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Disclaimer 
 
This report has been prepared by Rystad Energy (the “Company”). The information contained in this 
document is based on the Company’s global energy databases and tools, public information, industry 
reports, and other general research and knowledge held by the Company. The Company does not warrant, 
either expressly or implied, the accuracy, completeness or timeliness of the information contained in this 
report. The document is subject to revisions. The Company disclaims any responsibility for content error. 
The Company is not responsible for any actions taken by the “Recipient” or any third-party based on 
information contained in this document.  
 
This presentation may contain “forward-looking information”, including “future oriented financial 
information” and “financial outlook”, under applicable securities laws (collectively referred to herein as 
forward-looking statements). Forward-looking statements include, but are not limited to, (i) projected 
financial performance of the Recipient or other organisations; (ii) the expected development of the 
Recipient’s or other organisations’ business, projects and joint ventures; (iii) execution of the Recipient’s or 
other organisations’ vision and growth strategy, including future M&A activity and global growth; (iv) sources 
and availability of third-party financing for the Recipient’s or other organisations’ projects; (v) completion of 
the Recipient’s or other organisations’ projects that are currently underway, under development or 
otherwise under consideration; (vi) renewal of the Recipient’s or other organisations’ current customer, 
supplier and other material agreements; and (vii) future liquidity, working capital, and capital requirements. 
Forward-looking statements are provided to allow stakeholders the opportunity to understand the 
Company’s beliefs and opinions in respect of the future so that they may use such beliefs and opinions as a 
factor in their assessment, e.g., when evaluating an investment. 
 
These statements are not guarantees of future performance and undue reliance should not be placed on 
them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, 
which may cause actual performance and financial results in future periods to differ materially from any 
projections of future performance or result expressed or implied by such forward-looking statements. All 
forward-looking statements are subject to a number of uncertainties, risks and other sources of influence, 
many of which are outside the control of the Company and cannot be predicted with any degree of accuracy. 
In light of the significant uncertainties inherent in such forward-looking statements made in this report, the 
inclusion of such statements should not be regarded as a representation by the Company or any other person 
that the forward-looking statements will be achieved.  
 
The Company undertakes no obligation to update forward-looking statements if circumstances change, 
except as required by applicable securities laws. The reader is cautioned not to place undue reliance on 
forward-looking statements. 
 
Under no circumstances shall the Company, or its affiliates, be liable for any indirect, incidental, 
consequential, special or exemplary damages arising out of or in connection with access to the information 
contained in this report, whether or not the damages were foreseeable and whether or not the Company 
was advised of the possibility of such damages. 
 
© 2025 Rystad Energy. All Rights Reserved.  
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Glossary  

 
Acronyms and abbreviations 
 
The following table expands on the acronyms and abbreviations used in this report. 
 

Acronym Definition 

Abex Abandonment expenditure 

ACCC Australian Competition and Consumer Commission 

AEMO Australian Energy Market Operator 

A$ Australian dollar 

Capex Capital expenditure 

CSG Coal seam gas 

DCF Discounted cash flow 

ECGM East Coast Gas Market 

Expex Exploration capex 

EJ Exajoules  

EUR Estimated ultimate recovery 

FID Final investment decision 

IRR Internal rate of return 

NPV Net present value 

Opex Operational expenditure  

PJ Petajoules 

WACC Weighted average cost of capital  
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Definition of key terms 
 
The following table defines some of the key terms that appear in this report. 
 

Term Definition 

2P Reserves 

The proven as well as probable reserve size, defined as resources with a 

50% likelihood of being produced over the lifetime of the field. The 2P 

reserve value for a specific year indicates the remaining reserves as of 1 

January for that year. 

2C Resources 

Those quantities of petroleum which are estimated, on a given date, to 

be potentially recoverable from known accumulations, but are not 

currently considered to be commercially recoverable due to one or more 

contingencies. The 2C resource value for a specific year indicates the 

remaining resources as of 1 January for that year. 

Abandonment cost (abex) 

Costs of shutting down and dismantling surface and subsea facilities 

(e.g., surface equipment, platforms, subsea structures, pipelines). 

Includes topside and jacket removal, pipeline cleaning and 

decommissioning, onshore disposal, surveys and monitoring, and project 

management costs. 

Asset 

Asset denotes the name of an asset, which is the lowest granularity in 

the Rystad Energy UCube database. Asset is the generic term for fields 

(or phases in fields), exploration licenses, open acreage, and other assets 

representing production or costs. 

Breakeven price 

Breakeven gas prices indicate at which exact realised gas prices the 

assets are commercial, i.e. gas price required for a positive NPV, using a 

10% discount rate. 

Capital expenditure (capex) 

Investments related to infrastructure development, drilling and 

completion of wells, and modification and maintenance on installed 

infrastructures. 

Conventional 

Refers to conventional reservoirs (i.e., good permeability), conventional 

hydrocarbons (i.e., not extra heavy crude) or conventional recovery 

methods (i.e., not hydraulic fracturing). 

Discounted cash flow (DCF) 
A valuation method that estimates the value of an investment using its 

expected future cash flows.  

Discount rate 

The rate used to convert future cash flows into present value, allowing 

investors to assess their investments’ potential risk and return. Closely 

tied to and derived from WACC. 

Discovery 

Gas projects where discoveries have been made but are not yet in a 

phase of further development (i.e., in the appraisal, field evaluation 

phase) 

Exploration capex (expex) 

Costs incurred to discover and prove hydrocarbons including seismic 

costs, wildcat and appraisal wells costs, as well as general engineering 

costs. 

Facility capex 

Costs related to the design, construction, and setup of facilities essential 

for processing and extracting the field's hydrocarbons, including costs 

for ongoing maintenance and required enhancements. 

Final investment decision (FID) 

A formal decision made by a project's developers to commit capital and 

proceed with construction, typically after completing feasibility studies 

and securing regulatory approvals and funding. 

mailto:support@rystadenergy.com
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Point Forward breakeven price 

Indicates at which exact realised gas prices the asset's production is 

commercial, seen from today’s date, i.e. gas price required for a positive 

NPV as of today. 

Free cash flow 

The incurred cash flow available to investors and creditors, thus largely 

used in DCF valuation analysis. Calculated by subtracting capex, opex 

and government take from revenue.  

Government take 

All cash flows destined to the authorities and landowners, including 

royalties, government profit oil, export duties, bonuses, income taxes 

and all other taxes and fees. 

Inflation rate 

The rate at which prices for goods and services rise per year. The rise in 

prices, which is often expressed as a percentage, means that a unit of 

currency effectively buys less than it did in prior periods. 

Full Cycle breakeven price 

Indicates at which exact realised gas prices the asset's production is 

commercial, seen from the award date, i.e. gas price required for a 

positive NPV at the award date. 

Net present value (NPV) 
The sum of the present value of future free cash flows using a given 

discount rate. 

Operational expenditure (opex) 
Expenses associated with an asset’s day-to-day operations and 

maintenance.  

Production opex 
Expenses directly related to production activities, including materials, 

tools, maintenance, lease costs, and operation-related salaries. 

Producing 
All oil and gas fields or facilities that are currently producing gas, i.e., 

actively extracting and processing gas for delivery to markets. 

Remaining recoverable resources 

Remaining economically recoverable volumes of hydrocarbons. In this 

report, this refers to the remaining resources as of 1 January 2025, 

corresponding to both 2P and 2C resources.  

Selling, general and administrative 

opex 

Expenses not directly associated with field operations, including 

administrative staff costs, office leases, related benefits (stocks and 

stock option plans), and professional expenses (legal, consulting, 

insurance). 

Transportation opex 

Cost of bringing hydrocarbons from the production/processing site to 

the pricing point (only upstream transportation) and includes transport 

fees (e.g., pipeline tariffs) and blending costs. 

Unconventional 

Includes fields that are developed to extract unconventional 

resources. Unconventional gas includes Shale gas, Tight gas and Coal 

seam gas. 

Under development 
Gas projects that have been approved by companies and government 

(i.e. with a positive FID), but have yet to begin production. 

Weighted average cost of capital 

(WACC) 

Blended cost of debt and equity representing the overall cost of 

financing. Closely tied to and used to derive discount rate. 

Well capex 
Costs related to well construction, including drilling costs, rig lease, well 

completion, well stimulation, steel costs and materials. 
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Executive Summary 

 
Rystad Energy has been engaged by the Australian Competition and Consumer Commission (ACCC) to 
provide estimates of the long-run cost of gas production in the East Coast Gas Market (ECGM), as part of 
the ACCC’s Gas Inquiry. A discounted cash flow (DCF) approach, which draws inputs from Rystad Energy’s 
proprietary UCube database, is used to evaluate the breakeven gas price of developments.  
 
Key model inputs include the total remaining gas resources in the ECGM, including best estimate proven 
and probable (2P) reserves and contingent (2C) resources; production from wells in existing and planned 
developments; and estimated costs including capital, operational and abandonment expenditures over the 
assets’ lifecycle. These are largely estimated based on government and company reporting. Analysis of 
these inputs shows that approximately 48,000 petajoules (PJ) of gas could be recovered from the ECGM 
when the 2P and 2C resource potential is considered. Yet, total production is expected to decline by ~60% 
in 2050 relative to current levels.  
 
Identifying 21 supply regions with materially recoverable projects in the ECGM, the model calculates the 
net present value (NPV) for all assets in the ECGM. This is done by discounting expected future cash flows 
using an assumed discount rate of 10%. The corresponding breakeven gas price, reflecting the required 
rate of return, is iteratively determined for all assets and aggregated on a resource-weighted-average basis 
for the supply regions. To analyse the results, both Full Cycle and Point Forward breakeven gas price are 
calculated.  
 
A Point Forward perspective is typically more relevant for mature basins like Gippsland and Bowen-Surat, 
where historical costs have been recovered, and gas price floors may be determined by marginal operating 
costs. In contrast, a Full Cycle perspective is more relevant to newer developments in less mature basins 
like Bonaparte and Otway, where projects are still recovering costs or working towards breakeven, with 
sunk costs factored into gas sales agreements. The appropriate measure to use in this analysis is likely to 
be dependent on the lifecycle stage of assets in the supply group. 
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The Full Cycle analysis for the ECGM’s 2P and 2C resources, which includes historical investments, 
estimates costs of up to A$11–12 per gigajoule (GJ) for 80% of resources covered in this analysis (Figure 1). 
In contrast, the Point Forward analysis shows that 80% of 2P and 2C resources have average production 
costs below A$9 per GJ1,2 (Figure 2), setting a price floor for sub-commercial assets.  
 

Figure 1: Cost of production: 2P reserves and 2C resources, Full Cycle 
Cumulative remaining resources (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 

Source: Rystad Energy research and analysis 
 
Figure 2: Cost of production: 2P reserves and 2C resources, Point Forward 
Cumulative remaining resources (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 
Source: Rystad Energy research and analysis 

 
  

 
1 These estimates include abandonment costs and incorporate the tax effects of all sunk costs – including drilling and exploration 
expenses for both developed and undeveloped resources – into the cashflow analysis. Hence, breakeven results are higher than 
those published by AEMO’s GSOO (2025). GBJV’s full lifecycle breakevens are relatively high due to abandonment costs, small 
uncommercial discoveries, and cost contributions from oil infrastructure. 
2 AEMO’s GSOO reports 2P and 2C breakeven prices separately. Given that this analysis looks to assess total resource potential 
in the ECGM using cumulative cost-of-supply charts, 2P and 2C resources have been considered on an aggregated basis. 

mailto:support@rystadenergy.com
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For 2P reserves only, Full Cycle costs are up to A$10–11 per GJ for 80% of reserves (Figure 3), while Point 
Forward costs average below A$6 per GJ3 (Figure 4). Coal seam gas (CSG) generally offers lower production 
costs than offshore projects and is expected to replace depleting conventional fields. 
 

Figure 3: Cost of production: 2P reserves, Full Cycle  
Cumulative remaining reserves (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

  
Source: Rystad Energy research and analysis 

 
 

Figure 4: Cost of production: 2P reserves, Point Forward 
Cumulative remaining reserves (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 
 
Source: Rystad Energy research and analysis 

 
  

 
3 These estimates include abandonment costs, and incorporate the tax effects of all sunk costs – including drilling and 
exploration expenses for both developed and undeveloped resources – into the cashflow analysis. Hence, breakeven results are 
higher than those published by AEMO’s GSOO. 
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Marginal sources of supply for Queensland and the southern states are identified using the Point Forward 
2P Reserves’ cost-of-supply analysis and demand forecasts from the Australian Energy Market Operator’s 
(AEMO) 2025 Gas Statement of Opportunities (GSOO) in the near term (2026). For the medium (2030) and 
long term (2035), 2C resources are also assessed. In the near term, marginal supply costs are expected to 
fall between approximately A$6.8-7.3 per GJ. The cost of marginal supply is expected to increase to A$7.8-
8.8 per GJ in the medium term, and trend at approximately A$13-14 per GJ in the long term to meet 
demand. 
 
External factors, such as stricter environmental standards and the energy transition, may be driving higher 
production costs, reduced funding potential, and shorter asset lifespans, ultimately impacting asset 
valuation and breakeven prices in the ECGM.  
 
Sensitivity analysis shows that assuming a higher weighted average cost of capital (WACC) of 12% raises 
breakeven prices by 1–4% (approximately up to A$0.4 per GJ) under a Point Forward view and 13% 
(approximately A$1.3 – 1.4 per GJ) under a Full Cycle view. Financing disparities, with international entities 
potentially favouring export-oriented projects over domestic ones, further increase the cost of capital and 
breakeven prices. Operators’ decarbonisation efforts, including emissions reduction through Australian 
Carbon Credit Unit (ACCU) purchases, could raise breakeven prices by up to 8% (approximately A$0.8 per 
GJ), assuming a long-term ACCUs price of A$83 per tonne of CO2 equivalent (tCO2e) in real terms – 
consistent with the 2025-2026 ACCUs price cap set by the government. Regulatory changes, market 
conditions, or shortened production timelines may raise breakeven prices by up to 14%, reflecting realistic 
energy transition pressures.  
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1. Introduction 

 
Australia’s ECGM, an interconnected network of production, pipeline and export facilities, plays a crucial 
role in both domestic energy security and international trade. According to AEMO, a structural deficit is 
expected in the market from 20294, with a systemic decline in gas volumes from fields that are currently 
producing. In Queensland and the Northern Territory, gas demand for power generation is expected to 
surge, primarily driven by planned coal plant retirements. However, these states also enjoy an overall gas 
surplus in the near-to-mid-term, with Queensland playing a pivotal role in ensuring the stability of the gas 
supply for Eastern Australia.  
 
On the other hand, the southern states of New South Wales, Victoria, South Australia, and Tasmania are 
set for a steep decline in their gas supplies as legacy fields decline and progress on new projects is limited. 
These states are expected to meet demand in 4Q 2025, regardless of liquefied natural gas (LNG) export 
decisions, but face supply risks in 2026 if all uncontracted gas is exported 5. It is estimated that if 
discoveries are not developed, a significant portion of southern demand may need to be supplied from 
other states, resulting in significant volumes of north-to-south flows and higher storage utilisation, subject 
to sufficient supply availability in the north. Consequently, there may be a need to develop and source new 
supply to alleviate anticipated shortfalls. 
 
In the backdrop of this complex outlook, the Gas Market Code was implemented in 2023 to ensure that the 
domestic wholesale gas market supplies adequate gas at a reasonable price and on reasonable terms for 
both suppliers and buyers. The reasonable price is currently set at A$12 per GJ, and the Australian 
Competition and Consumer Commission (ACCC) is tasked with monitoring and enforcing compliance with 
the code.  
 
Rystad Energy has been engaged by the ACCC to provide estimates of the long-run cost of gas production 
in the East Coast Gas Market, as part of the ACCC’s Gas Inquiry. This is estimated by utilising Rystad 
Energy’s proprietary UCube database, which details production and economic profiles for oil and gas assets 
globally. A DCF model is used thereafter to evaluate the breakeven gas price of projects. The results of this 
analysis are presented as production cost curves for specific gas supply regions in the ECGM, offering 
insights into both Full Cycle and Point Forward costs. 
 
A five-stage process is employed to deliver this study, illustrated in Figure 5. 
 

Figure 5: Overview of project methodology 

 

Source: Rystad Energy research and analysis 

 
4 Retrieved from 2025 Gas Statement of Opportunities 
5 Retrieved from ACCC Gas Inquiry 2017-30 June 2025 Interim Report 

mailto:support@rystadenergy.com
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❖ Analysis of model inputs and generation of the DCF model: This step involves accessing UCube and the 

associated DCF model to derive the key model inputs. These include the total estimated remaining gas 

resources in the ECGM, including 2P reserves and 2C resources; production from wells in existing and 

planned developments; and estimated costs, including capital, operational and abandonment 

expenditures over the assets’ lifetime. These are largely estimated based on government and company 

reporting. 

 

❖ Selection of assets and grouping into aggregated projects: This step focuses on asset selection based 

on the user-selected case in the economic model. Breakeven gas prices could be analysed from the 

perspective of the development of both 2P and 2C resources. In addition, this selection also considers 

the scenario in which only certain pre-final investment decision (FID) assets materialise. This is relevant 

because many planned Australian upstream gas projects face commercialisation challenges, including 

environmental pushback, regulatory hurdles, financing difficulties – particularly from Australian banks – 

and increased technical complexity as production shifts toward CSG extraction. This step also focuses 

on aggregating projects into groups to perform the cost of production analysis. 

 
❖ Calculation of NPV for all assets (including uncommercial): In this step, the economic model calculates 

the operator’s free cash flow for an asset by deducting recoverable expenditures and government take 

from the gross revenue. Thereafter, the NPV calculation is performed by discounting cash flows at a 

prevailing discount rate based on the WACC. 

 

❖ Calculation of Full Cycle and Point Forward breakeven prices and price ranges for all assets: This step 

focuses on derivation of the breakeven price, focusing on analyses from two perspectives. The model 

generates the Full Cycle breakeven gas price, which represents the realised gas prices at which the 

asset's production results in a NPV of zero, seen from the award date. This is supplemented by the 

calculation of the Point Forward breakeven gas price, which assesses the asset’s future gas price 

required to achieve an NPV of zero as of today. As such, any past costs, such as those associated with 

workover wells, will only be included in the Full Cycle calculations and omitted from the Point Forward 

calculations. 

 

❖ Assessment of variation in breakeven price through sensitivity/scenario analysis: A sensitivity analysis 

has been introduced into the model to assess variation in breakeven prices due to external factors. 

These include potential declining availability of capital for carbon-intensive projects, dependence on 

international financing, impact of emission reduction policies on capital expenditure (capex) and 

operational expenditure (opex), change in project lifecycle costs, and variation in specific model 

parameters such as price, production and costs. In this step, the impact of each of these factors is 

observed by varying model inputs.  
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2. Analysis of Model Inputs 

This step utilises UCube data to determine key model inputs, including expected remaining ECGM gas 
resources as of 2025 across basins, well production from currently producing fields, and expected output 
from under-development and pre-FID projects, as well as expected lifecycle costs such as capital, 
operational and abandonment expenses, primarily informed by public reports. 

2.1 Resource Estimation 

Recoverable resources are estimated for projects by employing different approaches. Estimates are largely 
reliant on official company reports to determine remaining recoverable resources, as well as exploration 
and production test reporting for future fields. Historical production and insights regarding anticipated 
activity both assist in deriving resource-to-production ratios, which is a key tool for resource estimation. 
Using a combination of these methodologies, it is estimated that around 48,000 PJ6 of gas could be 
recovered from the ECGM, including both 2P and 2C resources across basins, as depicted in Figure 6. 
 
Figure 6 : Remaining resources as of 2025 
PJ 

 
 
Source: Rystad Energy UCube; Rystad Energy research and analysis 

 
  

 
6 Based on remaining resources. This analysis does not include undiscovered resource potential (e.g. unawarded licenses and 
open acreages) and reserves/resources that are unlikely to contribute to the ECGM. This refers mainly to assets that are 
intended for export as LNG or volumes that are to serve domestic demand for local markets outside the ECGM. 
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2.2 Production Estimation 

Production profiles are assessed by tracing well productivity over time. Well-level information for 
producing wells is incorporated into estimates. For new wells, monthly production profiles and total 
estimated ultimate recovery (EUR) are estimated based on a combination of factors, including historical 
asset productivity, development strategies and analogous examples. 
 

Figure 7: ECGM gas production outlook split by lifecycle category 

PJ 

 
Source: Rystad Energy UCube; Rystad Energy research and analysis 

 
 
The ECGM’s production forecast towards 2050 shows a declining trend and growing deficits, despite new 
projects becoming operational. Figure 7 accounts for the full potential of 2P reserves, as well as 2C 
resources, commencing production. Total production is expected to decline by around 60% in 2050 relative 
to current levels. This can largely be attributed to the rapid decline in well production rates, as indicated by 
the latest communications from operators regarding planned retirements of production facilities. 
Realistically, production volumes are expected to be even lower, considering the limited potential for 
commercialisation of pre-FID volumes. This could arise from a range of challenges, including regulatory 
measures, environmental considerations and funding access, among others. The ECGM is expected to 
observe annual supply deficits as early as 2029, a year marked by increased demand from gas-fired power 
generation prompted by coal plant retirements. While demand is expected to gradually decrease after this 
towards 2050, supply is expected to decline more rapidly, resulting in growing deficits. 
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2.3 Cost Estimation 

The cost of production analysis accounts for exploration costs, capital investments, operational costs, and 
abandonment costs incurred over an asset’s lifecycle.  
 

Figure 8: Overview of cost components 

 

Source: Rystad Energy research and analysis 

 
Capex includes investments related to infrastructure development, drilling and completion of wells, and 
modification and maintenance of installed infrastructure. Factors that are considered in exploration cost 
estimation include past cost benchmarks, water depth, reservoir depth, drilling duration, and geographical 
location. Facility capex, as reported by operators, field partners or officials, varies based on the facility’s 
type and location, as well as the resource type. Well capex, estimated on an asset level, is determined by 
water depth, the asset’s drilling infrastructure and reservoir characteristics. 
 
Opex, split into three key components, includes expenses associated with an asset’s day-to-day operations 
and maintenance. Plateau production and field location are key factors for determining production and 
transportation opex, respectively. Selling, general and administrative (SG&A) opex is estimated by taking 
total opex into consideration and calibrating against company reports. Abandonment costs are generally 
assumed to be incurred and expensed over five years after production has ceased. 
 
Figure 9 shows a forecast of estimated spending towards 2050 for each cost category, highlighted 
separately for assets with 2P and 2C resources. In line with the declining production forecast in Figure 7 
signifying lower activity, there is an overall decline in costs incurred in the ECGM. An increase in costs is 
observed towards the early 2030s, mainly driven by a rise in capex associated with fields with contingent 
resources. However, several projects are expected to face commercialisation challenges and are not 
expected to be developed to their full potential. For a majority of the forecast period, operational 
expenditure associated with developed fields remains consistent. Abandonment costs remain low, 
although slight growth is expected towards the end of the forecast period, highlighting the 
decommissioning phase for ongoing projects. 
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Figure 9: ECGM gas production costs split by category and resources 
AUD million 

  

Source: Rystad Energy UCube; Rystad Energy research and analysis 

 
 
A closer examination of capex across the different basins reveals distinct investment patterns driven by 
basin maturity and development status. The Cooper-Eromanga and Bowen-Surat basins, both classified as 
giant mature basins, maintain a significant, though declining, level of capital investment throughout the 
forecast period. This suggests that ongoing development and sustained capital are required to support 
production in the near-to-medium term if resources develop to their full potential. The mature Gippsland 
Basin is also likely to observe declining capex in the future, despite notable capex investment in the short 
term. This indicates insufficient investment to replace the ongoing depletion of economically viable 
resources in the region. The Georgina Basin, still relatively nascent, is expected to receive continuous 
capital investment throughout the forecast period. This sustained capex allocation suggests ongoing 
exploration, appraisal and development efforts, positioning Georgina as a potential emerging source of gas 
production.  
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3. Project Aggregation 

This analysis identifies 26 aggregated projects or supply groups to assess the cost of production in the 
ECGM, of which 21 have materially recoverable resources. With the exception of the Bowen-Surat Basin, 
all basin-level production has been aggregated into a single supply group. Given the significant resource 
potential of the Bowen-Surat Basin, it has been further divided into 12 supply groups, based largely on field 
size, location and other commonly used reporting standards. Of the around 31,300 PJ of resources in this 
basin, including both proven and contingent resources, only 500 PJ can be classified as conventional gas 
and are thus analysed as one supply group. Table 1 summarises the aggregated projects utilised. 
 

Table 1: Overview of asset grouping7 

Basin Supply Group Key Fields 
2P Reserves 

(PJ) 

2C Resources 

(PJ) 
Details 

Amadeus Amadeus 
Mereenie, Dingo, Palm 

Valley 
200 200 

Operational; primarily 

servicing local Northern 

Territory markets 

Bonaparte Bonaparte Blacktip 100 4,100 

Operational; primarily 

servicing local Northern 

Territory markets 

Bass Bass Yolla 20 300 
Operational; connected to 

ECGM 

Cooper Cooper Basin 
Moomba and associated 

fields, Big Lake, Trefoil 
1,400 3,700 

Operational; connected to 

ECGM 

Georgina Georgina 
Tanumbirini, Amungee, 

Carpentaria, Shenandoah 
100 1,200 

Under development; Yet to be 

connected to ECGM 

Gippsland GBJV 

Kipper, Marlin-Turrum, 

Barracouta West, Sole, 

Patricia, Baleen, Manta 

1,700 2,400 
Operational; connected to 

ECGM 

Otway Otway 
Thylacine, Artisan, 

Enterprise, Geographe 
500 300 

Operational; connected to 

ECGM 

Bowen-

Surat 
Eastern Surat 

Cecil Plains, Jen, Ruby Jo, 

Isabella, Dalby, Jordan, 

Celeste, Alderly, 

Castledean, Yeronga 

3,300 3,400 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 
Middle Surat 

Woleebee Creek, Reedy 

Creek, Fairview, 

Springwater 

4,700 1,800 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 
Ironbark 

Ironbark, Hopeland, 

Wyalla 
100 2,000 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 

Middle-North 

Comet Ridge 

Fairview, Springwater, 

Arcadia 
1,700 1,400 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

 
7 Breakeven prices for the Beetaloo development in the Georgina Basin are represented by pilot projects at current well costs, 
not considering potential well cost reductions and large-scale developments. 
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Bowen-

Surat 
Undulla Nose 

Condabri, Talinga, Orana, 

Orana North, Avon Downs 

& McNulty 

4,300 600 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 
Roma Shelf Roma, Roma North 1,400 1,400 

Operational; connected to 

ECGM 

Bowen-

Surat 
Burunga Scotia, Peat 500 100 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 
Denison/Mahalo 

Mahalo, Mahalo North, 

Rougemont 
300 100 

Under development; Yet to be 

connected to ECGM 

Bowen-

Surat 

Middle North 

Bowen 

Moranbah Gas Project, 

Tilbrook, Sapphire Block, 

Lancewood Block 

500 600 
Operational; limited 

connection to ECGM 

Bowen-

Surat 

Southern Comet 

Ridge 
Spring Gully 1,100 300 

Operational; connected to 

ECGM, primarily servicing LNG 

plants 

Bowen-

Surat 

Bowen/Surat 

Others 

Dawson River, Moura, 

Nipan, Tardrum, Range, 

Narrabri 

500 700 
Under development; Yet to be 

connected to ECGM 

Bowen-

Surat 
Conventional 

Myall Creek, Punchbowl 

Gully 
200 300 

Operational; limited 

connection to ECGM 

Galilee-

Drummond 

Galilee-

Drummond 
Carmichael, Albany - 200 

Under development; Yet to be 

connected to ECGM 

Sydney Sydney Hunter Bulga 200 - 
Under development; Yet to be 

connected to ECGM 
 

 
Source: Rystad Energy UCube; Rystad Energy research and analysis 
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Figure 10 below demarcates the location of the aggregated projects in the Bowen-Surat Basin. 
 

Figure 10: Aggregated projects in the Bowen-Surat Basin 

 
 
Source: Rystad Energy UCube; Rystad Energy research and analysis 
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4. Breakeven Price Assessment Methodology 

 
Figure 11: Overview of assessment methodology 

 
Source: Rystad Energy research and analysis 

 
NPV is a key financial metric used to evaluate the profitability of investments by discounting future cash 
flows and has been used to assess the breakeven price for assets in this analysis. Free cash flow for an 
asset is generated by subtracting recoverable costs and government take from revenue. Historical costs are 
considered in assessing the Full Cycle breakeven price, whereas the Point Forward breakeven gas price 
excludes them. Government take comprises of a set of standardised tax elements, including royalties, 
export taxes and production taxes. A discount rate of 10% is assumed in this analysis, as described in Table 
2 alongside other key model assumptions. 
 
Oil and gas developments commonly assume a 10% discount rate as an industry-standard benchmark for 
DCF analysis, particularly in reserve valuation metrics like NPV10 (net present value at 10% discount rate). 
This convention stems from standardised reporting frameworks used in reserve audits and project 
appraisals. While it is widely adopted for consistency, the 10% rate often serves as a conservative estimate 
that may not always reflect market conditions. However, since internal hurdle rates are not disclosed by all 
operators, a 10% discount rate has been utilised to ensure consistency across the analysis. In section 6, 
valuation is assessed under varying discount rate assumptions, reflecting a range of additional costs and 
risks that may arise from energy transition pressures.  
 
The discount rate reflects both debt and equity costs for financing projects, even if a financial model is 
primarily based on equity financing. While debt-to-equity ratios for oil and gas firms average at 
approximately 0.5, the WACC integrates both debt and equity costs. Since companies typically use a 
combination of debt and equity to finance their operations, this balance impacts the overall cost of capital. 
Even if a project assumes equity financing, the discount rate reflects typical industry practices, where some 
level of debt is common. This ensures that the discount rate accounts for the risks associated with how 
companies in the industry typically finance their projects. 
 
A consumer price index (CPI) adjustment of 2.5% has been assumed for real costs and prices, in line with 
Rystad Energy’s long-term estimates. 
 
Exploration capex is a key cost influencing asset valuation and breakeven price, with geological risk 
assessed through the probability of geological success (Pg). For projects without proven resources, a Pg less 
than one is used to estimate exploration costs. This is consistent across all assets and is one of the 
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contributing factors to an asset’s overall commerciality. Breakeven prices, as assessed in Section 5 of this 
report, include the impact of Pg on exploration capex estimates – particularly for discovery resources. 
Projects that may have been considered unsuccessful due to poor economics – i.e., uncommercial projects 
– are included in the breakeven price analysis in Section 5.  
 
Table 2: Summary of key assumptions 

Key assumptions Details 

Discount rate 10% 

Discount start year 2025 (Point Forward)/Award year (Full Cycle) 

Price inflation rate 2.5% per annum 

Cost inflation rate 2.5% per annum 

Project valuation methodology Unlevered DCF model 
 

 
Source: Rystad Energy research and analysis 

 

Using these assumptions, the economic model calculates the NPV for each asset while also iteratively 
determining the corresponding breakeven gas price. To determine the breakeven price for each supply 
group mentioned in Table 1, the model calculates the resource-weighted average of the breakeven prices 
of all assets within the group. The lower and upper ends of each breakeven price range are established by 
analysing the breakeven prices of assets falling within the 10th and 90th percentiles, respectively. 
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5. Results 

 
Analysis of gas production costs across different supply groups is critical for understanding pricing 
dynamics and supply sustainability in the ECGM. The four charts below detail the cost of production in the 
ECGM, helping to guide decisions on resource prioritisation.  
 
This analysis compares breakeven prices for supply scenarios – one based solely on 2P reserves, and 
another incorporating both 2P reserves and 2C resources. This approach accounts for the varying likelihood 
of materialisation among pre-FID projects, which could impact breakeven price estimates. Establishing a 
breakeven price range for contingent resources could further enable the assessment of project viability. 
 
The charts in this section present the resource-weighted average of breakeven gas prices calculated within 
the supply group, along with the high and low ranges. These ranges are based on breakeven prices, with 
the high range at the 90th percentile and the low range at the 10th percentile of total resources within 
each supply group. These ranges capture the variation of breakeven prices within the supply group, 
providing a more realistic and nuanced representation of prices required for projects to achieve 
commerciality. 
 
Upstream gas production costs have been evaluated from Full Cycle and Point Forward perspectives. The 
Full Cycle analysis considers all historical costs associated with a project. This metric, which provides an 
equal basis of comparison for all developments, is typically used to evaluate a project over its entire 
lifespan. The Point Forward breakeven price does not consider sunk costs and could help determine 
marginal operating costs. Historical costs, which may have already been recovered, are not taken into 
consideration in this metric. 
 
A Point Forward perspective is often more relevant for assessing projects where historical costs have 
largely been recovered, and the development has reached breakeven. This is typically seen in legacy 
projects nearing the end of their operational life, where the gas price floor is determined by marginal 
operating costs, excluding sunk costs. Mature basins, such as the Gippsland and Bowen-Surat basins, 
exemplify this scenario. In the Gippsland Basin, most costs have likely been recovered, with ongoing 
production supported by established infrastructure. Similarly, the Bowen-Surat Basin is considered mature, 
with substantial CSG production and well-developed infrastructure, resulting in lower operating costs for 
many assets. 
 
In contrast, a Full Cycle perspective is more relevant for evaluating newer developments, where projects 
are working toward breakeven within a target timeframe, and sunk costs are factored into gas sales 
agreements. This is characteristic of less mature basins, such as the Bonaparte and Otway basins. In the 
Bonaparte Basin, development has been limited by market constraints, with many projects in the early 
stages of cost recovery. Likewise, in the Otway Basin, some assets remain in earlier phases of production 
with significant costs yet to be recovered. 
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5.1 2P+2C Resources 

 
This section analyses the breakeven prices from a full resource potential – including 2P reserves and 2C 
resources, and the additional costs incurred when bringing these contingent resources to production. 
Analysis of breakeven prices from a Full Cycle perspective for 2P and 2C resources incorporates upfront 
appraisal costs and all historical investments, resulting in a relatively steep cost curve, as indicated in 
Figure 12. Developing 2C resources results in costs of up to A$11-12 per GJ for 80% of resources in this 
analysis, driven primarily by upstream infrastructure expansions and more complex drilling requirements. 
Including historical infrastructure costs raises breakeven price estimates, particularly for contingent 
resources in mature basins like Cooper and Gippsland, with average prices of approximately A$9 per GJ 
and A$14 per GJ, respectively. Due to these high development costs, some contingent resources remain 
undeveloped despite rising gas demand in the ECGM. 
 

Figure 12: Cost of production: 2P reserves and 2C resources, Full Cycle 
Cumulative remaining resources (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 
 

Source: Rystad Energy research and analysis 
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The Point Forward lens estimates that 80% of 2P reserves and 2C resources in this analysis could come at 
costs of up to A$9 per GJ, highlighting the price floor needed to justify the development of sub-commercial 
assets. Since sunk costs are excluded from this analysis, prices are lower compared to the Full Cycle 
analysis. While costs for developments in the Bowen-Surat Basin tend to fall within a narrower range, 
higher-cost contingent resources in mature basins drive up the overall price and extend the upper end of 
the price range, as highlighted in Figure 13. 
 
 
Figure 13: Cost of production: 2P reserves and 2C resources, Point Forward8 
Cumulative remaining resources (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 
  

Source: Rystad Energy research and analysis 
 

  

 
8 Prior publications of GSOO’s 2C breakeven price estimates have been based off analyses of 2C Resource Point Forward prices. 
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5.2 2P Reserves 

 
This section examines breakeven prices for different supply groups, focusing solely on proven resources 
and their associated costs. Breakeven prices differ from those in previous cases, as revenues and costs 
associated with contingent resources are excluded from the cash flow analysis. 
 
A Full Cycle view of 2P reserves incorporates historical exploration and development costs, providing 
insight into whether past investments remain economically viable in the context of evolving energy 
policies. Accounting for these historical costs raises production costs across most groups, with some 
becoming substantially more expensive. Approximately 80% of 2P reserves in this analysis are observed to 
cost up to A$10-11 per GJ, as shown in Figure 14, with CSG projects in Queensland operating at an average 
cost of A$8.5 per GJ.  
 

Figure 14: Cost of production: 2P reserves, Full Cycle  
Cumulative remaining reserves (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

  

Source: Rystad Energy research and analysis 

 
  

mailto:support@rystadenergy.com
mailto:support@rystadenergy.com


East Coast Gas Market: Long-run Costs of Gas Production       

 25 
 

For 2P reserves, a Point Forward perspective focuses on current marginal costs of extracting known 
commercial volumes, of which more than 80% are expected to cost below A$6 per GJ. CSG is expected to 
replace depleted conventional fields, which is likely to impact near-term contract pricing. The price floor 
for projects will depend on where the asset is in its lifecycle9.  
 

Figure 15: Cost of production: 2P reserves, Point Forward10 
Cumulative remaining reserves (PJ, X axis), Breakeven gas price (A$ per GJ, Y axis) 

 
 
Source: Rystad Energy research and analysis 

 
CSG is currently considered cheaper to develop than offshore gas projects in Australia’s ECGM with the 
exception of the Ironbark grouping due to the higher capex associated with the development of the field 
group. Production costs for CSG, primarily sources from Queensland and New South Wales, are estimated 
at below $6 per GJ on average for Point Forward developments. This generally makes it a more economical 
option compared to offshore developments, which are often at a high cost due to complex offshore 
infrastructure and challenges associated with extraction. Advancements in drilling technologies have 
further enhanced the commercial viability of CSG. However, some CSG projects may be more expensive 
than conventional developments due to higher costs and lower well productivity. 
 
  

 
9 Operators would typically consider both sunk costs and marginal operating costs when structuring new gas sales agreements 
(GSAs) with potential buyers, since they would be looking to breakeven within a target year. This is usually the case for projects 
where GSAs are inked before project development starts, and sunk costs are factored in the price floor for the gas price. 
However, at the point of contract renewal, if sunk costs have been recovered and the project has broken even, operators may 
consider reducing the price floor to the marginal operating costs, depending on market dynamics at that point in time. 
10 Prior publications of GSOO’s breakeven price estimates have been based off analyses of 2P Reserves Point Forward prices 
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The variation in breakeven price for a supply group across the four analyses may be attributed to several 
factors: the inclusion and magnitude of sunk costs, the incorporation of additional production and costs 
from contingent resources, and the relative timing of asset-specific cash flows, which are affected by 
discounting to varying degrees. The position of supply groups across the analyses may be impacted by a 
combination of the aforementioned factors11. Detailed, asset-level analysis would be necessary to isolate 
the impact of specific drivers on the breakeven price. 

5.3 Marginal sources of supply over the short, medium and long term 

To identify the marginal source of supply for Queensland and the southern states, annual gas consumption 
projections from AEMO12 were compared with cost of production estimates, analysed on an annual 
production basis. Three timeframes were assessed: 2026 for the short term, 2030 for the medium term, 
and 2035 for the long term. Marginal sources of supply are identified using the Point Forward 2P reserves’ 
cost of supply analysis in the near term, while 2C resources are assessed for the medium and long term. 
 
In the near term, the marginal supply for Queensland is expected to originate from the Muggleton field in 
the Bowen-Surat Basin at approximately A$6.8 per GJ, and from Moomba and associated fields in the 
Cooper Basin at A$7.3 per GJ for the southern states. These outcomes are expected in both the Step 
Change and Progressive Change demand scenarios (GSOO 2025). 
 
Beyond the near term, varying outcomes were observed under the Step Change and Progressive Change 
demand scenarios. The cost of marginal supply across the ECGM is expected to increase to A$7.8-8.8 per 
GJ in the medium term, and trend at approximately A$13-14 per GJ in the long term to meet demand13.  

 
11 Supply group specifics are complex as these are based on the aggregated impact of changes across asset breakevens. There 
may be several factors that cause breakeven prices to vary for an asset across analyses. In an example, the timing of 
abandonment costs may have a significant impact. In the case where an asset is close to the end of its lifecycle and 
abandonment costs are imminent, these costs are likely to have a significant impact on the Point Forward breakeven price. 
However, while evaluating this asset from a Full Cycle perspective, abandonment costs are further out in time and are likely to 
have a lower impact on the breakeven price, resulting in a lower breakeven price from a Full Cycle perspective versus the Point 
Forward perspective. This explanation could be extended to the differences between the Point Forward and Full Cycle costs 
being marginal or substantial, as it relies on the relative timing of costs and revenue for each asset. 
12 Retrieved from AEMO’s 2025 GSOO publication of annual consumption figures 
13 When assessed from a Point Forward basis, the 2P+2C marginal cost of supply ranges between A$7.5-13.8 per GJ between 
2026 and 2035. Slightly higher prices may be observed when assessed from a Full Cycle perspective. The 2P marginal cost of 
supply ranges at A$7.3 per GJ when assessed from a Point Forward perspective in 2026. These values may vary marginally when 
evaluated under different demand scenarios published in the GSOO. 
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Table 3 and Table 4 below summarise the range of production costs observed in the ECGM14. 

Table 3: Cost of production summary: 2P reserves 

 
Point Forward breakeven gas price 

(A$ per GJ) 
Full Cycle breakeven gas price 

(A$ per GJ) 

 Average Low range High range Average Low range High range 

Middle North 
Bowen 

2.9 2.3 3.8 8.9 3.6 9.1 

Burunga 3.1 3.0 3.0 10.0 9.7 9.7 

Middle-North 
Comet Ridge 

3.2 3.2 3.3 9.3 9.1 9.3 

Middle Surat 4.0 3.6 4.5 7.6 7.3 7.8 

Roma Shelf 4.0 3.4 5.4 9.8 7.5 10.3 

Conventional 4.2 2.3 7.8 9.1 3.3 9.6 

Bowen/Surat 
Others 

4.2 3.2 9.6 7.2 6.2 9.1 

Southern Comet 
Ridge 

4.3 4.3 4.3 6.5 6.5 6.5 

Undulla Nose 4.4 3.6 4.7 11.6 7.0 16.2 

Eastern Surat 4.8 3.5 7.2 9.9 7.4 12.3 

Otway 5.5 2.6 7.1 7.8 4.8 12.5 

GBJV 5.9 4.8 6.1 15.2 9.2 23.3 

Denison/Mahalo 6.0 5.8 8.5 6.3 5.8 8.5 

Sydney 7.1 7.1 7.1 7.1 7.1 7.1 

Cooper Basin 7.5 3.6 10.3 9.8 1.6 15.4 

Georgina 8.3 7.4 9.7 9.4 8.3 9.6 

Amadeus 10.4 7.1 11.6 8.1 5.1 9.0 

Bass 10.6 10.6 10.6 15.3 15.3 15.3 

Bonaparte 11.3 11.3 11.3 13.4 13.4 13.4 

Ironbark 11.4 11.4 11.4 12.9 12.9 12.9 
 

 
14 Breakeven prices for the Beetaloo development in the Georgina Basin are represented by pilot projects at current well costs, 
not considering potential well cost reductions and large-scale developments. 
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Table 4: Cost of production summary: 2P reserves and 2C resources 

 
Point Forward breakeven gas price 

(A$ per GJ) 
Full Cycle breakeven gas price 

(A$ per GJ)15 

 Average Low range High range Average Low range High range 

Burunga 3.2 3.1 3.1 9.7 9.5 9.5 

Middle-North 
Comet Ridge 

3.9 3.8 3.8 8.7 8.7 8.9 

Middle Surat 4.3 3.7 4.7 7.4 7.2 7.7 

Undulla Nose 4.5 3.8 4.8 11.4 7.0 16.2 

Southern Comet 
Ridge 

4.6 4.6 4.6 6.4 6.4 6.4 

Middle North 
Bowen 

4.6 2.3 5.4 8.3 4.9 9.5 

Bowen/Surat 
Others 

5.0 3.2 7.9 6.3 3.8 7.9 

Roma Shelf 5.2 5.1 5.4 10.0 10.2 10.4 

Denison/Mahalo 6.0 5.4 8.5 6.1 5.4 8.5 

Eastern Surat 6.0 3.6 8.8 8.9 6.8 9.9 

Conventional 6.5 3.1 10.4 8.3 4.2 10.0 

Otway 6.9 2.6 10.3 8.0 4.2 12.6 

Sydney 7.1 7.1 7.1 7.1 7.1 7.1 

Ironbark 7.3 6.9 7.8 7.5 7.1 8.5 

Cooper Basin 7.7 4.5 10.8 9.5 3.6 17.2 

Georgina 8.8 7.5 9.7 9.2 8.5 10.3 

Amadeus 9.0 6.6 11.6 8.3 7.9 9.0 

GBJV 9.6 4.8 16.8 14.4 8.4 23.3 

Galilee - 
Drummond 

9.7 7.7 11.3 9.3 7.2 10.9 

Bonaparte 12.9 11.3 14.7 13.4 11.5 14.7 

Bass 14.0 11.5 15.3 15.3 13.4 17.0 
 

Source: Rystad Energy research and analysis 

 
15 Does not account for effects of unsuccessful expex on overall breakeven costs.  
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6. Sensitivity Analysis 

 

Sensitivity analysis is helpful for understanding how external factors may influence asset valuation and 
breakeven prices. This section focuses on assessing changes in an asset’s breakeven price based on global 
and country-level trends. Sections 6.1 to 6.4 focus on trends rooted in the energy transition as government 
ambitions and stakeholder pressure establish new environmental standards for the oil and gas industry. 
The impact of these pressures could affect assets’ funding potential, production costs and the period over 
which costs are recovered. These factors could influence asset valuation, eventually impacting the cost of 
production in the ECGM. These sensitivities thus convey a comprehensive picture of the potential impact 
of external factors on the cost of production. 
 
Sensitivities are assessed separately in this analysis to isolate each factor's impact on the breakeven price. 
For example, the implementation of emission reduction policies may result in both a consideration of a 
carbon price and some projects being evaluated at a higher discount rate. This analysis looks at the impact 
of these factors independently, as it provides granular insights into specific risks and allows for decisions to 
be made on the most suitable mitigation strategy for each risk. 
 

6.1 Declining Pool of Capital for Carbon-Intensive Projects 

 
The Future Gas Strategy, released by the Australian government’s Department of Industry, Science and 
Resources (DISR) in 2024, notes that oil and gas exploration expenditure has declined in recent years.16 The 
decline is reflected in reduced offshore acreage releases and bidding activity, lower rates of exploration 
spending, and longer delays in awarding exploration permits. According to Australian Bureau of Statistics, 
capital expenditure on new oil and gas production capacity, primarily driven by LNG projects, peaked at 
A$60.7 billion in 2013-2014 before declining to a 12-year low of A$7.4 billion in 2020-21.17  
 
This can be attributed to several factors, including the capital-intensive nature of gas supply projects, 
limited investment by companies, and reduced lending prompted by energy transition trends. The decline 
in oil and gas exploration investment has also coincided with higher investment in cleaner energy.18  
 
In line with global climate targets, major Australian banks are continuing efforts to lower their carbon 
footprint by limiting lending to carbon-intensive projects. Shareholders are exerting pressure on banks to 
mandate stricter disclosure of their customers’ climate transition plans. In addition, there is a push to 
further tighten policies that determine the eligibility of financing for new oil and gas projects. This trend 
signals a higher risk in the market and a resultant declining pool of capital for gas supply projects. 
 
To compensate for increased risk, borrowing costs may be higher, raising the cost of debt financing as 
banks demand higher interest rates. This is expected to increase the WACC for projects, which is reflected 
in the discount rate. A higher discount rate would correspond to a higher breakeven price for an asset, 
eventually resulting in a lower likelihood of capital allocation.  
 
Typically, LNG and gas projects are unlikely to be characterised by high discount rates, as the industry 
increasingly views gas as a critical transitional fuel in the shift towards cleaner energy. Gas project discount 
rates typically fall within the 10% to 12% range. Major Australian upstream player Woodside Energy has 
established target investment criteria for gas projects with an internal rate of return (IRR) of around 12%19. 

 
16 Retrieved from Australian Government’s Future Gas Strategy 
17 Retrieved from Australian Bureau of Statistics, ‘Private New Capital Expenditure and Expected Expenditure, Australia’ 
18 Retrieved from IEA, World Energy Investment 2024 
19 Retrieved from Woodside Energy, Capital allocation framework  
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Similarly, in its annual reports, Beetaloo Energy (formerly Empire Energy) states that the pre-tax discount 
rate applied in assessing oil and gas assets is also around 12%.20 Conversely, oil projects are expected to 
carry a higher discount rate, closer to 15%-16%21. This reflects greater financial and environmental risks as 
there is a strategic market shift towards gas, driven by investor expectations for prudent capital allocation 
in response to evolving energy market dynamics. 
 
While a default discount rate of 10% has been assumed for the analysis in section 5, discount rates of 12% 
and 15% have been assumed to reflect scenarios in which capital for gas supply projects is substantially 
limited. At a 12% discount rate, breakeven prices increase by 1-4% from a Point Forward analysis 
perspective and 13% from a Full Cycle analysis perspective, indicating a decline in the likelihood of project 
materialisation.  
 

Table 5: Impact of declining pool of capital on breakeven gas price   

Sensitivity Detail 
2P Point 

Forward 

2P  

Full Cycle 

2P+2C Point 

Forward 

2P+2C  

Full Cycle 

6.1 Declining Pool 

of Capital 

Discount rate: 12% 
1%  

(A$0.04) 

13%  

(A$1.4) 

4%  

(A$0.4) 

13%  

(A$1.3) 

Discount rate: 15% 
3%  

(A$0.1) 

36%  

(A$3.8) 

12%  

(A$1.0) 

35%  

(A$3.6) 

 

 
Source: Rystad Energy research and analysis 

 

6.2 Preferential Financing terms from International Entities for LNG projects 

 
Oil and gas development projects in Australia have received substantial financial support from 
international banks, given the country’s position as a key LNG exporter. Japanese banks, such as Mitsubishi 
UFJ Financial Group (MUFG), Sumitomo Mitsui Banking Corporation (SMBC), Mizuho, and the Japanese 
Bank for International Cooperation (JBIC), as well as multinational entities, including Macquarie and 
Trafigura, have supported Australian projects. JBIC has provided significant funding for LNG projects in 
Western Australia, including the North West Shelf, Pluto LNG and Scarborough projects. Beetaloo Energy 
received funding from Macquarie in 2024 for further development of the Carpentaria Pilot Project, as well 
as the refurbishment and construction of the Carpentaria gas plant.22 This is considered to have been 
executed at the best interest rates available in the debt market. 
 
In addition, Australian banks have gradually reduced their support for oil and gas projects. The 
Commonwealth Bank of Australia introduced a policy in August 2023 limiting financing for greenfield and 
brownfield hydrocarbon extraction projects. ANZ’s 2025 ESG report highlights its climate ambition to 
finance a sustainable transition and align its lending portfolio with net zero financed emissions by 2050. 
Recent challenges from the discontinuation of the Net Zero Banking Alliance (NZBA) have not led to any 
changes in the company’s existing policies. Existing policies in both banks allow for the provision of 

 
20 Retrieved from Empire Energy, Annual Report 2023 
21 Retrieved from Woodside Energy, Capital allocation framework  
22 Retrieved from The Sydney Morning Herald article, ‘Macquarie backs Empire Beetaloo gas vision with $65M’ 
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financing for oil and gas projects only if they are considered necessary for Australia’s energy security. With 
Australia’s banks under sustained pressure from environmental groups to limit lending to fossil fuel 
projects, financial support from international entities is expected to increase. These are largely directed 
towards midstream or integrated gas developments that export LNG via long-term contracts. 
 
This analysis factors in financing disparities: where projects with domestic energy security roles often rely 
on local funding, while export-focused ventures access international capital at preferential rates. If debt 
financing is unavailable, reliance on equity could raise the WACC, lowering valuation and pushing the 
breakeven price higher. 
 
Distinct WACC assumptions are considered for domestic (12%) and export-oriented (10%) gas projects to 
reflect the disparities in financing access. For domestic projects, a higher WACC increases breakeven prices, 
exposing them to competition from cheaper renewables or imports. This is observed in the Cooper and 
Gippsland basins, which could see an increase in breakeven prices by up to 30% when assessed from a Full 
Cycle perspective. This divergence could result in the prioritisation of export-focused projects, potentially 
straining domestic gas supply in the ECGM. 
 
Table 6 below captures the impact of a higher discount rate on the breakeven price of domestic gas 
projects only. Export-oriented projects’ breakeven prices remain unchanged and are thus excluded from 
this analysis. For example, the Full Cycle breakeven gas price for the Moranbah Gas Project in the Middle 
North Bowen region is expected to increase by $A1.4 per GJ with an increase in the discount rate from 10% 
to 12%.  
 

Table 6: Impact of preferential international financing terms on breakeven gas price23   

Sensitivity Detail 
2P Point 

Forward 

2P  

Full Cycle 

2P+2C Point 

Forward 

2P+2C  

Full Cycle 

6.2 International 

Financing 

Discount rate: 12% for 

domestic gas project 

0%  

(A$0.01) 

8%  

(A$0.6) 

4%  

(A$0.3) 

8%  

(A$0.7) 

 

 
Source: Rystad Energy research and analysis 

 

6.3 Emissions Reduction Policies and Pressure to Decarbonise 

 
Australia’s decarbonisation commitments and net-zero ambitions have led to the implementation of the 
Safeguard Mechanism, requiring large emitters (with emissions exceeding 100,000 tCO2e per annum) to 
maintain emissions below set baselines. Obligations vary by project size, and stricter environmental 
approval criteria, combined with pressure from shareholders, financial institutions and activists, further 
incentivise emission reductions. 
 
Operators are expected to achieve emissions abatement through the implementation of abatement 
technologies or via offsets, creating energy transition-related risks that could affect project viability. 
Abatement options include reduced routine flaring through production optimisation or electrification of 
production facilities to replace diesel generators. Costs depend on factors such as carbon prices, 
retrofitting needs, safety testing, and technological advancements.  

 
23 Results reflect increase in breakeven prices only for supply groups impacted by higher discount rate (i.e. projects serving the 
domestic market only). Discount rates for projects aligned to the export market remain unaffected for this sensitivity. 
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Companies may also offset their carbon emissions by purchasing tradable financial products known as 
ACCUs. A long-term flat real ACCU price of A$83 per tonne of CO2 equivalent has been assumed in this 
analysis. Factoring these costs into the breakeven price analysis is critical for assessing project economics.  
 
To account for energy transition risk, this analysis incorporates a carbon price to reflect the operational 

cost of emissions offsetting. While not all assets may be subject to a carbon tax by default, this sensitivity 

applies a uniform assumption that all assets, regardless of their emissions levels, will need to offset their 

emissions at the prevailing ACCU price. ACCUs were chosen as the preferred metric over abatement-

related capital expenditures, largely due to standardised assumptions for ACCU pricing. In comparison, 

significant variation may be observed across abatement technology costs. In addition, it is expected that 

the ACCU price will ultimately set a cost ceiling, incentivising producers to adopt abatement measures.  

This ensures that the potential financial impact of offsetting requirements under future regulatory or 

market conditions is appropriately considered. The breakeven price is observed to increase by up to A$0.8 

per GJ taking this assumption into consideration. 

 

Table 7: Impact of emissions reduction policies on breakeven gas price  

Sensitivity Detail 
2P Point 

Forward 

2P  

Full Cycle 

2P+2C Point 

Forward 

2P+2C  

Full Cycle 

6.3 Emissions 

Reduction Policies 

Inclusion of projected 

ACCU price 

8%  

(A$0.4) 

1%  

(A$0.1) 

4%  

(A$0.2) 

1%  

(A$0.1) 

 

 
Source: Rystad Energy research and analysis 

 

6.4 Project Delays and Project Lifespan Reduction Risk 

 
The ECGM faces mounting challenges as it navigates the energy transition. Declining production from 
traditional basins, such as Gippsland and Otway, coupled with regulatory hurdles and fiscal uncertainty, 
has heightened the risk of supply shortfalls. The energy transition introduces the risk of asset stranding, 
which could shorten the lifespan of gas projects due to economic factors like declining prices or regulatory 
measures, mandating early cessation of production. Stranded assets disrupt financial returns for producers 
and investors, as gas projects typically require 15 to 20 years of operations to recover large upfront capital 
expenditures and achieve profitability. 
 
Shortened project lifespans also increase the present value of decommissioning liabilities. While 
decommissioning is already a complex and costly process, accelerating these timelines adds to financial 
and operational risk. The collapse of Northern Oil and Gas Australia (NOGA) and the decommissioning 
challenges associated with the Northern Endeavour triggered changes to Australia’s trailing liability 
provisions, extending decommissioning responsibilities to a broader range of companies and ensuring 
accountability even for those no longer owning the asset24. 
 

 
24 Retrieved from Australian Government: Department of Industry, Science and Resources  
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Furthermore, start-up delays increase the risk of project termination before its lifespan is complete. 
Several pre-FID assets face commercialisation challenges that threaten timely development and increase 
the likelihood of becoming stranded. For example, Comet Ridge’s Mahalo project has experienced years of 
delays due to a complex joint venture structure and pending environmental approvals for Mahalo North.  
 
To incorporate stranded asset risk into this analysis, production is assumed to be truncated at the point 
where 90% of recoverable resources have been produced, provided the project is still operational in 2040. 
This assumption is aligned with a realistic scenario in which a significant portion of upfront capital and 
operational costs has already been recovered, but there is still urgency to offset the remaining 
abandonment-associated expenses within a shorter timeframe. Early termination of production is 
expected to increase breakeven prices by 2% when assessed for the full potential of resources, from a Full 
Cycle perspective. The impact of this is larger on projects that are currently under development or haven’t 
yet achieved FID, compared to those that are close to the end of their production lifecycle.  
 

Table 8: Impact of project delays on breakeven gas prices  

Sensitivity Detail 
2P Point 

Forward 

2P  

Full Cycle 

2P+2C Point 

Forward 

2P+2C  

Full Cycle 

6.4 Project Lifespan 

Risk 
Production cutoff 

1%  

(A$0.02) 

0%  

(A$0.04) 

2%  

(A$0.1) 

2%  

(A$0.1) 

 

 
Source: Rystad Energy research and analysis 
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7. Conclusion  

The analysis in this report has utilised both Point Forward and Full Cycle perspectives to assess the cost of 

production in the East Coast Gas Market. For mature assets where historical costs have already been 

recovered, the Point Forward approach may be more relevant, as it focuses on marginal operating costs. In 

contrast, for newer developments still working toward breakeven, the Full Cycle perspective may be more 

relevant, as it incorporates both sunk costs and future expenditure into the analysis. This approach 

provides a comprehensive view of the costs of production across supply groups at various stages of 

development. 

Marginal supply in the ECGM is expected to originate from projects with breakeven prices of approximately 

A$6.8-7.3 per GJ in the near term (2026). This includes volumes from CSG developments in the Bowen-

Surat Basin, such as the Muggleton field, as well as conventional developments, such as Moomba in the 

Cooper Basin. These projects represent sources of supply to meet demand under both AEMO’s Step 

Change and Progressive Change scenarios, highlighting their importance in maintaining market balance. In 

the medium term (2030), marginal supply is expected to originate from projects with breakeven prices of 

approximately A$7.8-8.8 per GJ. 

In addition to assessing breakeven prices, various external factors have been analysed to understand their 

impact on production costs. These include energy transition pressures, in which reduced access to project 

financing or regulatory changes could lead to higher production costs or shorter asset lifespans. While this 

report evaluates these factors in isolation, it is important to note that in a realistic scenario, these factors 

may interact simultaneously. These interactions may compound their effects on breakeven prices, 

potentially leading to greater variability in cost of production estimates for the ECGM.  
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