
‘Hub Pricing’ Suggested for Determining Natural Gas Prices 

8th Asia Gas Partnership Summit concludes 

  

NEW DELHI, December 4, 2013. Partner, European Gas Team, Booz & Company, Robert  
Oushoorn has recommended  the adoption of ‘’ Hub Pricing”  mechanism for concluding natural 
gas prices for commercial transactions rather than fixing natural gas pricing on long term 
contracts. 
  
Henry Hub Natural Gas (NG) Futures allow market participants significant hedging activity to 
manage risk in the highly volatile natural gas price, which is driven by weather-related demand. 
They also provide efficient transactions in and out of positions. 
  
Speaking on a ‘Legal, Regulation & Pricing Trends in International Gas Market’ on the 
concluding  day of  8th Asia Gas Partnership Summit  here today,  he said that the key reason for 
price shift in Europe based on long term natural gas contracts is that it had become over-
contracted  in which buyers and sellers were stuck in contracted relationship . 
  
In such an arrangement, the price of natural gas did not either lower or minimize, said Mr 
Oushoorn,   explaining that EU policy on natural gas provides for reduced price mechanism 
under provisions of its natural gas legislation that is applicable to its 28 countries. 
  
The two-day summit was being organized by Federation of Indian Chambers of Commerce and 
Industry (FICCI),   promoted by Gas Authority of India Ltd (GAIL) and supported by International 
Gas Union (IGU) and Natural Gas Society). 
  
Mr.  Oushoorn  was also of the view that the acceptable formula under which gas prices are 
presently determined are through negotiations and with the help of an arbitrator, especially at 
time when new discoveries are being made which have resulted in a fall of up to 20 per cent in 
natural gas prices.  
  
This    phenomenon could further intensify in the near future with abundant availability in 
natural gas to benefit economies that have potential of scale, he said, adding that  suitable 
legislation  and transparent regulation on natural gas pricing would make it the fuel  for wider 
consumption in the future. 
  
 Global Gas Manager Director, Gas Natural Fenosa, Spain,  Mr Victor Tunon, in his address 
informed the participants  that gas consumption in Spain decreased by 10 bcm in recent years 
as a consequence of efficiency, use of renewables and depressed demand due to the financial 
crisis of 2007. On the possibilities for  increased gas consumption in future for industrial use, he 
said that fossil fuels will still play dominant role for another few years before natural gas and 
LNG replace them. 
  



Vice President  of Fearnleys LNG,USA,  Dr Richard Pratt,  in his remarks, pointed out that in LNG 
pricing, demand alone was not responsible, supplies are equally responsible. 
  
Partner, Baker & Bots, USA,  Mr  Steven Miles in observed that  USA exports LNG only to 
countries with which it has a  FTA  and the trade is highly regulated so as to plug any possibility 
of its misappropriation. 
  
The Additional Secretary, Ministry of Petroleum & Natural Gas, Mr. Rajive Kumar, also 
emphasized the growing need of natural gas saying that entire Asian region, particularly India 
would have to gear up to upscale the production for natural gas trade by 2020 even the Middle 
East will become second- largest consumer of natural gas . 
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