Brief February 2013 



 

 

Proposed Lions Way Pipeline Route    Attachment 2 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Attachment 3 

History of natural gas in the region 

It has almost been forgotten that for most of the 20 h century many cities and regional towns 

in NSW had their own reticulated gas supply industry. These Councils in these towns 

operated their own gas plants that primarily used coal as a feedstock to produce "towns" 

gas.  Over the last 50 years local councils sought cost savings and divested their 

responsibilities for electricity and gas, although many still are responsible for water.    

In many cases, the old gas pipes are still in many of the streets in these towns. Towns such 

as Casino in NSW.  There remains an opportunity to once again use these old gas pipes, 

either by inserting new plastic pipe, or simply making use of the easement still shown on 

local Councils maps. 

In the 21st century the approach to energy supply and demand is driven by costs and 

environmental concerns. Natural gas is considered the best of the fossil fuels, in terms of its 

green credentials- i.e. primarily due to less carbon and particulate emissions. 

A number of NSW towns were connected to the natural gas grid over the last 30 years. 

Towns such as Griffith, Dubbo and Tamworth have continued to attract industry and 

commerce because of the availability of natural gas. 

 



 

 

Attachment 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 




