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NORTH AMERICA

PGNiG Inks Another Sempra Deal after 
Scrapping Texas SPA, Boosts LNG Offtake 
From Venture Global

Polish Oil and Gas Co., aka PGNiG, has scrapped one deal and 
signed another with U.S. developer Sempra related to North American 
liquefied natural gas (LNG) supply. 

The memorandum of understanding (MOU) announced Tues-
day was signed after PGNiG canceled a previous sale and purchase 
agreement (SPA) to buy 2 million metric tons/year (mmty) of LNG 
from Sempra’s planned Port Arthur, TX, export facility. 

Under the new nonbinding agreement, Sempra and PGNiG are 
to work together to transition the Port Arthur SPA to Sempra’s North 
American LNG portfolio. The companies would also work toward a 
framework to report, mitigate and reduce greenhouse gas emissions 
“throughout the LNG value chain” as part of the MOU, PGNiG said. 

PGNiG said it had terminated the SPA because of Sempra’s 
delays to sanction the Port Arthur LNG facility. Sempra had planned 
to make a final investment decision (FID) this year, but it now is tar-
geting 2022 for sanction.

“The MOU allows for shifting the volumes originally contracted 
at Port Arthur LNG to other facilities from Sempra LNG’s projects 
portfolio,” PGNiG CEO Paweł Majewski said.

Sempra’s Cameron LNG facility in Louisiana is in operation. 
Last month, it said it was focusing on expanding the facility while 
looking into ways to lower the carbon footprint at Port Arthur. The 
company’s top priority, however, is advancing the Energía Costa Azul 
facility in Mexico, which was sanctioned last year and is expected 
to be operational in 2024.

“We look forward to continuing to work with PGNiG to help 
meet their energy objectives from our strategically positioned LNG 
facilities and development projects on the Gulf and Pacific Coasts 
of North America,” said Sempra LNG CEO Justin Bird.

PGNiG Tuesday also said it has agreements with Venture 
Global LNG Inc. to purchase 2 mmty from the privately held de-
veloper’s Calcasieu Pass and Plaquemines LNG sites in Louisiana. 
The SPAs would boost PGNiG’s offtake from Venture facilities to 
5.5 mmty for 20 years.

The deals come amid greater optimism in the LNG market 
...cont' pg. 4
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around long-term offtake contracts as spot prices remain strong. Ac-
cording to NGI data, spot Japan-Korea Marker prices in Asia were 
in the mid-$14/MMBtu range and the Title Transfer Facility (TTF) 
benchmark in Europe was above $12 on Monday.

Under the new SPAs, PGNiG would purchase 1.5 mmty from 
Calcasieu Pass, which is under construction, instead of the previously 
agreed 1 mmty. Meanwhile, the volumes purchased from Plaquemines 
LNG, which has yet to reach FID, would increase to 4 mmty from 
2.5 mmty. The volumes would be contracted on a free on 
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. . . from NORTH AMERICA - PGNiG Inks Another Sempra Deal, pg. 1

board basis. Commercial deliveries from Calcasieu Pass to PGNiG 
are expected to start in early 2023, according to the Polish company.

“LNG plays a vital role in PGNiG’s strategy,” Majewski said. 
“It is a key component of our supply portfolio diversification and the 
plan to reinforce the energy security of our customers. Moreover, 
based on LNG, we plan to develop our commercial activity in the 
global trading market. Expanding our cooperation with Venture 
Global LNG fits in with both of these goals.” n
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ANALYSIS

Even at $4.00, Higher Natural Gas Prices 
Needed, Says Raymond James

Natural gas prices crested the $4.00/MMBtu mark last week, 
and though the gains may have come quickly, price may need to be 
higher to incentivize more coal in power generation to help balance 
the market, according to Raymond James & Associates Inc.

Coal’s share of the power generation stack would 
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have to increase by more than 3 Bcf/d year/year in order to achieve 
this, Raymond James analysts said in a note to clients Monday. 
Whether the power market has the capability to achieve this, however, 
is the “biggest point of contention” among investors.

U.S. gas prices have had a “huge summer,” said analyst team 
led by J.R. Weston. The New York Mercantile Exchange 2021 strip 
has rocketed higher, largely on more constructive weather. While 
domestic liquefied natural gas (LNG) has recovered from 2020’s 
pandemic-induced lows, production also experienced a 
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significant rebound. This has helped to offset the gains in exports.
“While the ‘return to normalcy’ was a bit quicker than we 

modeled last year, producer discipline and limited incremental 
U.S. Northeast pipeline takeaway capacity should keep a lid on 
the supply response,” Raymond James analysts said. “With this 
context, we still think price-induced demand headwinds are neces-
sary to keep year-end U.S. natural gas inventories at ‘normalized’ 
levels in both 2021 and 2022 — not drifting too far below 4 Tcf.”

As such, the analyst team is modeling 2021 Henry Hub prices 
to average $3.50, up 13% from its prior forecast. Prices in 2022 
are projected to average $4.00, up 20%.

The Energy Information Administration (EIA) similarly 
raised its Henry Hub price outlook. In the July edition of the 
agency’s Short-Term Energy Outlook, the EIA said it is raising its 
projected average Henry Hub spot price to $3.21 for 2021, a 14-
cent increase over the previous month’s projections.

Even then, the Raymond James analysts said the argument 
could be made that U.S. inventories at that level might still be too 
low. With LNG exports increasing more quickly than nationwide 
storage capacity, days of inventory in the U.S. natural gas market 
are getting increasingly tighter.

As of July 16, total working gas in U.S. storage facilities was 
at 2,678 Bcf, which was 532 Bcf below year-ago levels and 176 
Bcf below the five-year average, according to EIA.

Coal To The Rescue
The Raymond James team sees the economic switching 

between coal and gas remaining the key variable in balancing the 
market. The analysts, including John Freeman and senior research 
associate Graham Price, noted that in 2020, coal accounted for only 
19% of the power stack, down from 33% in 2016.

The International Energy Agency also noted earlier this month 
that sharply higher energy demand has given coal the edge this year.

In the last two years, natural gas has made up for much of 
that lost coal generation, especially as Covid-19 decimated export 
demand and helped send Henry Hub prices down to around $2.00, a 
“very competitive position” relative to coal across essentially every 
U.S. power market, the Raymond James analysts said. In response, 
peak U.S. gas power burn exceeded around 45 Bcf/d and averaged 
roughly 39% of the annual electric generation mix at a record 31.6 
Bcf/d (up 0.7 Bcf/d year/year).

With prices now up about 50% year/year, the analysts estimated 
that there’s around 2 Bcf/d of switchable capacity up to around 
$3.50 — and another roughly 1 Bcf/d if natural gas prices rise near 
$4.00 or more. However, they noted that there’s been debate about 
how much switchable capacity remains following the wave of coal 
retirements in recent years.

The United States has shut down nearly 30% of its coal capac-
ity since 2010, taking it down to around 235 GW today. However, 
“the U.S. still has substantial coal plant capacity.”

The firm noted that roughly 15-20% of total capacity in 
the United States is switchable, but there are regional differ-
ences in how much gas can be replaced with coal. The Midwest 
and Northeast have the most switchable capacity at ...cont' pg. 9
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THE OFFTAKE: LNG IN BRIEF
A ROUNDUP OF NEWS & COMMENTARY FROM 
NGI’S LNG INSIGHT

• Gazprom PJSC did not book any of the 63.7 million cubic 
meters/day of interruptible natural gas pipeline capac-
ity through Ukraine at a monthly auction on Tuesday. It 
was the fourth consecutive month that Gazprom did not 
take additional volumes. The company has been booking 
additional firm capacity to move supplies via Ukraine to 
Europe. The company also has annual volumes contracted 
through the rival country until 2024. 

• “Russia is most likely keen to ramp up Nord Stream 2 
flows as soon as possible to avoid nominating capacity 
via the costlier Ukrainian and Polish routes, coincidentally 
driving European gas prices higher amid depleted stor-
ages and high demand,” said Schneider Electric analyst 
Balint Balazs. 

• Gazprom’s decision further tightens the European market. 
Both Dutch futures and the UK benchmark closed higher 
on Tuesday. The UK’s National Balancing Point hit a 16-
year high during Tuesday trading. 

• Flows have also been cut from Norway’s Troll gas field due 
to unplanned outages, curbing output from a key European 
supply source. Meanwhile, Japan-Korea Marker spot prices 
edged closer to $15/MMBtu Tuesday as buyers continue to 
demand LNG cargoes amid competition with Europe.

...cont' pg. 10

around 0.7 Bcf/d each with replacement natural gas prices of 
more than $3.00u.

Interestingly, the Raymond James analysts said Texas would 
likely be one of the areas that sees the most switching away from 
natural gas, not only because of coal, but also the proliferation of 
wind and solar within the state. On the flip side, the New York 
City metropolitan area could see increased gas 
power burn “almost regardless” of gas pric-
ing dynamics because of the retirement of the 
Indian Point nuclear plant in April. Regional 
prices for both coal and natural gas also could 
influence switching.

“Make no mistake, in a scenario with ex-
treme pricing in the $4 range in the back half of 
this year, power generation should dramatically 
move away from natural gas — but not nearly 
to the degree we had previously anticipated,” 
Raymond James analysts said.

For now, the analysts “still feel com-
fortable” with a slight decline in gas-fired 
generation to around 38% this year, “certainly 
a meaningful change relative to our prior mod-
el.” While solar and wind are set to continue 
encroaching on coal’s “normalized” market 
share, coal should also see a modest increase 
in generation share in 2021 because of higher 

gas prices. With gas prices expected to stay elevated in 2022, the 
firm expects natural gas market share to recede slightly yet again.

However, if coal were unable to take sufficient power genera-
tion market share from natural gas this year, then Raymond James 
analysts said even higher prices would be warranted in order to 
drive changes in supply/demand balances. This could come in 
the form of slowing industrial and commercial demand, more 
incremental renewables competition, accelerating imports of gas 
from Canada or the slowing of U.S. LNG exports and pipeline 
exports to Mexico.

“The other alternative would be to simply draw inventories 
throughout 2021 by a substantial degree – creating longer-lasting 
optimism for natural gas prices,” the Raymond James analysts said. 
“This is very obviously a ‘bad outcome’ in terms of the ‘health’ of 
the overall U.S. natural gas market, but would be ‘good’ for natural 
gas prices at face value.”

High Pain Tolerance
Energy Aspects similarly noted the inability of gas prices to 

more discernibly reduce the share of gas in the power stack so far. 
The consultancy’s team said the market may need to wait until the 
fall season for that to happen. Overall loads by that time would 
likely be lower and the market requires less gas to chase afternoon 
peaks. However, the firm noted that with gas prices around $4.00, 
the market would still only be backing out gas in power generation, 
as industrial and export demand have a much higher price point 
before they start “feeling pain.

[Want to know how global LNG demand impacts North 
American fundamentals? To find out, subscribe to LNG Insight.]

“Given the slim supplier and customer inventories in light 
plastics and other segments of gas-intensive industrial demand, we 
do not expect higher gas prices for fuel/feed gas to stop manufac-
turing,” the firm said. “Increased costs are likely to be passed on to 
end-use customers instead.”

Additionally, only a small component of gas-fired electric 
generation in Mexico may be substituted back to fuel 

https://www.naturalgasintel.com/lng
https://www.google.com/url?q=https://www.naturalgasintel.com/product/lng-insight/&source=gmail-html&ust=1627504754257000&usg=AFQjCNGsYUIHNCRtOeEC4XGuzyPGGlthPg
https://www.google.com/url?q=https://www.naturalgasintel.com/product/lng-insight/&source=gmail-html&ust=1627504754257000&usg=AFQjCNGsYUIHNCRtOeEC4XGuzyPGGlthPg


10 © COPYRIGHT INTELLIGENCE PRESS 2021  |   @NGInews    |    FOR BREAKING NEWS UPDATES VISIT NATGASINTEL.COM/LNG

TUESDAY, JULY 27, 2021

oil, according to Energy Aspects. Meanwhile, Mexico appears to 
have actually increased its reliance on U.S. gas this summer, hitting 
an early record before the summer season got underway.

In a “truly” price-sensitive scenario, Energy Aspects said the 
0.2-0.3 Bcf/d of fuel oil could be substituted back into the power sec-
tor, which would make shutting off any additional exports dependent 
on how much other demand Mexico has for that gas. Piping gas to 
Mexico would still be more cost effective than LNG, according to 
the firm, especially with the wide arbitrage levels between Henry 
Hub and European and Asian prices.

“The ability to take high-priced gas would then depend on 
whether industrial customers in Mexico would pass on costs for 
fuel as similar firms do in the U.S., especially as these industrials 
typically bear the costs of system balancing many times when total 
Mexican linepack is suboptimally low.” n

See NGI’s LNG Glossary Here
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