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Introduction

e Security of supply is key for India
e Issue for gas importers around the world

e Key components: volumes; form; quality; price
e Importers need gas, not claims/compensation
e Non-legal strategies for security of supply

e What legal strategies can maximise security?

No simple answer
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e Multi-party, conflicting interests
e Lack of uniform rules and regulations
e High fixed costs; inflexibility; lack of alternatives

e Long value chain; changing circumstances over
time
e Vulnerability — attack; market failure; political
weapon

e Obsolescing bargain — power balance changes
once built

Unique and complex challenges
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I

PHYSICAL SECURITY PIPELINE STRUCTURE
Commitments/obligations in IGA/HGA

Integrated or segmented?
Responsibility and cost of physical

security Pipeco identity and structure

Finan

Incentives for Seller/Transit countries ) N
Technical configuration and control of Buyer pipeline participation?
valves

Taxes and tariffs

Remedies for Buyer/bypass systems

Force majeure limits

Pipeline dedication

|

GSPA AND GTA TERMS

Seller's volume commitments

Buyer's flexibility
(increases/seasonal/swing)

Make-up rights/contract extension

Pricing - certainty/predictability TECHNICAL PERFORMANCE
Default shortfall

Sellers’ facilities - limit unscheduled
Force majeure limits downtime
Step-in rights? Co

ning and performance tests
Force majeure limits - equipment failure

A, Maintenance co-ordination
Priority supplies for upstream failure

Replacement/reinstatement/insurance

Quality (tolerances and liabilities)

Security of supply permeates and underscores all aspects
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e Integrated project structure - pipeline as single asset
e Single harmonised legal and regulatory framework

e Avoid national segmentation/multiple ownership

e Integrate and align different parties’ interests

e Strong country to country commitments

e Robust framework - reduce risk of unilateral action

Basis of ECT Model Agreements
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Integrated project structure (BTC project)

| Inter-Governmental Agreement(s) - Azerbaijan - Georgia - Turkey |

Host Government Host Government Host Government
Agreement-Azerbaijan Agreement -Georgia Agreement-Turkey

Arrangements

Shareholder/
Pipeline Company (Pipeco) |7 Consortium

Commercial Contracts
(Transportation, EPC, O&M, etc)
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e Key objective - clarity, certainty, but flexibility
e Sustainable over 30+ years - cater for changes

e Re-opener clauses important — but must be
workable

e Use of clear criteria/objective parameters
e Must enable an expert to decide

e Bad re-opener clauses encourage abuse of
bargaining power

Excessive/inadequate flexibility = disputes
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Mechanisms to balance and align
interests

e Multi-party projects - interests diverge
over time

e Is it cheaper to breach than to honour...?

e Commercial incentives to honour
contractual commitments

e Benefits to all parties to keep gas flowing

e Vertical integration more likely to achieve
this

e Effective (neutral) dispute resolution key
to resolving problems

Commercial drivers, balanced framework
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Conclusions

e Energy security can best be achieved contractually by

» Strong, robust, integrated structure
» Contractual certainty with flexibility for change
> Balanced interests and commercial incentives

> Fair and effective conflict resolution

e Challenge - to keep the gas flowing through good
times and bad
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