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SER B 4?2 What's the target of liberalization?

Wholesale gas price (€MWh)
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Source : 50eS, World Data Bank, Energy Information Administration (2017)
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there is no fixed formula for liberalization, but all let the market decide
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MEAS—IXIR, {HiEBEEEM R not a straight way, but go for it

*Regulated or negotiated TPA
sGradual market opening

s Accounting unbundling
sIndependentregulation

2000 & 2003:

LISBON AND

BARCELONA
COUNCILS

#Acceleration of liberalisation

*Several markets already opento competition
*New legislation launched

sFullmarket opening scheduled for 2005

2003: SECOND
GAS DIRECTIVE

*Gas and electricity treated equally

*Regulated TPA

sMarket opening for all professional customers decided for 2004
sLegalunbundling

eTransit and transport treated equally; TPA exemption for new infrastructure

2004 & 2005:

4th AND 5th
BENCHMARKING
REPORTS

#Lack of customer switching
sIndustry concentration
sInsufficient market integration
#Prices haven't fallen as expected

2007:6th
BENCHMARKING
REPORT AND 3rd

PACKAGE

sIntegration of environmental and energy measures

sOwnership unbubdling

sEuropean agency of energy regulators to moniter cross-borderissues
 Energy security and market integration left ta Member States

BT LA, BEAIRES

The amendments were along with the process

Annual pipeline construction (km)
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FRHIS 3 =5 A FUHEN R TPA is the key element

TPA Services

TPA ServiceTariffs

Capacity Allocation
Mechanisms
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Capacity Trading

Source: Arthur D. Littie
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How to balance the benefits is very important

® Minimum services to be offered by the SO to the third party
shippers; and the characteristics of the services thersin

m Tariffs charged by the SO to the third party shippers for the
services offered by a pre-determined methodology which is fair
and fransparent

B Mechanism by which the SO allocates pipeline capacities to the
third party shippers in a fair and non-discriminatory manner

®m Procedures to prevent hoarding of capacities and thereby
maximize capacity utilization and prevent stifling of competition

m Rules to maintain discipline amongst the players 1o avert over/
under pressure related crisis in the linepack and prevent
disruption of supplies

B Rules to govern flexible and free trading of capacities amongst
the third party shippers

® Rules for liabilities and indemnities
®m Rules for gas quality
B Auxliary regulations e.g. unbundling and competition rules
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T ¥ NS £ X EE the structure of the market is important
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Shipper is the main player and also under the regulator
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T HE R % E R EE the structure of the market is important
m

2005 2011 2014 2014 2015 2016
TTE 37 60 ¢ 130 30 45 >40
NBP c.80 c¢.160 ¢.200 40 45 >40
NCG+GPL n/a n/a €.95 25 30
PSV n/a 112 118 12 15 18
ZEE+ZTP 53 78 82 15 15 15

CEGH/VTP n/a 40 53 10 15 15

PEG Nord 3 . = 10 10 15
PEG TRS - & B
VOB n/a n/a 16 <10 <10

PVB n/a n/a 70 <5 <10

*the number of companies registered to trade at each of the hubs, or registered as Shippers;
** the estimated number of participants who regularly trade.

FLEHENIUNBET RIEEERIEM

The shippers is playing important role
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R ER 8] /518 B #x it need time
Markets
/\/\/ Evolution of traded volumes on European

market places
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Source: Gas in Focus consolidated data

* PEG Nord, PEG Sud and PEG TIGF (before 2015)
= 2016 volumes are a projection based on January-Seprember data

FEEERERNEE, BREALFUERNEZ EFZHR

Even China start the reform now it will need more than five years to see the fruits
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E T ER 7] 514 B #5 it need time
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The direction is similar even the path could be very different
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T 5O E R BRI the frading centers evolvement

European market places’ level
of maturity

European hubs level of maturity is
determined by the combination of 5 criteria:

. Number of participants
. Products diversification
. Traded volumes

. Data exchanges

. Churn rate

J

Source: The Oxford Institute for Energy Studies (May 2017)

BEHEANRIBUR, BEHNER (TWpHsite) , €MMmaHEE, REKF EEBMEAR) , BEIAL

There are conditions to have a successful trading center
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H'e—iA iR other takeaways

BE D EN

No free lunch

AT
Privatization not
mean liberalization

i W] AR B2

Transparency

o
Compromise is
necessary

HEANRN, FREFEZD

The liberalization is not free, take lessons, and compromise
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