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Salient points 
 

1. Status updates: 

 Amendment to the Gas Supply Act : The amendments to the Gas Suppy Act is 
currently under review by the Attorney General and EPU. Target for first reading in 
Parliament by end of March 2015. 

 Communication to the users on subsidy rationalization : MGA plans to meet FMM and 
Chambers of Commerce to get their inputs regarding the gas subsidy rationalization. 

 Gas specifications. If majority of gas users experience problems with the gas 
specifications as stated in contracts, then PETRONAS will probably look into the issue.  
However, it must be noted that if the specifications are too tight, then sourcing of gas 
may be difficult.  The gas specifications will also be addressed in the gas network code 
as when the gas market is liberalized, there will be suppliers other than PETRONAS 
using the pipeline system. 

 ST-MGA organized a gas legislation and safety seminar in Kota Kinabalu in 2014, 
attracted 140 participants.  Collaboration between MGA and ST in this area will 
continue. 

 
2. Gas prices and subsidy rationalization 

 The Government decided that the regulated gas prices in 2015 will remain as per 
status quo. 

 ST requests MGA to compile data on gas prices in the region. 

 LNG price outlook: 



i. For the next few years, prices of spot LNG are expected to be soft.  The 
current spot LNG price is around USD7/mmBtu, with future prices expected 
to be in the range of USD7-10/mmBtu.   

ii. The price of LNG is indexed to oil price.  The current trend shows that the 
index is decreasing from 15% to 13%.  The decreasing index coupled with 
decreasing oil price are pushing LNG prices down. 

iii. There are a number of LNG projects coming up especially in the USA and 
Australia. As for LNG from Malaysia, the bulk of existing contracts will expire 
in 2018. There’ll be uncommitted volume when the contracts expire. 

 Proper formula-based pricing mechanism may provide the certainty that industries 
want.   

 There is a long lag between oil price and the LNG-based domestic gas price. The lag is 
contributed by : 

i. Average oil price (JCC or Japanese Crude Cocktail) used in the calculation of 
LNG price. 

ii. 3 month average LNG price ex-Bintulu used to calculated domestic gas price 
iii. 1 month lag in the publication of LNG export data by the Department of 

Statistics 

 Government’s concern is on the potential big variation in prices if price is market-
based. 

 It must be noted that even at market price, gas is still cheaper by 30% if compared to 
other fuels such as petrol/diesel/LPG  

 
3. Gas Market Liberalization 

 MGA and ST will organize a Gas Market Liberalization Workshop which will be held on 
23 April 2015. 

 The workshop aims to entice potential players to participate in the Malaysian 
downstream gas market. 

 The workshop will also include the experience and opportunities in a liberalized gas 
market such as UK. 

 PGB has published Third Party Access (TPA) network code on its website. However, 
the public may still not be aware of the existence of Third Party Access.  

 The Melaka RGT still has available capacity with current utilization at slightly less than 
50%. 

 We can learn about how other countries transition from a closed market to an open 
market.  The transition period is crucial. ST’s concern is on how to mitigate the impact 
of big price increase.  Experience in other countries on the migration is useful for us 
to learn how to cushion the impact.  

  The Government is supportive on the liberalization but has concern on the transition. 
 

4. Efficient use of gas  

 Presentation on cogeneration by En. Mohd Raziff Embi.  (Hard copies of the 
presentation were distributed to all attendees during the meeting) 

 The ministry has developed a concept paper on cogeneration which has been 
endorsed by JPPET. 

 Despite the obvious benefits of cogeneration, it has not ‘taken-off’ in Malaysia. 
Perhaps we should set a target in our action plan for cogeneration capacity build-up. 



 Uncertainty in the gap between gas price and power tariff is a risk for cogeneration 
developers. 

 MGA to work with ST to find out the details on the incentives given to cogenerators in 
other countries. 

 Cogeneration in Thailand is a good example due to its similarities in fundamental with 
Malaysia.  We need to look at Thailand’s model whereby cogenerators have firm 
contract with EGAT with capacity and energy payment.    

 Some of the concerns raised on cogeneration in Malaysia are: 
- Cogeneration players should not take advantage of the rules to become a back 

door IPP. 
- Cogeneration development should serve own in-house load requirements 

primarily. Only excess load can be supplied to the grid. 
- For cogeneration to work, there should be a sufficient gap between electricity 

tariff and gas price. 
- Compared to Thailand, our standby charges are too high. 
- The right policies to support cogeneration must be in place.  
- It is noted that there are some misalignment of policies e.g. Sarawak promoting 

energy intensive industries in SCORE, whereas through ETP, other areas are 
shifting from industry based to service based.  

 Under ST’s proposed NEDA (New Enhanced Despatch Arrangement), cogenerators 
can bid to supply power to the grid. 

 Moving forward, ST Chairman proposed: 
- MGA sub-committee on cogeneration to form working group with ST to bring 

useful recommendations to the government.  
- Look into organizing a “Cogeneration Workshop” sometime in Q3 to bring the 

relevant parties together. 
 

 

 


