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Abstract

This article was conducted to study a guideline
to develop a Regional LNG Hub in Southeast Asia
that would enhance Thailand to become a
strategic location in the region together with value
creation. The study shows that Thailand has
strengths in terms of readiness in large-scale
infrastructure. There is a large natural gas trading
market in the region. There is a landscape that can
be linked to the demand for LNG in the region,
especially Myanmar, Cambodia and Vietnam. There

are, however, still weaknesses in the competition
regarding Trade laws and regulations.Establishing
service rates and taxes that are favourable for trade
in the form of LNG Hub to be able to compete in
the region. Finally, for the successful development
of LNG Hub, it requires cooperation. from both
the public sector and private sector to be the
successful LNG traders in the international market
together.

Keywords: LNG, LNG hub, value added, competition, Regional
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Thailand as the Regional LNG Hub

in Southeast Asia

Abstract

This article was conducted to study a guideline
to develop a Regional LNG Hub in Southeast Asia that
would enhance Thailand to become a strategic location
in the region together with value creation. The study
shows that Thailand has strengths in terms of readiness
in large-scale infrastructure. There is a large natural gas
trading market in the region. There is a landscape that
can be linked to the demand for LNG in the region,

especially Myanmar, Cambodia and Vietnam. There

Keywords: LNG, LNG hub, value-added, competition,

Introduction

In the current situation, many countries aim
to reduce carbon dioxide (CO2) emissions, the
release of greenhouse gases into the atmosphere
which stemmed from fossil-fuelburning and the
industrial sector and they are the main driver of
global climate change.By doing so, many countries
try to replace it with natural gas, which causes
lower CO2 emissions. As a result, the natural gas
demandrises and it increases the natural gas trade
globally, especially LNG. This type of gas is lig-
uefied by cooling it down to -160 °C and it can
be transported in large volumesoverlong distanc-
es. Moreover, Thailandwas the first country in

are, however, still weaknesses in the competition re-
garding Trade laws and regulations.Establishing service
rates and taxes that are favourable for trade in the
form of LNG Hub to be able to compete in the region.
Finally, for the successful development of LNG Hub, it
requires cooperation from both the public sector and
private sector to be the successful LNG traders in the

international market together.

Regional

a fast-growing LNG market, the future largest LNG
import capacity in Southeast Asia, a good location
for connecting with other countries in the region
and a country having existing infrastructures re-
lated to natural gas, Thailand, without a doubt,
has the potential to be developed to become
the Regional LNG Trading Hub.Also, on 6 April
2018, the subject“Generating Opportunities for
Thailand to Become the Regional LNG Hub” was
contained in the national energy reform plan in
the Royal Thai Government Gazette to enhance
energy security which it’s a major part of drivi
the country’s economy.

out of the exi




Diagram 1: LNG Hub Service Models (Re-Export)

Source: MR. WUTTIKORN, 2020

to generate business opportunitiesthrough devel-
oping the natural gas network.It’s alsopreparing
Thailand to become the Regional LNG Trading
Hub in the futureas same as other countries in
the region such as Singapore where it plans to
establish itself as a hub as well.

Research Objectives

To study the guideline of developing Thailand
as an LNG Hub in Southeast Asia.To encourage
the importance of being an energy stronghold
andto create additional value for the nation.

Principle, Conceptual Framework and Result
In Thailand, the natural gas market is large

and growing with the highest LNG import rate in

nearly 5,500 MW of using natural gas as a fuel
to generate electricity or 18% of natural gas
consumption in Thailand). Plus, Thailand is
located in a strategic area where it can easily
connect to other countries in the region and the
demand for natural gas in those countries tend
to increase.By having infrastructures related to
natural gas such as jetties, PTTLNG Map Ta Phut
LNG receiving terminal (with a capacity of 11.5
million tons/year), an expansion plan for 2 more
LNG receiving terminalswith a total capacityof 17.5
million tons/year(or a capacity of29 million tons/
year from every LNG receiving terminal) and a
plan for LNG receiving terminals expansionin the
western and southern parts of the country
Thailand isnot only ready with adequate




Diagram 2: The Current Service Capability of PTTLNG Terminal

Source: MR. WUTTIKORN, 2020

developed as the Regional LNG Hub.

To become the Regional LNG Hub, Thailand
should be developed as a market centre where
demand and supply meetfor LNG re-export by
using the existing LNG Terminal Infrastructure to
provide the followinginternational-standard
services as the Regional LNG Hub:

1. Unloading Service: transferring LNG from
vessels

2. Storage Service: storing LNG in storage
tanks

3. LNG Truck/ISO Tank Loading: loading LNG
on trucks and transportingLNG to customers on
land.

4. Reloading for Standard and Small Scale
Vessel: transferring LNG from storage tank to stan-
dard and small-scale ship then transporting LNG
to domestic and international customers.

5. Bunkering: supply sepvice of LNG as ships
fuel

The following aspects should be considered
when studying theguideline of developing Thai-
land as an LNG Hub to be able to provide all
Regional LNG Hub service models internationally.

Technical Study
In the technical study of the Regional LNG
Hub development in Thailand, the examination
of PTTLNG Terminal service capability that is
currently in operation together with the assess-
ment of technical and operational limitations
were conducted to develop and improve the
infrastructure to be able toaccommodatevarious
services ofRegional LNG Hub in the future.
According to technical analysis of the current
PTTLNG Terminal service capabilitycompared to
various international-standard service mod 5
the Regional LNG Hub, it’s found that £T
Terminal at presenthas technical limit
providing small-scale LNG car




Table1l: Critical Legal IssuesRelated to LNG HubBusiness Operation

Legal Considerations

Details

1) Service scope for Regional LNG
Hub activities

» At present, the LNG storage and transformation license
still doesn’t coverevery type of LNG Regional Hub activity

2) LNG Facility service rate
designation

« Policies and rules on LNG Facility service rates should be
duly designated andincapable of competing with other
countries in the region.

3) Commercial operation for LNG
Hub

« To regulate the policy to bring LNG Hub into commercial
operation instead ofcontrolled operationfor the benefits
of flexibility and competing ability

Source: MR. WUTTIKORN, 2020

if the demand for Regional LNG Hub services
rises in the future, especially the demand for
LNG storage service, it might be necessary to
construct additional Cryogenic tanks. However,
the Terminal is currently under construction to
adequately accommodate the wide range of LNG
cargo ships.

The Study of Legal Issues, Rules and
Regulations

To conductany LNG Terminal activities in
Thailand, the LNG storage and transformation
license must be granted. And after studying
the current legal issues, rules and regulations,
it’s found that there are many critical legal
issues related to LNG Hub business operation to
consider.

To ask forsupport from the public sector
and/or related agencies, those above subjects
need to be markedly discussed in the aspects
ofpolicy, law enforcement, rule and regulation
improvement andcgndition in various contracts

- min ount of income from selling

The Study of Tax Regulation Issues

According to the current tax burden law for
the Regional LNG Hub activities and services as
shown in diagram 3, if LNG Hub user is a foreign
company with a representative who takes charge
of sales contracts in Thailand, the foreign LNG
Hub user mustinclude such income to pay
corporate income tax in Thailand (20% of net
profit). However, Singapore and Malaysia, the
competitor countries have different tax incentives
as follows:

Singapore

1. In Singapore, the Global Trade Program
(GTP) was implemented, which offers a reduced
CIT (corporate income tax) rate of 5% on income
from LNG trading.

2. The applicant companiesmust be required
to meet multiplecriteriarequired bythe law such
asminimum domestic expenditure designation
professional trader employment rate a




Diagram3: The CurrentTransactions and Tax Burdens
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Malaysia

1. In Malaysia, the Global Incentives for Trading
(GIFT) program was established to encourage
investors to use Malaysia as an international
trading hub. And the companies that exclusively
operate LNG businesses will be granted reduced
CIT (fixed rate at 3%).

2. The applicant companies must be
registered at Labuan via the establishment of
Labuan International Trading Company (LITC).
However, they are allowed to set up their
operational officesanywhere in Malaysia. To enjoy
the benefits from the program, the applicants
are required to meet criteria such asachieving an
annual minimum turnover of USD50 million,
achieving minimum annual business spending
of RM3 million andemploying at least three
professional traders.

Therefore, to support Thailand to become

Also, the public sector should encourage foreign
corporations to invest in Thailand to boost the
competitive potential of the country to become
superior to Singapore or Malaysia, the competitor
countries. Moreover, tax incentives such as import
VAT exemption or corporate income tax reduction
can help attract both domestic and international
entrepreneurs to do businesses in Thailand’s LNG
Hub.

The Competitive PotentialAssessment Study
Compared to Competitor Countries

In assessing Thailand’s competitive potential
of being a Regional LNG Trading Hub, 3 main
competitor countries in the region are compared
with Thailand, namely Singapore, Japan and
China. Also, other factors affecting the competitive
capability are considered. The results of the

comparative assessment are su




Table2: The Result of theComparative Assessmentof Different Factors Affecting

on Competitive Capability

e

Contro

and Reform
- Commissio

such as Japan
and South Korea

Thailand In 2020 All gas price No The gas is transported | Located near TPA is provided
5.5 MTPA structures are via a large-scale the countries in | at the jetty and
LNG controlled by natural gas pipeline | the region that | PTTLNG Map Ta
demand the public network, especially are in high Phut LNG
growth sector. in the central part | demand for LNG receiving
forecast and eastern part of such as terminal.
- 2021 the country.And it’s Myanmar,
6.4 MTPA transported by Cambodia,
- 2027 trucks inother areas. | Sri Lanka and
13 MTPA Singapore.

Singapore 3.2 MTPA The retail gas Yes The natural gas Located near TPA is provided
price structure (bySGX pipeline network is | the countries in by Singapore
for small-scale LNG mainly in the the region that LNG Terminal.

customers is Index) western part of the are in high
controlled by country and LNG has | demand for LNG
the public been transported via such as
sector. trucks by Singapore Myanmar,
LNG Terminal since Vietnam,
2017. Cambodia,
Sri Lanka and
Thailand
Japan 74.4 MTPA Retail Trade Yes In some areas of the | Located near Amix of TPA
Liberalization (byJKM) country, the gas is | the countries in &nTPA
was conducted transported via a the region that | (Negotiated TPA)
in April 2017. natural gas pipeline are in high is provided.
(withoutretail network. And it’s | demand for LNG
market control) delivered to other such as China,
regions by trains, the Philippines
ships and trucks. and South Korea
China 68.9 MTPA The gas price Yes The gas is Located near nTPA
structure is (byChina transported via a the countries in | (Negotiated TPA)
controlled by Ex-Plant large-scale natural the region that | is provided only
National LNG Price gas pipeline are in high at Petrochina’s
Development Index) network. demand for LNG terminal.




The Potential Benefits and Effects of Project
Implementation

The Regional LNG Hub development in
Thailand will provide benefits in many dimensions
as follows:

1. Benefits on the overall economy and
employment ratein Thailand

The investment and income resulting
from both direct and indirect Regional LNG
Hub development bring about economic and
employment rate benefits to Thailand.

1.1 Direct Impact: economic and employ-
ment rate impacts from these following factors:

1.1.1 Investment from the Regional
LNG Hub development such asadditional
infrastructure construction (LNG storage tanks
and jetty improvement).

1.1.2 Incomefrom providing LNG Hub
service

1.2 Economic and employment rate
impacts results of industries related to goods
supply chain and/or services related to direct
impact such as construction business, steel
production business, coal and petroleum
production business.

1.3 Induced Impact: it’s from further
spending the direct and indirect income resulting
from employment in the industry on other
businesses such as consumer goods expenditures,
restaufants and recreation activities.

2. Benefit on building energy security
The LNG Hub development project in
Thailand encourages multiple buyers and sellers
to emerge in the market. Moreover, it generates
options for Thailand to build a regional energy
security network to accommodate the continu-
ral gas in the

3. Benefit on increasing efficiency on energy
infrastructures utilisation

The development of LNG Hub'is to get the
most out of the existing energy infrastructures
such as LNG Receiving Terminal and related
infrastructures.It also helps create economic
value to the country by using the Economy of
Scale concept from providing services in the
growing regional market. As a result, Thailand is
incapable of expanding LNG infrastructure and
reducing the investment and expenses burden
that is passed on to consumers in Thailand.

4. Benefit on generating business opportu-
nities in the natural gas industry

The LNG Hub development project helps
create opportunities for business development
throughout the LNG Value Chain such as LNG
Trading, Bunkering Service and Trucking. It also
increases the use of natural gas which helps
decrease impacts on the environment in indus-
trial and transport sectors and in the areas that
the natural gas pipeline networks are out of reach.
Those impacts not only confirm the national
energy reform plan, but they also expand devel-
opment on the industries and employment rate
in the region.

5. Benefit on enhancing the competitive
potential of the country

Apart from enhancing LNG trading and
transport by taking advantage of being on a
strategic location in ASEAN to become the
Regional LNG Logistics Hub, Thailandwill be
incapableof enhancingother service sectors as
well.

5.1 Financial Sector: In the future,
Hub will be able to encourage the eme
the Financial Gas Market. Such a ma
tradmg serwces




insurance helps increase business growth and
employment rate in the financial sector.

5.2 Tourism Sector:LNG Hub can help
attract business tourism (MICE) among the LNG
trade group as same as the Petroleum Hub of
Singapore.

The Current Situation onLNG Hub Development
2018
The subject“Generating Opportunities for
Thailand to Become the Regional LNG Hub” was
contained in the national energy reform plan.

2019

PTT and PTTLNG suggested including the
LNG hub development in the ERC Sandbox
project of the Energy Regulatory Commission
(ERQ).

2020

The technical test on Reloading Facility was
conducted.

The commercial test on Regional LNG Hub
service models was commenced under the ERC
Sandbox project to gather data for the next phase.

2021

In January 2021, a 60,000-ton cargo ship of
LNG (Reloading service) was commercially
exported which it’s the LNG remainder from
domestic demand during the low-demand period
and it helped reduce the cost of natural gas in
the country as well.

In April 2021, the National Energy Policy
Council (NEPC) resolved to acknowledge the result
1 approved the export

Conclusion

After studying the energy situation in
Thailand, in the region and the world, it shows
that the importance and the demand for natural
gas and LNG, the renewable energyrise. Also, the
LNG preemption and import ratein many counties
increase.In 2011, Thailand was the first country
in Southeast Asia to import LNG. Apart from
having the highest demand for LNG in the region,
Thailand is also prepared in many aspects such
as natural gas network and the biggest LNG
receiving terminal in the region.And as a
country strategically located in the middle of
CLMV countries group (Cambodia, Laos, Myanmar
and Vietnam), Thailand, without a doubt, has the
potential and advantages to develop itself as the
Regional LNG Hub.

In 2018, the Regional LNG Hub development
project in Thailand was contained in the national
energy reform plan. Also, PTT Group arranged and
conducted technical and commercial tests which
proved that the country has potential and the
project itself provides benefits in many dimen-
sions. Therefore, the public sector and related
agencies should push forward and support the
project in the aspects of policies and regulations
to make Thailand become an important energy
strategy in the region as well as to create
economic value for the benefits of stability,
prosperity and sustainability of Thailand.
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