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Submission to Downstream Gas Supply and Availability in NSW 
(Inquiry) 

The following submission addresses parts (b) and (c) of the Terms of Reference of the 
Inquiry 

(b) barriers to the expansion of downstream gas supply and distribution networks; 

(c) the effectiveness of competition in the downstream gas market and consumer pricing 

implications;  

The main threat to a secure supply of gas for NSW is competition from the large export 
projects in QLD. This also has very significant implications for consumer pricing. 

1. LNG demand dwarfs the domestic market 

The demand for gas from the Gladstone LNG projects is at least 11 times greater than total 
NSW demand and around 2 times greater than the entire domestic gas demand for Eastern 
and South Eastern Australia. 

The total current gas demand for NSW is around 117 PJ, and around 674PJ for all of Eastern 
and South Eastern Australia.1 

Demand for LNG to be exported from QLD is projected to be over 1,346 PJ when the export 
terminals become operational in 2015.2 

2. NSW gas prices will be linked to the Asian market. 

Linking to the Asian market will substantially increase domestic gas prices because the Asian 
LNG price is much higher than domestic gas prices. 

Almost all LNG produced in Australia will be sold to the Asian market. The current Asian gas 
price is around $15 GJ,3 whereas the wholesale gas price in eastern Australia is around $3-4 
GJ. 

The Asian price includes the cost of liquefying and transporting the gas. The “netback price” 
for LNG is the price minus the cost of liquefaction and transportation, and that is the price 
that that NSW gas consumers will have to compete with to obtain gas supply contracts.  

Santos has reported that it is negotiating gas contracts at the higher end of the $6 to $9 a 
gigajoule range,4 which is close to the netback price, and gives an indication of the steep 
price rises that can be expected as the LNG export terminals begin operation over the next 
few years. 
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