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Challenges and opportunities for gas
in the EU 1.

« EU Member States (just like all other countries) are keen
to keep a strong handle on national gas policy due to
considerations of SoS

« National gas companies are often proxies of national
policies

« National and overall EU policies/interests are not always
aligned

 But Energy Union concept is providing fresh impetus for
joint work

Gas is the business of (also) politics
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« Even with oil-price-induced drop in gas prices, gas still
relatively uncompetitive vis-a-vis coal for powergen

« With EU production falling EU more reliant on imports BUT
RU and NO make up ~80%!
« Huge worldwide LNG supply growth coupled with soft

demand may test ,,conventional economics” for alternative
sources — EU should be prepared to benefit...

« ...but with no structural demand increase in sight,
infrastructure build needs to be very targeted while
,Soft”/regulatory market integration can also deliver

Gas is the master of its future in the EU energy mix




Gas routes to the EU

Given current EU demand range estimates of 380-450 bcm
by 2030, the EU in general has sufficient import capacity
(250+bcm from RU, ~200bcm LNG, ~140 from NO and
~70 from the Mediterranean plus 10 bcm from SGC)

Internal EU constraints may necessitate some further well-
sized LNG regasification infrastructure while new routes
under discussion for RU gas are largely replacing existing
ones

EC is set on ensuring that all new pipeline projects are in
line with EU rules!




Gas in SEE: challenges multiplied!

 Lack of diversification!

« Lack of interconnecting infrastructure/Projects
remain projects!

« Historic role of gas transit — mixed blessing, e.q.
lack of third-party access!

« Historically difficult cooperation among Member
States/neighbouring countries

« Political history

« Correspondingly lack of market integration and
reduced optionality as regards gas supply

CESEC has been launched to crack the code for gas supply in the
region! It is a strategic priority for the EC!




Stress Test 2014

European

Definition of 2 modelling approaches
(e.g. 6-month RU disruption)

Optimal crisis management
Price-responsive market functioning
Perfect cooperation between Member States

Sub-optimal crisis management
Price-responsive market functionjing

Member States export gas only if own demand
completely satisfied

-> Disruption focused on limited number of
countries but with higher relative impact

Source: ENTSOG

G-manth RU disruption
Ogtimalerisis manage ment
LI Share of disrupted demand in February

<10%
10-207%
| 20-60%

BO-80%
20-100%

G-month RU disruption
Sub-optimal crisis managsment
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Share of disrupted demand in Februany



Challenge/response specific to Central and South-

Eastern Europe

Missing diversification infrastructure and internal
bottlenecks prevent improved supply options

Central and South-Eastern
European Gas Connectivity
(CESEC) High Level Group
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HLG launched in February 2015
in Sofia to jump-start
diversification and market
integration efforts in the region

>

to accelerate building of
missing key gas
infrastructure links

to tackle technical and
regulatory issues which
hamper security of supply
and development of an
integrated market

target is access to three
supply sources for all
countries in the region



Central and South-Eastern European Gas
Connectivity (CESEC) High Level Group

Memorandum of Understanding:

A political agreement of 10 July 2015 on

e focusing regional efforts on the advancement of
key projects

e Promoting market integration and well-
functioning markets in the region

o Next steps: ,non-sexy” implementation!
o Next HLG planned for Budapest in May 2016

Sides
EU, AT, BG, EL, HR, HU, IT, RO, SI, SK, ALB, FYROM, SRB, UA, BiH, MD
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Central and South-Eastern European Gas
Connectivity (CESEC) High Level Group




Central and South-Eastern European Gas
Connectivity (CESEC) High Level Group

Action Plan:

e Jdentifies seven (+ possible three) priority
projects for interconnection and LNG terminal
infrastructure

e Introduces targeted ways to solve the project-
specific implementation challenges

e Sets out actions to tackle regulatory aspects of
market integration issues in the region

mm) Action Plan implementation up and running /

EU financial and technical support available
e
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Commission

#EnergyUnion

@Energy4Europe

Our core values - excellence, transparency,
integrity




