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LEVEL OF GAS PRICING
LIBERALIZATION

Pricing Ceiling

*Residential (low level )

x=2hiak ( Liberalized)
;5 FRSAS (off shore)

JRES (CSM). EHIS (Coal
gas). Ti& (Shale). LNG
*EftFIF RS (Direct supply)
iEIRFERS (JALE ) (storage)
BEERNRS (Fujian LNG)
HAZXSPLHWSEERS
(Exchanged traded)

“Citygate+" Flexible

“MoEBIEFBERAS (PNG, Non
residential)

By volume, 80% above gas prices are mianly determined by the market.

Retailing prices for residential gas are mianly determined by local governments
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PRICING REFORM

Down 0.1 ;
Exchange
Step 3. Lib traded free
_ Abolish storage
National dul-tracs , 2017.9
New volume; Lib direct
Existing ; supply 2016.10
Shale, CBM, (fertilizer) /./.‘
Coal gas: lib *

Guangdong,
Fujian pilot

+20%

Existing:
Chuan, Yu LNG lib

Gradual procedure:

o Easy to Hard;

o Non-residential to-Residential;
o Pilot to National;

o New volume to Existing
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KEY FEATURES ACKNOWLEDGES MARKET'S "DECISIVE" ROLE

<Decision of the CCCPC on Some Major Issues Concerning
Comprehensively Deepening the Reform> (2014)

Governance

sImproved access to upstream resources: break up administrative
monopoly

*Regulating pipeline costs

*Market determined pricing: Liberalize gas pricing
*Negative list: transparency for foreign and non public firms
Market participants

*SOEs reform: integration broken down (unbundling)
*Non-public sector promotion

Retailing

* non-public enterprises to enter franchising fields
Transportation
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(rhitrpr ESBREXTFHEHNMENFEIENETTER) (H%[2015]285)
Several Opinions of the CPC Central Committee and the State Council on

Deepening the Reform of Pricing Mechanisms (2015)
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(PHPR ESKEXTFFRMECGHRASEFHIENETER) (HPL[2017]1155)
Several Opinions of the CPC Central Committee and the State Council on Deepening the
Reform of Oil and Gas Industry (2017)
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MECHANISMS: ASIAN PREMIUM WA HREEWER

Table: Contributions/rankings to the variation of natural gas price changes

Panel |. Contributions

Countries OIL CON GRO IMP PRO BAL TOTAL
USA 518% 7.69% 2.63% 2.27% 5.76% 3.21% 26.73%
JPN 29.38% 2.77% 3.08% 2.82% 1.38% 11.32% 50.76%

GER 28.07% 4.28% 10.54% 4.34% 3.23% 5.43% 55.83%
Panel ll. Rankings

Ranks USA Japan Germany
1 Consumption Oil price QOil price
2 Production Baltic Growth
3 Oil price Growth Baltic
4 Baltic Net Import Net Import
5 Growth Consumption Consumption
6 Net Import Production Production

Notes: numbers marked in red are the top contributor for each country. One minus total gives
the contribution due to natural gas price change itself. Lags are chosen by minimizing Akaike
information criteria (AlC).

Zhang, D., Shi, M, & Shi*, X., 2018. Oil indexation, market fundamentals, and natural gas prices: An
investigation of the Asian premium in natural gas trade. Energy Economics, 69 33-41.

acri.uts.edu.au
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AND AUSTRALI A S LNG EXPORTS

Table 7.5 Export revenue for Australia LNG in different scenarios, 2015-35

Revenue ($ billion
Baseline Spot Spot, no Baseline Spot Spot, no
TOP TOP

Contracted 1,251.6 1,250.3 1,072.3 697.0 670.9 601.1
exports
Uncontracted
exports

Total exports

321.2 3226  368.7 122.3 115.4 140.9

1,572.8 1,572.9 1,441.0 819.3 786.3 742.0

(-4.1%) (-9.4%)
Production 2,481.6 2,481.6 2,349.7
Production &
liquef costs

Profit

485.6 486.9 441.9

333.7 299.4  300.0
(-11.399 (-11.1%

U)I
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Australia LNG export to China will be significant reduced if no TOP

LNG Flows to China - Base vs Low Demand

0
S
(&
O
-1
= North America to
2 ——Middle East to China
= Southeast Asia to China
3 = Australia to China
= North Africa to China
-4

2015 2020 2025

|

2030 2035

LNG Flows to China - Base vs TOP free

-30
2015 2020 2025 2030 2035

Changes in LNG and Pipeline gas flows to China in Low Demand
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