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Joshua Runciman 
Australian Competition and Consumer Commission 
ACCC LNG Netback Price Series Review Committee 

(via email to: LNGnetbackreview@accc.gov.au ) 

LNG NETBACK PRICE SERIES REVIEW – SUBMISSION BY GLNG OPERATIONS PTY LTD

Dear Sir, 

GLNG Operations Pty Ltd (GLNG) welcomes the opportunity to provide comment on the ACCC’s LNG 

Netback Price Series Review.   

The ACCC LNG Netback Series is of critical importance to GLNG and the other east coast LNG 

producers, as it is now directly referenced in the Heads of Agreement executed earlier this year, and 

as such plays a critical role in determining whether gas excess to long term contract requirements is 

produced or not. 

GLNG has been supportive of the philosophy of the LNG netback series in attempting to determine a 

price that would cause an east coast LNG exporter “to be indifferent between supplying gas to the 

domestic market or to LNG export markets”.  We believe it is of utmost importance that this 

philosophy be maintained, since if the ACCC LNG Netback series no longer represents the short-run 

value of LNG exports, there is a significant risk that the LNG Netback price will become disconnected 

from actual market pricing opportunities, and cause producers to not produce gas rather than selling 

at sub-market pricing levels. 

Annexure A attached contains specific responses to the questions raised in the ACCC Issue Paper.  

However, in particular I would like to highlight our views on the Henry Hub index, and also the question 

on whether LNG Liquefaction costs should be included. 

With regard to the Henry Hub index, we understand the index may appeal to gas user because the 

price is relatively low.  However, it is important to understand that price level of Henry Hub is set by 

the supply and demand dynamics in markets surrounding the Henry Hub index point in Louisiana, USA.  

Abundant low-cost gas supply in Texas (substantially below the cost of supply of CSG in Queensland), 

including associated gas from shale oil production, is what keeps the Henry Hub price low.  Secondly, 

while since the commencement of US LNG exports, the Henry Hub price has from time to time 

influenced the JKM price.  However, the Henry Hub price itself does not represent a relevant reference 



price for Australian LNG exports.  As such, in our submission attached we recommend the continued 

use of the JKM marker for a proxy of Asian short-term LNG prices. 

With regard to the question of how to account for LNG plant and liquefaction costs, gas marketing 

decisions are typically driven by short run marginal costs, meaning only incremental costs incurred 

due to that new sale are accounted for.  Historical sunk capital expenditure is not relevant in that 

decision.  With regard to LNG plant operating expenditure (excluding fuel gas as this is already 

accounted for in the ACCC LNG Netback), generally more than 99% of Plant operating expenditure is 

fixed.  Thus, there is negligible incremental LNG plant or liquefaction cost for an additional LNG cargo 

to be liquefied. 

In submitting this submission, GLNG would like to reiterate that the Australian oil and gas industry 

makes a significant contribution to the Australian economy.  Australia’s oil and gas industry provides 

reliable and competitively priced gas to the domestic market and exports to overseas buyers, 

contributing to the Australian economy and supporting the economic welfare of Australians.  It is 

important that government and regulatory decisions support continued gas development and 

investment and not impede future economic growth. 

GLNG would welcome the opportunity to provide further input into proposed reforms. 

Yours sincerely 

Stephen Harty 
Chief Executive Officer 
GLNG Operations Pty Ltd 
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ANNEXURE A 

LNG NETBACK PRICE SERIES REVIEW  
GLNG OPERATIONS PTY LTD RESPONSE  
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Publishing LNG netback prices should be limited to the period for which the relevant index is frequently traded.  In the case of the JKM 
index, trading liquidity as shown in the following chart, is high in the first year, low in the second year, and drops off substantially after 
that.  As such we would recommend to continue limiting the period of published LNG netback price based on JKM to 2 years.   Further 
in the chart below, GLNG believes that the flat data in 2023 and 2024 reflects transactions made on the “calendar year 2023” and 
“calendar year 2024” JKM Contracts, and not the “monthly” JKM Contracts as in the case in 2021 and 2022. The implication of this is 
that liquidity transacted on calendar year contracts (which have a single price for the whole year) is not instructive for a monthly price 
set as intended by the ACCC for its netback series. 
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spot price does at times depart from a JKM linkage.  This point is reinforced with the very high Asian prices seen at the start of 2021 
that were not reflected on the East Coast markets as shown in the chart below.   

It is important to note that middle eastern LNG and US LNG can be diverted between Asia and Europe ensuring some correlation 
between those market pricing.  However, Henry Hub is a domestic market price in the US reflecting specific US market dynamics, 
scale of market and gas transport options, nature of the resources (liquids rich), low resource development costs with highly 
competitive services.  Clearly the Henry Hub does not represent a market that could be accessed as an alternative disposition for gas 
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and by the ACCC on its website which notes that: 

The prices shown are for information only and do not represent the ACCC: 

• setting a level of gas prices in the east coast gas market or any other market in Australia

• forecasting international or domestic gas prices

• forecasting any of the inputs used in the calculation of the LNG netback prices, or

• providing an endorsement of the price reporting agencies or the specific methods adopted by those agencies.

Therefore, the LNG netback price series should remain as intended – a guide only and not a price benchmark. 

Some Context 

This submission must be considered in the current context being the significant contribution that the gas industry makes to the 
Australian economy.  Australia’s oil and gas industry provides reliable and competitively priced gas to the domestic market and 
exports to overseas buyers, contributing to the Australian economy and supporting the economic welfare of Australians.  
Therefore, it is necessary that government and regulatory decisions support continued gas development and investment and not 
impede future economic growth. 

LNG export buyers are significant investors in Australian LNG projects and have entered into long term bilateral contracts to 
support their investment.  Is critical for future investment in infrastructure and new gas fields to unlock gas supply that the 
interests of foundation investors are protected.  Further making investment easier through removing moratoriums, streamlining 
regulation and approval processes, removing duplication between Commonwealth and State regulation and having affordable 
finance and insurance available will together with good policy and decision making encourage the development of gas basins 
across Australia. 

It is also important that any measures developed must not only provide the gas industry with the necessary comfort that its 
current investments are safeguarded but also support that business cases for future investments in gas development will not be 
eroded over time by government intervention in the market.   

The gas industry has undergone significant reforms since the Netback Price Series was introduced in 2018.  Government and 
regulatory intervention have continued through the Pipeline Trading Capacity Reforms, Transparency RIS Consultation and 
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reforms, Gas Fired Recovery Consultation and the Gas Supply Guarantee Consultation (not an exhaustive list).  Further, the East 
Coast LNG producers have committed to supplying gas to the Australian Domestic Gas Market under the Gas Supply Guarantee 
Guidelines, the HOA and through the ADGSM.  These commitments are reflected in gas contract terms and in trading behaviours 
of market participants who are valuing less flexible gas supply contract terms due to the commitment made by gas suppliers, 
pipeline operators and LNG producers through these regulatory reforms. 

Ongoing reforms and regulatory intervention (including decisions made as part of this review) can affect investor confidence. Such 
decisions can play an important role in determining whether the industry can realise its potential and remain globally competitive 
to attract future investment, which is required if the Australian economy is to continue to capture the economic benefits from 
future gas investment.  




