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EU Quo Vadis project: a way forward to the
(mythic) EU Fourth Energy Package or an attempt to
(consistently?) assess efficiency of the EU
regulatory system (constructed within past 6 years)
for the emerging single domestic EU gas market on
the basis of the Third EU Energy Package?
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UHCTpYyMeHTbl BHYTPEHHe Ainbepanunsaumm n mexxayHapoaHou 3KCnaHCcum acquis
communautaire EC (3HepreTtuka): ucropua gamHoi noutu B 70 ner

Mapuxxckun fdorosop (1951) => EOYC Pumckun forosop (1957) => E3C

MoBbiweHue yposHA nubepanmnsaumm s PacwumpeHue 30HblI
paMKax 30Hbl npumeHeHua acquis EC npumeHeHua acquis EC
UHCTPpYMEHTbI ' UHCTPpYMEHTDI

YKeCTKOro npasa YKeCTKOro npasa

- Mepsbiit sHepronaker | Ec < Y - PacwumpeHue EC - MonnTtukKa
EC (1996/98) acry, A3y (6=>9=>12=>15=>25=>27=>28) Aobpococea-
- Bropo# sHepronaker - Llorosop K dHepreTuyeckom crBa (2004)
EC (2003) Xaptum (A43X) (1994/1998) - BocTouHOe

- TpeTuit aHepronaker - floroBop 06 dHepreTUYECcKom napTHEpPCTBO
EC (2009) Coobwectse (A43C) (2006) (2006)
- .. (?22) - .. (22?) - .. (?2?)

TpeTnit sHepronaker o N . .
Ha U3 PpaKTUUECKUX Leneit mexkayHa 3KCMaHCcUM aTenbcTBa
EC (2009) poaom u3 A 4 AyHap fatent
EC — o6ecneunTtb cTaHAapPTbl PaboTbl U 3aWKUTHI MHBECTULUMN 3a

Pumckoro florosopa py6exkom, afeKBaTHble YyCI0BUAM MX paboTbl U 3aLwUTbl BHYTpU EC =>
(1957) n EOYC (1951) CHUYKEHMEe TPAH3aKLMOHHDbIX U34eprKeK, NOBbILEHUEe KOHKYPEHTOCNoco6bHoCTH

A.Konoplyanik, Quo Vadis, Skolkovo Energy Center, 19.04.2017




«Mpbl cTpOUAN, CTPOUAN N, HAKOHEL,, NOCTPOUNN...»
Sept. 2004: DG COMP raid on EU head offices of VIC (collection of
information database for coming DG COMP ESI)

January 2007: DG COMP “Energy Sector Inquiry” (ESI) published

Sept. 2007: EU announced development of Third Energy Package (TEP)

03.09.2009: TEP entered into force (5 doc’s for Electricity & Gas)

— 02.09.2009 (Alpbach) :

* (i) W.Boltz (WB) proposal to A.Konoplyanik (AK) to organize a meeting (Gazprom vs.
EU energy regulators) to explain EU intentions regarding TEP;

 (ii) AK counter-proposal to WB: RF/GG experts will explain its justified concerns
regarding TEP;

* (iii) converted to a series of meetings
— 19.01.2010: 1% informal consultations (29t round on 14.02.2017)
03.03.2011: TEP to be incorporated in internal legislation of EU MS

— Oct.2011: Russia-EU Gas Advisory Council inaugurated with three Work
streams: WS1 “Forecasts”, WS2 “Internal market”, WS3 “Infrastructure”

— 29" meeting of WS2 “Internal markets” on 14.02.2017
2010-2016: Framework Guidelines, Network Codes, Gas Target Model(s)
— 06.04.2017 two last NCs entered into force (CAM NC INC & TAR NC)

2017: Quo Vadis => evaluation of efficiency of regulatory framework
created through the period («ocTaHOBUTbCA, OFNAHYTLCA... »)

— Q: How best to do this exercise? .
A.Konoplyanik, Quo Vadis, Skolkovo Energy Center, 19.04.2017



TpeTtun dHepronaker EC (ras)

Tpetbsa NazoBasa OQupektuBa EC 73/EC/09
(eamHble npaBuna)

N 3 OOKYMeHTa - opuauvyecku
ob6A3biBalOWmMe, BCTYNUIU
B cuny 03.09.2009, HO ...
omcmasaHue om

PeryaupoBanne PeryaupoBanue 715/2009 I O N e
713/2009 (AreHTCTBO (nocTyn K el O, S
ra3oTpaHCIOPTHOMN cmpaiECHGS Sl
1O COTPYHIECTRY L cm.54 => 03.03.2011)
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' ™ Pa3zpaborka
@ @ @ IIMPT — u,
oryactu, CK mo
PamoyHble LleneBas HOBBIM
PykoBopswue MoAernb pblHKa MOIIHOCTSIM
Yka3aHus rasa (LUMPT: I'TC -
— 2011 2013) HHUIIMHUPOBAHA
’ POCCUIICKOUA
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1 CTOpOHOI !!!
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lNpedbidywan Eepokomuccus ompMpmoeana 8 KoHue 2014 2., ymo nod2omoekKa
dokymMeHmoe Tpembe20 3Hepa2onakema 8 OCHOBHOM 3asepuwieHa, Ho de ghakmo
3aeepuwusiacb moJsibKo 8 Ha4yasie 2017 2.: dea nocnedHux CK (no Hoebim MmouwiHocmsim 'TC
u no mapugham): nybnukayusi 17.03.2017, ecmynnerHue 8 cuny 06.04.2017 => Tenepb
(2017): Quo Vadis => oyeHka aghghekmueHocmu (0ocmaHo8UMbLCSl, O2J/ISHYMbCH...)

A Konoblvanik Ouo Vadis Skolkovo Enerav Center 19 04 2017



O6uwan cxema npouecca pa3paborkm Ceresbix kogeKkcos TIM:
6 net, 12 KopgeKkcos - HensbexXHa aCMHXPOHU3aLUMUA

PamouHble
NMocTtaHOBKaA PykoBOAALLME
NPUOPUTETOB YTBEepXKaeHue

YKasaHusa PPY (EK)
(EK) (ACER)

CeteBoM
KoAeKc
(ENTSOG)

PeBusuna lNpoBepkKa

(ENTSOG) (ACER)

YTBEepaeHue Komuronorua
(EK) (EK)

Ha ocHoBe: «/lInbepanunsauma eBponeinckoro pbiHKa npupoaHoro rasa» // 000 «la3npom skcnopTt», M3 life —
BHyTpuKopnopaTtueHbIn btonneteHb, mapt 2017, c. 10

A.Konoplyanik, Quo Vadis, Skolkovo Energy Center, 19.04.2017



OcHoBHbIe aTanbl dopMupoBaHus pbiHKa rasa EC 8 pamkax peanusauuu TOl1

2009

2010

2011

2013

2014

2015

2016

13.07.2009 - ouumansHo onyénukoeaHa TpeTha razoean
aupexTnea u Pernamentsl No713/2009 u Ne715/2009.
01.12.2009 - co3navo oGveausexmne ENTSOG,

MNpwuuat nepsoid JecatunetHri nnad pa3sutua cetei (TYNDP).
ENTSOG nposoaut aktyanu3auvio TYNDP kaxasie nsa roaa.

Coapanue Aresrcrea ACFR

€ 01.10.2013 npumeHseTcs ceTeBoil Koexc
YNPaBNeHns neperpy3xkamu.
Mpuuar CereBoR KOACKC pacnpeaeneHna MoWwHocTen

MpuHaT Catagoi KoAEKE GanaHCUpoBKi

Mpuuar CeTeso KOLEKC CUHXPOHHON paboTLl CHCTEM

Paspatorka GTeROro koiekca no Tapudam n

nonpanok & Cerenon KOAGKE No PACHPEACTEHAI MOLMOCTEN
(npuuate 16.03 2017),

YCTaHoBNeHb! NPaBuNa MYHKUNOHAPOBAHWUA F230B0I0 PhIHKZ -
OTAENEHUE TPAHCNOPTHOr0 Gu3Keca o1 o6Lei cTpyKTyps! BUK,
obecneseHue LoCTyNa TPeTbiX CTOPOK K MHMPACTDYKTYDE,
CePTUDNKALINA CETEBLIX 0NEePaTopos, 1 Np.

MNpoxoauT npouect umnnemenTalun TN B HaLKMOHaNLHbIE
3aKOHOAATENLCTRA.

YCMNNBas 10 BIINARNE DEIYIATOPOE Ha PBIMOK

CocToANOCh NUNOTHOE BHEIPEHUE NNATHOPMbI
no 6poHupoBakuMio MolHocTel PRISMA

2014 10/l pACCMATPUBAIICA B KAHECTRR LENLEOI0
CPOKA 3aBEPIEHIA QIOPUUPOBAHNA GLUHOO Polkika EC

MpUHATA MHULMATHBA NO CO3AAHIID IHEPTETUYECKOrD COK3a

B 2016 rony nactynun cpor oOAZTENEHONG NPAMEHE KA

B Crpanax FU prfia CeTemuy KOMereon i JONCHnEeA «
(C MAA ~ CRTBBORG KOAEKCE CUHAPOHRORN paloTel CACTEM,

€ WIOHA ~ NPABUNG USE-IL-0F -JGSE-Il («UCHONK3YA-UNK-TENARS )
JUM TDAHCHOPTHON MOUHOCTH Ka KPATKOCHOYHOR GCHOES

7 DAMKAY KOAGKCA YIPAENEHNA NGOG DYAKAMA
C OKTAGPS — CETEBOTU KOAEKCA 110 BONPOCEM GAaHCRPUEKA Ui
PRAA CTPaH, M8 PaHee ero NPUMeHHKE HbiN0 OTNOXEHD NO
PELLEHAIO HALMOHANLHEI PETYNATOROS),

NcTouHMK: «/Inbepanunsauma eBponeinckoro pbiHka npupoaHoro rasa» // 000 «lMa3npom skcnopTt», M3 life —
BHyTpuKopnopaTueHbIi bonneteHb, mapt 2017, c. 4
A.Konoplyanik, Quo Vadis, Skolkovo Energy Center, 19.04.2017



Russia-EU cooperation within GAC on TEP NCs

e Examples: GTM, CAM NC INC & TAR NG, ...

« GTM (2011-2013): initiated, inter alia, by Russian side within GAC +
fight against initial GTM deficiencies

— Initial proposal by EU consultant: only spot, not LTC, trade not delivery,
etc...

e CAM NCINC & TAR NC (2013-2016):
— Jan’ 2010: CAM NC (Reg.715) is not optimal

* allocation of existing capacity only, no procedure for development of new

capacity, wrong perception that new capacity is not needed in EU (based on 70%
utilization rate of existing EU GTS)

— first ever participation of RUS/GG representatives in drafting EU
legislation (as sparring partners/ 2 of 6 ”Prime Movers”)

— 2016: test study of draft CAM NC INC with ENTSOG & 3 EU TSOs (Dutch,

Belgian, French): final stage — 9 improvements proposed — all agreed
upon by CEC & Comitology)

To use accumulated positive experience of RF-EU cooperation within
GAC on topical sensitive issues for Quo Vadis (2017)

— Efficiency of regulatory framework assessment = task for WS2 GAC




Quo Vadis: how best to organize the cooperative process

* |nthe import-dependent EU, assessment of efficiency of
domestic regulatory framework cannot (SHALL NOT) be done
from the internal EU standpoint only, but within the “Broader
Energy Europe” perspective (with due regard to justified
concerns of the external EU suppliers) => ONLY in cooperation
with ALL (EU & non-EU) stakeholders

 BUT: vision of the stakeholders might differ (11 applicants for
Quo Vadis consultancy contract vs. 17 stakeholders providing
their responds), f.i. even different interpretations of the aim:

— The European Commission has, as part of the competitive tender
process for a Study on Future of the EU Gas Market, asked
participants to prepare a discussion paper setting out a vision of an
ideal EU gas market requlatory framework. The aim of this
framework should be to maximise EU welfare, and it should take
the current strateqic landscape of global gas trade into account
(Baringa Discussion paper, 31.10.2016).

— With the EU internal market for natural gas almost complete, the
European Commission poses the question what optimization
potential remains (SEO Amsterdam Economics Discussion paper,
28.10.2016).




(An example): IFIEC respond: whether direct comparison of US & EU
gas market model is a correct basis for making policy conclusions
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What to bear in mind

EU future energy vision: digital, electrical, renewable (S.Kampues)
— gas of secondary importance for demiurges of EU internal energy market?

EU electricity package is a driver of EU energy reforms

— Long-term EU intention to unify/standardize gas regulation based on
electricity approach (UK Telecom => UK electricity => EU Continental
electricity => EU Continental gas reforms), BUT: gas in NOT electricity

Perceptions of EU electricity people & politicians (based on discussion
with J.Henderson):

— Gas is transition fuel, since it is a fossil fuel (more dirty then RES by
definition) =>
* why to support a temporary asset (gas) if all fossil fuels shall soon give place to RES
(non-dependent their comparative environmental preferences) =>

* itis more profitable to subsidize RES (sustainable future value) rather than any fossil
fuel (temporary present value), even most ecologically friendly gas among other fossil
fuels =>

* less attention to Quo Vadis in Gas from EU perspective compared to Russian/non-EU
gas producers perspective?

— Gas in EU means Russian gas (means negative connotation)

e 22 daysinJan’2006 & Jan’2009 crossed out, with the help of Western media, in EU
public opinion, previous 40 years of stable gas supplies

— Issues of EU regulatory framework important for non-EU suppliers might not
be important at all for EU decision-makers in energy, but:
e Optimization: from end-user standpoint vs within “Broader Energy Europe”



What to start with?

 Maybe (?): To summarize key points of discussion

papers of 11 applicants for consultant’s position in
Quo Vadis (Oct-Dec’2016) & of 17 stakeholders
responses (Jan’2017):

— To emphasize the General & the Particular,

* incl. for stakeholders from different segments of Gas Value
Chain (Upstream — EU & non-EU, Midstream,
Downstream/end-use)

* bearing in mind both Trade & Investment segments of Full
Investment Cycle

— which is different for EU compared to US (see, f.i., IFIEC respond)
since in EU most investment decisions for new supplies are taken by
foreign sovereign states which have, as an option, alternative non-
EU target markets)

— To add non-EU view from within “Broader Energy
Europe” perspective



Some key “implementation challenges”

* Key challenges = result of transition period from former to
new architecture of emerging single domestic EU gas market:
— Former: chain of three LTC within bundled markets & businesses
(VICs) with distant transportation tariffs

— Current: number of entry-exit zones with VTP within each zone
and bundled capacity products with E-E tariffs

— Future: single domestic EU gas market with ... (??7?)

 Commercial risks: due to adaptation of existing contractual
structures & pricing mechanisms to new legal environment —
balance of interests

— Historical precedents of off-balance approach: implementation of
EU Second Energy package vs. cancellation of destination clauses
in producer’s LTCs (f.i. Oct’2003 ENI-GP-CEC decision & auctions on
TAG capacity expansion Dec’2005 & May’2008)

— OPAL case (2009 till nowadays)
* Legal risks: due to conflict of contractual practice (contractual
law / pacta sunt servanda) & emerging EU acquis (public law)

vs. international law obligations of the EU & EU MSs (inter
alia, intra-EU DSP);

— EU acquis vs. ECT, WTO, BITs of EU MSs
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HapacTawuwiee 4ncno MCKOB MHBECTOPOB cTpaH-4ieHoB EC npoTtus
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obounne. — «Heppmezazosas Bepmukanvy, 2015, Ne 10, ¢. 4-12 (7)

Bceero 3a nniepuon ¢
2001 r. (c momeHTa
IPEABSABICHUS IEPBOTO
MCKa Ha OCHOBaHUU
cT.26 J19X) 1o
21.04.2015 — 67 uckoB
Ha OCHOBAaHUH CT.26
J12X, B T.4. 33 ucka
(bakTHUECKM MOJIOBUHA
BCEX MCKOB) - CO
CTOPOHBI HHBECTOPOB
rocynapcTB-wieHoB EC
POTUB rOCY1apCTB-
yieHoB EC, T.e.
«BHYTpU» EC —
(haKTUYECKU TPOTUB
«PHICKOB
arOepanu3alum

A.Konoplyanik, Quo Vadis, Skolkovo Energy Center, 19.04.2017



bnarogapro 3a BHMMaHue!

www.konoplyanik.ru
andrey@konoplyanik.ru
a.konoplyanik@gazpromexport.com

3asiBjieHMe 00 OrpAHUYEHUN OTBETCTBEHHOCTH

* B3nsiael, U310KEHHBIC B HACTOSIIECH MPE3EHTAIlUM, HE
00s13aTENIbHO OTPaKaroT (MOT'YT/HOJKHBI OTPa)KaTh) W/UIU
COBMNAJAIOT (MOTYT/IOJKHBI COBITAIaTh) ¢ OPUIIAATBLHOM
nozunuen [ pynmsl ['aznpom (Bki1. [TAO «I'aznipom» u/mnm
OO0 «I'a3npom 3KcopT»), €6/MX AKIIMOHEPOB U/WIIN €€/UX
aGUIMPOBAHHBIX JIMII, OTPAKAIOT JJUYHYIO TOUKY 3PCHUS
aBTOpa HACTOSIIECH MPE3ECHTAIIMH U SIBJISIOTCS €T0
IIEPCOHAIILHOU OTBETCTBEHHOCTHIO.



