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Structure of the presentation

o Preconditions for the
progress

o Current focus on gas
infrastructure

o Upcoming challenges;

o Conclusions
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The preconditions

o 0One supplier

o Designed gas flow was
East - West

o Limited interconnections
in the Baltic region

o Long term supply
contracts il O o oro

o Bundled ownership of
supply, transmission, and
distribution

wsm Nord Stream gas pipeline = = = (as pipelines under design ——— EEZ boundary
e Existing gas pipelines Territorial sea boundary — — — EEZ boundary (unofficial)
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Intraconnectors - development of
internal transmission grid (1)

Transmission system
was in need for:

o Redundancy

o Reliability

o Expansion
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Intraconnectors - development of
Internal transmission grid (2)
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Diversifying the supply

Klaipéda LNG terminal;
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o LNG storage
o Independent delivery

o Third Party Access for LNG
terminal users

o Alternative entry point into
gas market
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Klaipeda LNG Terminal - Impact on Prices
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System of (un)connected vessels

o  Network & Storage Access Rules in the entire
gas market of the region according to the
legal and regulatory frame

o  Single market player in Latvia at least until
2017

o  Different accounting rules
o  Different quality requirements
o  Different gas supply licencing framework

o  Lack of common virtual trading hub and a gas
exchange
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System of (un)connected vessels (2)
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GIPL - Factsheet

Infrastructure:

o 534 km of 700 mm pipeline: 357 km on PL
side and 177 km on LT side

o Investments into Compressor Stations in PL
Bidirectional Capacities:

o 24 bcm/y from PLto LT

o 17 bcm/y from LT to PL

Expected CAPEX - 558 mEUR (422 mEUR on PL
side: 136 mEUR on LT side)

External financing:
o More than 300 mEUR in total -

o Part of investment in PL covered by cross-
border cost allocation (CBCA) payments
from Baltic States

o Commissioning year - 2019

EPSOG

ENERGY EVOLUTION

Visaginas

Kotlovka

Kaliningrad

RUSSIA

POLAND ,,'ﬁ e mecon |
P 4

Co-financed by the European Union
Connecting Europe Facility

10



GIPL - steps needed to be undertaken

. 2014 2015 2016 2017 2018 2019

Contractual obligations between
Project Promoters

* Concluding the bilateral agreements, including
Connection Agreement and Interconnection
Agreement to determine the technical and financial
aspects of the Project implementation

Project realisation Start-up at the

Preparatory works end of 2019
* PCI Status, that facilitates permitting and  Technical Design of the
eligibility for EU funding Project
* EIA, basic and detailed engineering, building « Purchasing pipes, valves,
permission M&R station
* Construction
Securing sources of financing - Start of operation

* Funding from EU - CEF

e Concluding the four lateral Inter TSOs agreement on
CBCA decision (ACER)

* 0Own funds provided by the Project Promoters

e Commercial interest in short and long term capacity
bookings
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GIPL - bilateral importance?
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Security of supply with GIPL
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Transition from regional market to
energy union

e Part of backbone of Energy
Union

e Interconnection with region
(East Baltic) rather than
countries

A major pre-condition for the
development of the most of
other PCIs in East Baltic region
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Transition from regional market to

energy union (2)
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17.06 EUR/MWh

7

17.7 EUR/MWh

18.5 EUR/MWh

GET Baltic
16.95 EUR/MWh

[ < GIPL |
TGE I_I

NCG, 14.7 EUR/MWh
GASPOOL

12.7 EUR/MWh

Interconnection between
Baltic and EU gas markets

A major pre-condition for
the development of the
most of other PCIs in East
Baltic region

Price convergence

Klaipeda LNG terminal and
GIPL significantly increase
importance of the
transmission network of
Lithuania in the BEMIP
region
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Transition from regional market to
energy union (3)

Advantages waiting ahead:

Location spreads

Natural Gas hubs

Transparent and
non-discriminatory trading rules

 Harmonised and standardised
trading and settlement processes

e (Cross-margining benefits from the
common clearing house

 Developed market products

 Trading volumes - 110 TWh
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Conclusions

 Energy independence has increased
e Baltic states' common policy is somewhat illusive
« Common regional gas market - step towards Energy union

e GIPL - great opportunity and a precondition
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