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Optional Pricing Models for Continental Europe Gas Market @

Acceptance

LT contracts

Asia * 100% indexed to ol Yes
Indexaﬂon
* No hubs.
* Primarily, LT oil/oil product
Continental indexed contracts
Hybrid « Minimal gas-indexed Yes
Europe :
component in LT contracts
« Hub pricing
Continental LT contracts
Modified linked to gas indexes No
Europe (?) .
* Hub pricing
« Absence of LT contracts Ngt tti?)?l l;;st
Hub North America « Pricing based on supply & PHe
Continental
demand
Europe



The Choice Europe Confronts @

Hybrid Pricing Model
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Pipeline gas suppliers

U.S. Pricing Model

LNG suppliers

Producers of all types

(3 countries) (3™ countries)

PHys — hub price in the USA PHce # F (Sce Der)
us — hub price in the PH.: — hub price in Continental Europe

Sys ~ total supply SH,, — total supply = SHie + SHEU e + SLNG e +SUK,
D, — total demand

where:
SHI.¢ — sales to hubs by importers
PHys = F (Sys,Dys) SHEU; — sales to hubs by end-users (ToP obl.)

SLNG — LNG supply to hubs

SUK. — UK supplies through the Interconnector & BBL
DHI. — demand by importers for hub gas

DHEU — demand by end-users for hub gas

DUK — UK deliveries through the Interconnector and BBL

PH,; = F{(SHI; + SHEU; + SLNG; + SUK),(DHI; + DHEU; + DUK )}
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Continental Supply & Demand Does Not Dictate Hub Pricing
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Churn Ratio at European Hubs
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Dumping by Buyers’ Cartel in Case of 100% Indexation

o

Js =

Volumes purchased
for dumping on hubs

Volumes consumed

Dumping persists until Q. = Q.
o



Reforms will sponsor “cream skimming” and “free

riding”. Competition will become unfair.
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“Free Riders” produce no gas and hold no
import contracts. They do not pay full cost
for gas storage and structuring of deliveries
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THANK YOU FOR YOUR ATTENTION!




