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Good morning ladies and gentlemen, I am Peter Cleary, Vice President of 

LNG Markets and Eastern Australia Commercial at Santos Limited. 

Can I start with a statement of the obvious:  Asia is the engine for 

global energy growth and it will remain so for at least my lifetime, so it is 

a privilege to be in in the place the epitomises that belief – China – to 
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address you all today on the topic of Australian LNG and our strong 

position as the natural supplier for Asian markets.  

In my presentation today, I will firstly share with you the story of Santos 

and our proud history in the oil and gas business over the past 60 years. I 

then want to explore why Australia is a good place to do business – 

looking at our strong resource position and competitive advantage. 

Lastly, I will look at China’s needs. And as we all know, growing 

populations seek better standards of living and achieving economic 

growth requires energy. We therefore create the symbiotic relationship 

between a reliable and trusted source of supply and a confident and 

growing demand centre. 
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My association and fascination with China begins some time ago but the 

best place to start is my first visit, 24 years ago during a period when 

China was early on in its journey to the thriving and confident nation we 

see today. At that time China was embarking on its Eight Five Year Plan 

(covering 1991-95) where industrialisation was at the forefront and the 

nation could supply most of its energy needs. The idea of import LNG 

was not close to anyone’s thoughts. 

Fast forward to China’s first excursion into LNG purchasing with the 

Guangdong LNG project in the late 1990’s. At that time I was trying to 

sell Indonesian LNG to China but Australia won. Fortunately for 

Indonesia they won the Fujian supply. In 2006 I found myself as 
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President of North West Shelf Australia LNG – Australia’s first LNG 

project – ready to achieve a first that I will always remain proud to be 

associated with namely the delivery of the first LNG cargo ever delivered 

into China. As I will discuss later this story has evolved quickly but for me 

it was great to be there at the beginning with Premier Wen Ji Bao and 

others. 

[INTRODUCING SANTOS] 

 

I would now like to share with you the story of Santos, but also why our 

story compliments China’s requirement for both resource security and 

investment opportunities.  
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Santos is one of Australia’s largest producers of gas to the domestic 

market and has the largest exploration and production acreage in 

Australia of any company. We are also proudly positioned within the 

Australian Securities Exchange’s list of Top 20 companies.  

Our vision is to be a leading energy company in Australia and Asia, and 

we are well on track, with a strong and growing asset base spanning 

both regions.    

Our strategy is based on a three-pronged approach:  

1. Growing our strong Australian domestic base business - 

Our oil and gas exploration and production business spans the Australian 

continent with operations covering - oil fields to gas fields, onshore to 

offshore, deep-water to shallow waters, and conventional basins to 

unconventional resource plays, such as coal seam gas and shale.     

2. Delivering our transformational LNG portfolio,  

Santos is soon to be a significant LNG exporter and boasts a unique LNG 

portfolio, with interests in four key LNG projects. and; 

3. Building a focused-exploration led portfolio.  
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Santos also has a well-established and growing position in Asia, currently 

focused in Indonesia, PNG and Vietnam. We have oil and gas production, 

as well as exploration opportunities, which are key to Santos’ overall 

growth strategy.   

Being a key player in Asian energy markets means that we are actively 

looking to extend our existing position in this region. For Santos this 

means continuing our search for exploration opportunities to unlock oil 

and gas resources to meet market demands, being aware of the 

opportunities to participate in these strategic economies and grasping 

them when they arise. 

Santos is today very well placed and energised to do exactly that. 
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This year we celebrate our company’s 60
th

 anniversary and the many 

achievements of the past six decades. Santos has a long history of oil 

and gas exploration, which started in the outback of Central Australia. 

The first commercial gas discovery was made at the Gidgealpa field in 

1963 in the Cooper Basin, which straddles the South Australian and 

Queensland borders. And this is where this picture was taken.  

Today, the Cooper Basin (in which Santos is the Operator and holds a 

66.6% interest) contains approximately 190 gas fields and 115 oil fields 

currently on production. These fields contain approximately 820 

producing gas wells and more than 400 producing oil wells.  

To date, total gross expenditure by the Cooper Basin Joint Venture 

is well over $10 billion, making it one of Australia’s largest ever onshore 

resources projects.  
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Today, Santos’ operations span an enormous breadth and we hold deep 

technical capability. Santos has developed a strong Australian base and a 

significant infrastructure footprint that provides development 

optionality.  

Our Australian business spans the continent with assets in the Carnarvon 

Basin in Western Australia, our Northern LNG assets, our onshore 

Central Australia exploration activities, our established Eastern Australia 

position, including coal bed methane and our Southern offshore 

production.  
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But let’s get to the heart of the matter; Santos is soon to be a significant 

LNG exporter. Our unique LNG portfolio includes interests in the 

operational Darwin LNG plant; PNG LNG, which will provide long-term 

gas supply to Sinopec; the Santos operated GLNG project in Queensland, 

scheduled to start up in 2015; as well as the planned floating Bonaparte 

LNG project offshore of the Northern Territory.  

Santos truly is an energy leader in Australia and Asia. By 2020, our aim is 

to have 3.3mtpa of equity LNG. We are also looking for opportunities to 

extend our LNG footprint, in particular through brownfield expansion 

and leverage the global partnership we have developed.   
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[AUSTRALIA – A PLACE TO DO BUSINESS]  

 

Australia is well positioned to meet Asia’s growing LNG demand, we are 

on the doorstep of Asia. Our geographic proximity to the growing Asian 

markets, political stability, abundant resources and track record of 

reliable delivery put us in an enviable position. 

Trade with China is clearly a major economic driver for the Australian 

economy. China is the largest buyer of Australia’s exports, in particular 

resources export. Australia’s exports to China were valued at A$65 

billion in 2010-11.   
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Australia is blessed with abundant resources. We rank 1
st

 and 2
nd

 

globally for the major mineral resources; including coal and iron ore; 26
th

 

for oil; and 11
th

 for gas resources. Australia’s gas resources are spread 

across the vast country, both onshore and offshore.  

  

Let’s now take a closer look at Australia’s strong position as a major LNG 

exporter. 

Australia has a strong gas resource position and is unique with a 

relatively small domestic gas demand of around 1 tcf per year, versus 

gas resources of 820 tcf, opening the doors for material LNG exports.  

More importantly, we are also open for business. Unlike many other 

countries, Australia welcomes investment right along the LNG value 
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chain; foreign companies can take ownership from the reserves in the 

ground through to the production. Santos is a wonderful demonstration 

of this opportunity with joint venture partners from over 10 foreign 

countries in place and more opportunities available today. We value the 

capital, know-how and market access that our partners bring to the 

table.  

Australia’s gas demands come from both domestic and export markets. 

On the domestic side, demand comes from residential and commercial 

customers, as well as major mining demands centres in the west, many 

of which supply iron ore and other metals to China.  

On the export side, Australia has three operational LNG plants, seven 

plants currently under construction and at least twelve other projects in 

the planning phase. 

The operational LNG plants have a proven track record for reliable 

delivery. The Darwin LNG plant for example (where Santos is a partner), 

has delivered over 400 cargoes and produced above the contract 

quantity since 2006, which has provided buyers with the flexibility to 

take additional LNG volumes. 
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Under construction, LNG plants are spread across Australia’s vast 

coastline, these include the Santos operated 2-train, 7.8mtpa GLNG 

project in Queensland, where together with partners PETRONAS, KOGAS 

and Total, we will supply methane from coal seams to liquefy in 

Gladstone and ship to customers in Malaysia and South Korea.  

Currently, Santos’ portfolio is under-represented with Chinese buyers 

and partners. But we are pleased to say that there are near term 

opportunities available for both buyers and producers interested in 

entering the market with Santos as their partner. 
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Australia’s committed LNG projects currently under construction 

represent some of the biggest projects undertaken in the country, over 

$188 billion of capital is being invested in the current wave of LNG 

projects.  

The simultaneous development of multiple LNG plants has contributed 

to the rise of LNG project costs, making Australian projects increasingly 

expensive. However with these projects now nearing completion, we 

will see cost pressures abate, and we expect this to happen from 2015 

onwards.  

We are already seeing signs that costs are coming off their highs. For 

Santos, our capital expenditure peaked in 2013 as we progress 

development of our two transformational LNG projects. As these 

projects are completed this year and next, our capital expenditure will 

start to reduce.  

Don’t think this is the end of the Australian opportunity. We can clearly 

see that whilst Australia is coming to the end of a large LNG investment 

cycle (and is now entering the exciting execution and delivery cycle), we 

are perfectly positioned to apply our strong LNG know-how and 

capabilities to new supply projects. Many of the projects offer 
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brownfield expansion opportunities – Darwin LNG is an example with a 

second train site ready – and the advent of Floating LNG offers an 

economically efficient way of monetising small and remote offshore 

resources.  

[UNDERSTANDING CHINA’S NEEDS] 

 

As I’ve outlined, Australia is well positioned as the natural LNG supplier 

for Asia. But Asia is also important to Australia. 

By global population, Gross Domestic Product and energy demands, Asia 

is undoubtedly the global growth engine. Asian gas demand is driving 
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global LNG demand growth and this strong demand growth shows no 

sign of abating.   

The Asia Pacific region is forecast to be the fastest growing gas market 

globally through to 2030, growing at a staggering pace of 4.1% pa. 

Within the Asian market, LNG is expected to gain market share, meeting 

52% of total Asian gas demand by 2030, compared with today’s share of 

35%. Asia will also account for 71% of global LNG demand growth, 

compared to today’s figure sitting at 65%.   

Asia Pacific’s significant LNG demand is however yet to be satisfied and 

much of this demand remains uncontracted.  Studies show around 

140mmtpa of new LNG supply is required to meet 2025 demand 

forecasts. 
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China is set to become the world’s second largest LNG buyer as early as 

2017, taking over South Korea in LNG demand forecasts. China will 

become a significant and important centre for LNG development. 

By 2020 China’s LNG demand will sit at around 50 million tonnes when 

the world’s demand will be approximately 350 million tonnes. 

Therefore, China’s LNG demand will account for one seventh of LNG 

demand globally.  

Shanghai is often talked about as a future LNG trading hub in the Asian 

region. It is a city, which has the physical market, pipeline gas supply; 

from both Indigenous gas production and pipeline imports and LNG 
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storage facilities; as well as financial market capabilities to potentially 

establish itself as one of Asia’s key LNG trading centres.

 

China is expected to account for one third of global gas demand growth 

between 2010 and 2030. This is quite remarkable, with China changing 

the global gas landscape.  

So, when we look at forecasts for China’s natural gas consumption, we 

recognise that security of supply becomes increasingly important as gas 

imports increase to meet the rapid demand growth.  

Analysis by Wood Mackenzie shows that China’s gas consumption is 

forecast to grow at a compound rate of 9% per annum to 2030, while 
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Chinese gas imports are set to increase at a compound rate of 15% per 

annum through to 2030.  

Clearly the level of gas imports will depend on the pace of development 

of China’s indigenous gas resources, in particular the pace of shale and 

coal bed methane exploration and production. Like China, Australia is 

testing its significant shale gas resources, but it is early days and 

understanding the technical performance of the rock is the key to 

understanding future supply.  

The world looks to the US as an analogue for fast paced shale 

development. Compared to the US, Australia (like China) is just starting 

on a shale journey, but we understand the capital investment, 

infrastructure and water needs to develop this industry. While shale 

plays are being test and developed, LNG offers the flexibility to meet 

growing domestic demand for cleaner energy and allows end-users to fill 

any supply gaps that may occur from indigenous production.  
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We all know that the demand is there, but how will it be met? The 

answer is through both existing and new supply regions.  

Australia is, however, not the only country striving for this prize. 

The LNG market is a competitive one and our competitors will not wait 

for us. 

In recent years, much of the growth in LNG supply has come from Qatar 

and then Australia. We now see new suppliers emerging including the 

US, Canada and East Africa. 

In the US, the boom in shale gas development has seen gas supply 

increase to the point where gas has been able to effectively compete 
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with coal for base-load power generation. And from an international 

perspective, it has freed up the US from importing LNG, and triggered 

the planning of multiple export projects. 

For a nation heavily dependent, for decades, on importing its energy, 

this turnaround from importer to ultimately exporter is a remarkable 

development. 

 
  

But, it is important to keep some perspective here. Most forecasters 

expect that the US will be exporting in the order of 40 to 60 million 

tonnes per annum of LNG by 2025. Now, that’s between 10-15% of 

global LNG supply, so while the US becoming a gas exporter is 
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significant, US LNG exports are not expected to overwhelm the market, 

and a further 100 million tonnes or more of LNG supply will be required 

to meet forecast demand. 

New entrants and new suppliers is good news for Asian LNG buyers, 

providing a diversity of supply that is important to achieving energy 

security.  

Investors in LNG development now have more options than ever before 

in choosing a destination for their capital, and new Australian projects 

must be cost competitive if they are going to attract the investment 

needed to get off the ground. Given the long-lead times of these mega 

projects, approximately 12 years from first gas discovery to first LNG 

production, investment is required now to ensure LNG supply for 2020 

and beyond.  

The success of the US$19 billion PNG LNG project is a great example of 

collaboration and well executed investment in LNG. Santos plans to be in 

PNG for the next 30 years and we are looking at ways to leverage this 

investment. We have farmed into three exploration licences in the 

Central Highlands, with recent exploration activities showing 

encouraging results. The Hides field is where PNG LNG is focused today. 
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What is very exciting is that this year we will be exploring the deep 

basins beneath the Hides field, which is a world-class exploration 

prospect that may lead to the future development of more trains in PNG.  

So what we want to take away at this point is that buyer support, in the 

form of both LNG offtake agreements and equity participation in these 

mega projects, is the answer to see the next wave of investment taking 

place.  

 

 
 

 

Australia is a key part of the solution to meeting Asia’s growing LNG 

demand. We are Asia’s neighbour and are blessed with abundant gas 
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resources, and we also have a strong track record in delivering world-

class LNG operations. 

If we look at PNG LNG again as an example - Santos proudly announced 

at the end of April this year that the project started producing LNG 

ahead of schedule and first cargo has now been shipped, headed for the 

Asian markets. This was a significant milestone for Santos (and credit 

must go to the operator ExxonMobil, the PNG government and the other 

project partners), delivering on a key step in our strategy to become a 

major LNG supplier to Asia. 

Our own GLNG project is also scheduled to start up in 2015 and once 

ramped up, together with PNG LNG, Santos will hold more than 3 million 

tonnes of equity LNG. With results such as this, Santos should inspire 

confidence that Australia not only has the knowledge, but the capability 

to deliver successful LNG projects. 
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[CLOSE] 

 

This now brings us to the end of my presentation, but I would like to 

leave you with these key points. 

Asian LNG demand is increasing and as we move towards the end of a 

large investment cycle, Australia, and Santos, are now looking to our 

Asian neighbours for collaboration and partnership to start the next 

phase of world-class LNG projects.  

What is clear however, is that Australia is opening doors for new 

opportunities, we are providing an alternative solution in security of 

supply for Asia.  
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Thank you once again for the opportunity to address this important 

conference.  

ENDS.  

 

 


