Economic Impact of Uncertainty About Fracturing
In addition to the obvious loss of energy security and economic benefits from reduced production
of petroleum, there is a serious impact on construction of infrastructure such as processing
facilities and pipelines. This has already impacted on the pipeline being built by Jemena from
Tennant Creek to Mt Isa: its diameter was reduced from nominal 14 inch to nominal 12 inch.
Allowing for corrosion, that diameter reduction reduced the capacity by 30%.
Not only did the capacity decrease but also, due to loss of economies of scale, the cost per unit of
throughput increased by 20%!
Jemena’s decision to lower the pipeline size was because there were “not enough NT gas
producers who (were) ready to commit to delivering gas to customers to be able to
economically justify a larger pipeline”. The producers’ lack of support was because the ALP
had proposed a moratorium on fraccing if elected to government: there was a financial risk to
the producers that they would not be able to develop tight gas resources. Jemena’s decision
was totally rational. The explorers could not afford to explore.

The result is that the Jemena pipeline now being built will be a bottleneck on future production
and will damage the economics of exploration and production of gas in the NT. Companies,
their employees and service providers will lose income, and the NT and Commonwealth
governments will lose royalty and taxation income.
Was the ALP’s caution justified, or was it driven by attempting to gain votes from an emotional
and uninformed public? Your inquiry will collate and provide the necessary information.

I have no problem with governments strongly regulating the industry, provided that their
decisions about the risks are based on scientific evidence. I look forward to seeing the results
of the inquiry.

Yours faithfully,

John Wilson

