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does exist nowadays. Simply sguices should be decrased. (???
A.K.) There are two possibilities: either to link gas prices within LTC
some spot gas quotations, either to preserve, as it has been done in
cases, oil l ndexati on, Dblotgseda®
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creates concerns (within gas industry representatives) due to this
particular volatility that we have been facing nowadays at the gas
markets. This is why market participants consider oil quotations as n
reliable pricing instrument just because they are less volatile. But the
a need for réuning of pricingformulaesso thatgas price will be lower
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Q9 Oil-indexed long-term gas contracts are increasingly exposed to unprecedented

take-or-pay pressures in Europe. Where are we heading?

The divergence of oil and gas prices will be a
short-term phenomenon and such indexing will 15%
survive, as will long-term contracts
Long-term contract volumes will be re-negotiated .
to reduce the take-or-pay pressures on their buyers _ 22%

Long-term contract indexes will be re-negotiated in |

line with traded market price levels but keeping an 37%
element of oil indexation

This is the end of the artificial divide between

traded market hub pricing and oil indexation. | S 150/

Long-term contracts will move to hub pricing

Long-term contracts are no longer justified for

most of the gas coming into Europe. We are 8%
witnessing their demise

0 10 20 30 40 50 60
) . % .
Source: Europeds gas industry need transformatiofh to adap
European Autumn Gas Conference, hel d i n GBSStrdiegies, MiewPangr t her

December 2009, P14, ¢ o s (a5 f W dzq € -ls s @ OO, REF 1. 23. 1. 201
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Q10 With an increasing number of long-term contracts under review pressure,
how do you think this is most likely to be resolved, given the large amount

of value embedded in them?

No-one wants to get blamed for giving away value;
very hostile arbitration is going to become even 17%

more common

The issues are too profound and complex to leave to

will be neqotiated

The system of review is tried and trusted and will
carry on as usual

0 10 20 30 40 50 60 70
0
Source: Europeds gas industry need troansformatio‘h to ad
European Autumn Gas Conference, held inGBsiSltrdIe@ies,\Aiew16north

Point, December 2009, p.15.
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=5tatoil allows 25% spot indexation in majority of comtracts for three years

good for three years

=PGMIG threatens to take Gazprom to arbitration
=5Statoil agrees to 10 year contract with Centrica (UK) 100% spot indexed

2009

\/ =Gazprom price review mechanizm used for retroactive price discounts with EQON, ENI and GDF Suez
2010
2011

*RWE Transgas (Czech) wins dispute with Gazprom, includes discount on future supplies and carry |ZIEI-E.|'-E.M'-_
price changes

| *PGMIG reaches agreement with Gazprom setting prices equal to German border with 15% spot
*EON/GDF and Gazprom settle retroactive dispute cutting price by 7-10% (no increase in spot)
2012 =5tatoil reaches new contractual price agreement with EQOMN and RWE
+5tatoil agrees to new 10 year contract with Wintarshall [DE) 100% spot indexed
=Gazprom renegotiates with ENI on volume and price

7

}
i

=

+ENI takes Statoil to arbitration seeking 10 billion euros in compensation for oil indexed prices dating to |
1997

=Arbitral tribune grants RWEs revision of purchase price with Gazprom to reflect market conditions
datimg back to 2010

AN

2013

2014 =5tatoil and EMI finalize pricing agreement
=Gazprom and ENI reach agreement to index all LTC volumes to PSY starting from 2014

<

i
R M ls ts Yy M®miph Theisen, Research Fellow, Regional Centre for Energy Policy Research (REKK).
fNatural Gas Pricing in the EU: From oil-indexation to a hybrid pricings y s t. Spmﬁ:sori(lby the
Hungary Initiatives Foundation, Budapest, Hungary, November 2014, p.18
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Oil, Gas and Coal prices in major reference markets 2011-2016
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Gas and fuel switching prices

60pc CCGT v 45pc v 38pc coal-fired plant
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R M Is ts yMadtifew Monteverde (Argus). Midwinter Review i market prices and supply availability.
i 8 European Gas Conference, 29.01.2015, Vienna, slide 15.
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. European Gas Conference, Vienna, 25th of January 2017, slide 5 @ IEA 2016

27
0. ssdesf dzv dzq € ,-Is s s fsE®OEO, RE@d 1, 23.11.20:



j

3qbg

OL O
o1 fRIO tiz Istf e

( S tsdals d dzd o

) ds ds It otz Ofg RS0 J

N 12 .%.B.V_

Il RGC
. Mtsdz

L s ysdes § AR G

dgwschd J

yaqesdoy@adij ¢

doa e svbiddHwe d E3 Y 4
/
H
]
?

o qm.lagj - v .B
d.d.q%.z.m.mia%BQ o QG- Y

SC 30 03 85300 F: ol
O NT oy Sl -0 =3z ¢ 3
NS & &_Q/UJQ o BEm o G -—0 W=
w8z 0 G0 -0NLae88Z0

O T — —

oL

y oqasqs

O,
-’
oL

23.11. 2

¢. stsdetstf dzv dzd ¢ ,-Is s @Y FSEOERO, REF I ,



German EEG subsidisation per annum

30
25 -
|Solar
20 |Wind offshore
o gy |Wind cnshore
I T A TGeothemal
E.I | T|Biomass
T T +|Biogas
T THydm
5
ol -
2015 2016 2017

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

> Nonetheless, the enduring financial subsidisation of renewable energies will push out more
fossil fuel generation and could hence reduce gas demand further, despite low gas prices

> Contrariwise natural gas could benefit from positive spill-over effects of subsidies into bio-gas

RW E RWE Supply&Trading
R M Is ts yAmdr&e:Stracke (Board member and CCO, RWE Supply & Trading). Challenging the market rules:
How can | ow prices be combined with | ow demand Wha
conditions? // European Gas Conference, Vienna, 25th of January 2017, slide 9
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