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The Asia Natural Gas & Energy Association (ANGEA) understands and supports the principle of a
Domestic Gas Reservation (DGR).

In our first submission to the Domestic Gas Review, ANGEA recommended the Government
adopt a model based on the successful offshore Western Australian DGR, which is prospective,
predictable, and commercially flexible.

Unfortunately, the Government’s proposed DGR does not follow these principles, and puts at
the risk the long-term energy security of Australia’s friends and allies in the Asia-Pacific.

Context

This month we celebrate the 50t anniversary of the signing of the Basic Treaty of Friendship and
Co-operation between Australia and Japan.

Unfortunately, many recent policy developments in Australia defy the fundamentals of the
Treaty.

Two critical provisions in the treaty are Articles V and VI which commit Australia to being,
“a stable and reliable supplier ... on a fair and stable basis ... of energy resources...”

For Japan, the importance of these provisions is self-evident. As a nation with few energy
endowments, Japan relies on distant and uncertain supply lines for its energy security.

Historical energy shocks, from the 1970s OPEC crisis, to the 2011 Fukushima disaster, the
Ukraine War, and the recent Middle East conflict, all highlight the fragility of Japan’s energy
supply. And demonstrate why Japan seeks a dependable Asia-Pacific partner like Australia which
can be trusted to power its economy.

Australia’s other friends and allies in the Asia-Pacific share similar ambitions. South Korea,
Singapore and Taiwan also rely on imports for much of their energy, and value Australia for its
political stability, proximity and operational excellence.

All of these nations have done their part to make Australia a stable and reliable supplier. They
have signed the long-term contracts, which have underpinned the economics of Australia’s gas
investment boom. Many have invested directly in Australian gas projects. They have also
supplied much of Australia’s liquified natural gas (LNG) plants and equipment.

And they have stood by Australia when its energy security has been at risk, continuing the
supply of liquid fuels when other nations were limiting exports.



Australia’s Asia-Pacific alliances are more than legal documents. They are declarations of trust
that each country will do right by the other.

Over the past five years, the list of real and potential regulatory and fiscal imposts on gas
investment has multiplied. This list includes:

1. Changes to the Australian Domestic Gas Security Mechanism.

2. Price controls through the Code of Conduct.

3. NOGA levy.

4. Safeguard Mechanism changes requiring up-front full abatement of reservoir CO; for new
and committed projects.

5. Further changes anticipated in the upcoming Safeguard Mechanism review.

6. EPBCreforms which exclude gas projects from “national interest” consideration.

7. Lack of policy support for carbon capture and storage (CCS) projects to enable hard to
abate sector decarbonisation.

8. Recent reforms to the PRRT and continued pressure for an LNG export tax.

9. Aretrospective DGR.

The cumulative impact of these policy developments is weakening the appetite for further gas
investment in Australia. And Asian buyers are increasingly looking elsewhere for new gas
contracts.

Asian buyers have historically sought to diversify their sources of gas to manage the risk of
supply interruptions. Australia, Qatar and the United States are the largest Asian suppliers, with
Malaysia, Papua New Guinea, Brunei and Russia also supplying some volumes.

Australia has been a favoured source of supply due to its location, political stability and
operational capability. While the U.S. and Qatar have lower costs of production, Australia has
the benefit of avoiding chokepoints in the Straits of Hormuz and Panama Canal, and less LNG is
used up on its shorter shipping routes.

But these advantages are being eroded by the growing costs and risks of Australian LNG.

Long-term SPA buyers will be undertaking their own risk assessments on the future cost and
reliability of Australian LNG versus its rivals. They will factor in the cost premiums that would be
imposed on Australian LNG by compliance with a DGR and other measures that erode Australia’s
competitiveness.

Buyers must also factor in the costs of complying with current and looming Safeguard
Mechanism abatement obligations.

It is important to note that none of Australia’s rivals impose abatement obligations on LNG.
Australia is competing at a cost disadvantage due to baseline reductions imposed by the
Safeguard Mechanism, and particularly by the retrospective changes to the Safeguard
Mechanism requiring projects which had already taken FID to abate 100% of reservoir
emissions. These impositions may be made worse by the baseline changes foreshadowed in the
upcoming Safeguard Mechanism review.



These impositions also lead to a perverse outcome where Australian carbon policies push buyers
to other supplier nations whose gas is produced and transported with higher emissions. If the
unintended consequence of Australian climate policy is to increase global emissions, Australia
should reconsider these policies.

The evidence is emerging of Japanese buyers abandoning Australia. JERA for example has
recently signed new SPAs — 5.5 mtpa from various US suppliers; 3 mtpa from QatarEnergy and 2
mtpa from Malaysia’s Petronas. In comparison, JERA has only signed a minor 3 cargo 0.2 mtpa
contract with Australia.

Bad policy also puts short-term contracts and spot cargo sales at risk. Added costs will make
spot cargoes less competitive, while the proposed DGR rules will deny sellers the flexibility to
take advantage of spot cargo opportunities. This will affect those Asian buyers who have relied
more heavily on shorter-term contracts such as Korea.

New investment is also drying up. As Wood Mackenzie reported in 2025,

The major I0Cs have committed just 1.2% of their global E&A investment to
Australia over the last five years. The Australian majors, who have a natural
competitive advantage in Australia, have invested an average of only 15% of their
total E&A spend in the country over the same period. This compares to a long-term
average of over 42% of total portfolio E&A spend between 1990 and 2019.%

Local producers are also investing in new projects overseas rather than in Australia, such as
Woodside’s liquefaction project in the US, and Santos’ projects in Alaska and Papua New Guinea.

Australian policymakers may wrongly believe that a reduction in LNG exports is not a problem.
They may believe falling LNG exports deliver greater domestic gas supply. But this view fails to
understand the basic economics of the gas industry. Much of Australia’s domestic gas
production has been a by-product of large-scale investment in export gas. For instance, around
60 percent of WA’s domestic gas is supplied by LNG facilities. Major offshore projects in Western
Australian and Northern Territory waters would never be developed for domestic gas only.

Opening up new onshore gas basins in Queensland and the Northern Territory will require large
upfront costs, and an LNG market is needed to deliver the economies of scale that make
domestic gas more affordable.

Australian policymakers may also wrongly believe that the economic benefits of LNG exports can
be replaced by alternative greener products. But there has been little progress on renewable-
backed hydrogen, ammonia, iron, steel or electricity export schemes.

And if Australia is to see increased investment in greener export products, much of that capital
will need to come from our Asian trading partners. Their appetite for this investment will also
be damaged by a poor policy environment in Australia.

! https://energyproducers.au/hubfs/Submission/2025/AEP-Australias-Natural-Gas-Investment-Competitiveness-
Final.pdf?hsLang=en-au




ANGEA urges the Australian Government to consider the design of the DGR in this broader
context. An onerous and retrospective DGR would add to the cumulative impact of a range of
other negative policies. It would ultimately be counter-productive by discouraging new gas

supply.

Design of the Domestic Gas Reservation

As ANGEA stated in its initial submission, we do not disagree with the principle of a DGR,
provided it is genuinely prospective, predictable and commercially flexible. Critically a
sustainable reservation scheme must have at its core the intent to encourage new investment
and supply. We highlighted the success of the offshore WA scheme and urged the Australian
Government to adopt that model.

Unfortunately, the Government has chosen an alternative model that is retrospective,
unpredictable and intrusive.

Many of the design elements are particularly egregious to Asian investors and buyers. Our key
security and energy trading partners in the region had been assured by Australian Government
commitments that existing gas contracts would be respected. But the scheme places new and
onerous obligations (and potential penalties) on existing gas contracts. These provisions put at
risk not only the cost of gas supply, but also its reliability.

ANGEA endorses the submission of the Institute for Energy Economics, Japan (IEEJ), which
outlines the detailed concerns of Asian gas investors and buyers. Notably, it is uncommon for
the IEEJ to intervene in an Australian policy debate and this itself demonstrates the level of
concern in Japan.

The IEE] identifies several difficulties with the proposed scheme, and ANGEA shares these
concerns:

1. The scheme introduces sovereign risk and regulatory uncertainty, making it difficult for
Asian gas importers to manage their energy needs over the long term.

2. While flexibility can be positive, excessive flexibility and ministerial discretion increases
unpredictability. Annual approval processes cannot provide the long-term certainty that
Asian gas buyers seek.

3. Existing contracts should be respected, including the full range of contract entitlements
such as extensions, options, upward variations and equity lifting, to ensure LNG suppliers
can meet their domestic and contractual obligations.

4. Any obligation to negotiate and invest in third party supply will be difficult for smaller
overseas project participants to implement. They lack the market knowledge and
domestic capability to manage third party investments, and to ensure the additionality
requirement is met.

5. With the long lead times involved in gas industry planning and construction, the scheme
requires a longer transition period than a year., particularly given no gas shortfall is
forecast until the 2030s.



6. The Australian Government is seeking to provide flexibility in the scheme’s application
across WA, the NT and eastern Australia. However, it is yet unclear how that flexibility
will be delivered. ANGEA supports a regime in which there is complete recognition of
the Western Australian domestic gas reservation with no additional compliance
obligations. This includes respect for the Western Australian rules on life-of-project
supply and the “diligently market” test, on commercial terms.

The proposed scheme is “all stick and no carrot.” It seeks to drive increased supply through a
series of punitive measures forcing the industry to divert LNG, cross-subsidise domestic gas and
fund infrastructure.

The Government is not proposing any measures of its own to facilitate investment. It is doing
nothing to improve approvals processes. There is no reform to counter the costs and delays of
lawfare. There is no coordinated strategy to open up new gas provinces. For example Santos’s
Narrabri project, which could meet up to half of NSW’s gas needs by 2030, remains in limbo with
no government attempts to facilitate its commencement.

The framework does not in any way support new supply development. It does the opposite by
design, through forced domestic gas sales to oversupply the market and deliberately drive prices
down, potentially below the cost of supply. This will undermine the investment case for both
new supply developments and ongoing drilling investment in existing fields.

A clear example of this concern is in the Bass Strait. As Woodside CEO Liz Westcott recently stated,

“Woodside has identified four potential development wells that could deliver up to
200 petajoules of sales gas to the market. That’s enough to power all the homes in
Sydney or Melbourne, for almost two years. Technical maturity and the impact of
the Federal Government’s new domestic gas reservation scheme will influence
whether we progress this opportunity to a final investment decision.”

Conclusion

ANGEA encourages the Government to work with the gas industry on a more constructive
solution for increased supply. It should identify policies which drive new investment and
increase overall production. It should consult genuinely on a workable DGR that meets the
needs of industry, end users and trusted regional trade partners. In particular, a further round
of consultation is recommended on the draft legislation and regulations to ensure there are no
unintended consequences.

It must reassure its friends and allies in Asia that it can remain a trusted partner in their energy
security. It must live up to the ideals of the NARA Treaty on this important 50" anniversary.
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