. CIEP.

Clingendael International Energy Programme

Competition versus supply security in gas ?

Jacques de Jong

The Economics of Energy Markets
Toulouse 15-16 January 2007

Clingendael _>International Energy Programme www.clingendael.nl/ciep



Content
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e EU gas demand versus gas supply
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Security
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Energy package 2007

Communication internal gas & electricity market

Competitive market:
« good for s.o.s.

* new investments in gas-
infrastructures

But, still outstanding:

e access

e unbundling

e |t-contracts & forclosures

e infrastructure & intra-EC
tradel/transit
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Energy for a Changing World
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Energy Package 2007
Supply Security and external policy

Internal solidarity
« Expand interconnections

 Diversify away from _
hydrocarbons External policy
e One EU voice

« Boost energy efficiency
 Energy security

correspondents

 Dialogue & cooperation
with all concerned (esp.
Russia)
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World Proven Natural Gas Reserves

Other Non-
MENA
28%

Russia
27%

Other
MENA
3% ' Iran
8% Saudi
Arabia Qatar
4% 14% Source: IEA

MENA’s share of global gas reserves is much higher than its share of
current production, suggesting strong potential for growth
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International LNG Trade:
Connecting Markets, Competing Markets!

»
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EU’s gas encirclement
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Russia’s Diversification
of Gas Export; Away From Europe ?
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Gas, the story with scope for upstream
competltlon’?

Don't -
B T ey
on a——
L T
mess with Sy
R i "
ussia :

All eastern gas
ia Gazprom?...

Gazprom and Sonatrach
Sign Official
Cooperation Accord

Sllaligiy

Clingendael _>International Energy Programme www.clingendael.nl/ciep



Balancing market & supply ?

« EUregulatory debate Main questions future agenda
too much focussed on « cross-regional supply chains in a
IGM globalising market

* A new balance for « de facto monopoly market power
dOV\{[nstream Verstl_lt? versus coordination mechanisms
UPS ream compe |.|0r1 * Regional governance & market

¢« A beyon?d regulation design in a workable balance
question throughout the chain

The paradigm change in international natural
gas markets and the impact an regulation

 Regulatory concepts and
competition policy in a dynamic
market environment
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The upstream/downstream balance ?

o Upstream competition, producer/consumer
dialogues, is there a win-win ?

 Reciprocity: Access to resources and access to
(wholesale/retail) markets

« The role of It-contracts; molecules versus
transmission capacity, to uioli or not?

« The role of long haul transmission: does capacity
follow molecules or vice versa?

 Should we adapt our competition goals in order
to secure gas supplies from external sources?



Conclusions

e Politics & energy supply security, the
two sides of the same coin.....

o Geopolitical uncertainties will
determine short/medium term supply
developments

 EU policy under discussion
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Thank you for your attention...
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