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Natural gas accounts for 18% of our energy mix

78% city gas penetration rate

27% of the power generation mix

About 98% of domestic natural gas demand depends on imports

 World`s 2nd largest importer of LNG, after Japan

Difficult to procure pipeline natural gas due to North/South divide

 Importing 100% of liquefied natural gas
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Expanding Growth

umber of LNG Users Reaches 10 Million Mark
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GDP Per Capita

Source : World Bank, Korea Customs Service

Natural Gas Imports

Korea’s
Natural Gas Imports &

GDP Per Capita

1986 2013 Growth
GDP Per  Capita
(USD) 2,800 24,000  10x

Natural Gas
Imports (Tons) 1.68mn 40.7mn  20x
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KOGAS, a state owned company, is sole natural gas wholesaler in Korea
Monopolizes procurement of LNG and operates gas supply facilities
Supplies power companies and city gas companies with LNG

31 city gas companies (regional monopolies) are gas retailers in Korea

Companies with storage facilities can import LNG directly for  their own consumption

Supply end-users (residences, industry, etc.) with LNG via branch pipelines

State regulates disposal of imported LNG and supply facility access
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KOGAS

POSCO

Receiving
Terminal # of Tanks Capacity (M3)/Tank Sub-Total

Capacity (M3) Remarks

Pyeongtaek
(23)

10 100,000 1,000,000
4 140,000 560,000
9 200,000 1,800,000

Incheon
(20)

10 100,000 1,000,000
2 140,000 280,000
8 200,000 1,600,000

Tongyeong
(17)

13 140,000 1,820,000
4 200,000 800,000

Samcheok
(12)

(4thTerminal)

3 200,000 600,000 by ’14
4 200,000 800,000 by ’15
2 200,000 400,000 by ’16
3 270,000 810,000 by ’17

Total Capacity 60 + 12 8,860,000 (4.0 MMton) + 2,610,000  (1.1 MMton)
* Small size terminal in Jeju Island targeting Dec 2017 : 1 Tank(25,000M3)

Receiving
Terminal # of Tanks Capacity (M3)/Tank Sub-Total

Capacity (M3) Remarks

Gwangyang
(3)

2 100,000 200,000
1 165,000 165,000
1 165,000 165,000

Total Capacity 3 + 1 365,000 (0.17MMton) + 165,000 (0.7MMton)

GS Caltex & SK E&S
Plan to build 3 Storage Tanks (20KM3) in Boryeong

Seoul

Tongyeong

Pyeongtaek

Incheon
Samcheok

Jeju
Island

Gwangyang

Boryeong
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 Ring-shaped pipelines for
stable and safe supply.

 Main pipelines: 4,065km
 Under construction: 879km

→ Total: 4,944 km by 2017

Incheon

Pyeongtaek

Tongyeong

In operation
Under construction

Samcheok

Jeju

Ring-shaped nationwide pipeline network
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Source: KOGAS  Internal Report 2013
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(Unit : Mil LNG Tons)
 AAGR(‘90~’13): 13.2%

- Power: 11.3%
- Residential: 16.5%
- Industrial: 21.7%
- Commercial: 12.3%

 AAGR(‘90~’13): 13.2%
- Power: 11.3%
- Residential: 16.5%
- Industrial: 21.7%
- Commercial: 12.3%
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 Overall natural gas demand in Korea is expected to decrease by 0.4% annually from 2013 to 2027.

 City gas demand will increase by 3% annually during that period.

 Power demand will drastically decrease by an annual average of 6.8% from 2013 to 2027 due to

growth of nuclear and coal power generation for base-load.

(Source : 11th Long-term Natural gas Demand-Supply Forecast by MOTIE)
(Unit : Mn tons)
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Long-Term
Demand
Forecast

(MOTIE, every 2years)

Long-Term
Demand
Forecast

(MOTIE, every 2years)

Negotiation
(KOGAS)

Negotiation
(KOGAS)

Contract
Screening
(Advisory

Committee)

Contract
Screening
(Advisory

Committee)

Contract
Approval
(MOTIE)

Contract
Approval
(MOTIE)

 MOTIE announces long-term LNG demand forecast every 2 years

 KOGAS selects supply candidates and negotiates terms and conditions

 Advisory Committee evaluates the terms and conditions

 MOTIE approves the LNG contract
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Short-Term
Demand
Forecast

(MOTIE, every
year)
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Demand
Forecast

(MOTIE, every
year)

Negotiation
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Screening
(Advisory
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Contract
Approval
(MOTIE)

 MOTIE monitors short-term LNG  supply and demand and gives administrative guidance on
short-term or spot procurement to KOGAS
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Storage rate of 20% by 2027, 745 km of pipelines by 2017

Operate a seasonally-differentiated rate policy to
improve winter-high and summer-low demand pattern
Provide discounts for consumers who contribute
to enhancing gas demand in summer

Make plans to enlarge pipelines and storage
tanks based on long-term demand forecast

Maintain safety inventory rate based on
Crisis Response Manual
Monitor factors that can influence gas demand
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Retail

Price

100%

== ++

Retail

Price

100%

= +

Material

Cost

(LNG import cost +

supplementary cost)

88%

Wholesale Supply

Cost

(KOGAS fair cost +

fair return)

6%

+

Retail

Supply Cost

(City gas company

fair cost + fair return)

6%

Natural Gas Rate Structure in Korea
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Natural Gas Rate Adjustment in Korea

① Material Cost: Adjusted every two months if fluctuations in the raw material cost exceed

3%, but gov’t can stop this for price stabilization

② Wholesale Supply Cost: Adjusted yearly based on “Natural

Gas Rate Standard,” subject to approval of government and committee

③ Retail Supply Cost: Adjusted yearly in accordance with “City Gas

Company Rate Standard,” subject to approval of local government



vision
Conventional gas from Middle East
 unconventional gas from North America, etc.
Conventional gas from Middle East
 unconventional gas from North America, etc.

Diversification of LNG Procurement Sources

Encourage private investment in national LNG storage facilities and
competitive procurement
Encourage private investment in national LNG storage facilities and
competitive procurement
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Procurement  through self-developed  projectsProcurement  through self-developed  projects

Improvement of Direct Import Policy

Deregulation of restrictions on direct import facilitiesDeregulation of restrictions on direct import facilities

Expansion of Bio-gas and SNG Supply

Make a law that allows production of bio-gas and SNG and verify
stability
Make a law that allows production of bio-gas and SNG and verify
stability



Thank you !


