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Agenda

12:30 Opening of the Webinar (Mika Myétyri, Gasgrid Finland)
The main content of the survey submitted to the Finnish NRA by Gasgrid Finland (Mika Myétyri, Gasgrid Finland)
A Status update of the compressor station project in Estonia (Erkki Sapp, Elering AS)

A Status update of the investment project(s) in a region affecting to Balticconnector capacity in the future (Ivars S¢erbickis,
Conexus Baltic Grid)

Short coffee break

Presentation by the NRA — views and opinions concerning the Balticconnector capacity allocation mechanism (NRA
representatives)

Q&A, Mentimeter and closing words (Mika Myétyri, Gasgrid Finland)
= 14:30  End of the Webinar
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Background

* In Finland, the current terms and conditions of the Balticconnector capacity allocation mechanism have been
approved by the Finnish Energy Authority until the end of 2021.

* Inthe confirmation decision, the Energy Authority obliged Gasgrid Finland to submit a survey on how the applicable
capacity allocation mechanism in the Balticconnector interconnection point can be developed so that it responds to
capacity demand better considering legislative requirements.

e Gasgrid Finland submitted the survey for the Energy Authority on 29t of April.
e The survey included:

—  Gasgrid Finland’s proposal on capacity allocation mechanism to be applied in 2022

— Description and evaluation of the two alternative allocation mechanisms which can be applied: implicit capacity allocation or
capacity auction.

— Request for opinion for the Finnish Energy Authority on the proposal regarding Balticconnector capacity allocation mechanism.
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Gasgrid Finland’s proposal on capacity allocation mechanism
to be applied in 2022

* Gasgrid Finland proposes continuing the existing capacity
allocation model in 2022. Capacity shall be allocated implicitly on
the basis of:
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a) shippers’ confirmed nominations

b) cross-border trades on gas exchange(s) in part of day-ahead and
within-day products.

* Gasgrid Finland proposes that the terms of the current capacity
allocation mechanism be assessed in detail in the second half of
2021 after the Energy Authority has issued an opinion on the
capacity allocation mechanism applicable in Balticconnector.

Inkoo compressor station.
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The rationales for Gasgrid Finland's proposal for a capacity
allocation mechanism in Balticconnector

 The existing capacity allocation model enables deeper market integration — a regional tariff zone, where
there are no entry or exit capacity charges between countries belonging to the tariff zone.

— Balticconnector capacity having no price enables gas energy to be imported through entry point where the gas
commodity is the cheapest.

* (Capacity Network Code defines the implicit capacity allocation method: “implicit allocation method means
a capacity allocation method where both transmission capacity and a corresponding quantity of gas are
allocated at the same time.”

— According to Gasgrid Finland’s interpretation, both the capacity allocation mechanism based on confirmed
nominations and through the exchange(s) complies with the capacity network code, because:

* OTC (nomination-based allocation): gas quantity is allocated based on confirmed nomination. Also, corresponding amount of
capacity is allocated at the same time.

*  Gas exchange(s): by concluding trade over BC, both gas commodity and corresponding amount of capacity is allocated at the
same time for the market participants in order to get gas transported through BC.
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The rationales for Gasgrid Finland's proposal for a capacity
allocation mechanism in Balticconnector

e Puiatu compressor station commissioning was 29.04.2021. Also, Paldiski compressor station is likely to be
commissioned during 2021. A comprehensive understanding of likelihood of congestion in Balticconnector at times of
higher capacity will not be available until the 2021-2022 heating season.

* Based on feedback from market participants (webinars, direct feedback to Gasgrid), the existing capacity allocation
model would work better than an auction mechanism for market participants.

* The existing capacity allocation model allows for flexible cross-market trading in GET Baltic, because capacity products
are no priced. If capacity auctions were to be put in place, this implies a price would also need to be imposed on
capacity products allocated within GET Baltic because otherwise market participants who have made bilateral gas
supply contracts would be in a different position to those who procure their short-term capacity products implicitly
through trades executed in GET Baltic.

e Also, Elering supports continuing the existing capacity allocation mechanism in 2022.
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What'if Gasgrid proposal cannot be approved?
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What if implicit capacity allocation cannot be approved?

* |f the implicit capacity allocation mechanism cannot be applied, the
introduction of the auction mechanism would be possible on 1 July 2022 at
the earliest.

—  Why?

9 26.5.2021

Introduction of the auction mechanism would require changes in market rules and
TSOs’ information systems.

The capacity auction in Balticconnector changes the applicable principle in a regional
tariff zone, according to which there is no tariff at the connection points between the
countries belonging to the common tariff area. This may have impact on tariffs of the
common FINESTLAT zone.

The auction platform or associated service must basically be put out to tender.

Market participants must have time to prepare for the introduction of auctions in their
own operations, also including long-term gas procurement and sales contracts and
information systems.

Introduction of auctions would require changes to GET Baltic’s implicit capacity
allocation mechanism.
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Estimated effects of introducing auctions

e Auctions are likely to have the following effects on market activities:

10

A market price spread would be created between Finland and Estonia-Latvia as a result of the priced formed for capacity
in auctions and the application of the implicit capacity allocation applied to GET Baltic.

The development, license and maintenance costs of the capacity auction platform would be passed on to capacity

product prices across the ITC region. On the other hand, the revenue from auctions would ease the upward pressure on
prices.

TSOs, GET Baltic and market participants will incur costs as a result of the change in the capacity network mechanism
because of IT system development needs, rule changes, contract changes and orientation needs.

Market participants will be able to procure their long- and short-term capacity products at auctions and thus hedge the
transmission volumes required by their gas supply contracts beforehand.
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Summary

Gasgrid proposed continuing the existing capacity allocation model in 2022. The details of implicit capacity
allocation model can be reviewed during Q3/2021.

Gasgrid has requested an opinion on the proposal regarding Balticconnector capacity allocation
mechanism from Finnish Energy Authority

Gasgrid has received the opinion from the Finnish Energy Authority yesterday (25% of May).
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Status update on
Balticconnector cluster projects

Erkki Sapp
Head of Energy Market Department




Status of Balticconnector projects, May

2021
(]

Completed, in market use from January 2020
» Paldiski-Inkoo offshore pipeline (EE-FI)

* Inkoo — Siuntio onshore pipeline and Inkoo
compressor station (Fl)

* Kiili- Paldiski onshore pipeline and Kiili gas
reduction station (EE)

» Karksi gas metering station (EE)

Completed, in market use from 29 April 2021

* Puiatu compressor station
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Contractual milestones of Paldiski and Puiatu
compressor stations

* On 14 August 2018, Elering AS entered into turnkey contracts
with Control Process S.A and Grupa Azoty Polskie Konsorcjum
Chemiczne Sp. z 0.0 for the construction of Paldiski and with
Control Process S.A for the construction of Puiatu compressor
station within the framework Balticconnector project

 Start of trial operation 14 May 2020
* Provisional acceptance 14 June 2020 (Full market use)

* Unfortunately both projecs have been delayed.
* Full market use of Puiatu compressor station from 29 April 2021

* Full market use of Paldiski compressor station expected to be close
taking into account Puiatu CS experience

=



Status of Trial operation of Paldiski CS

* Trial Operation in Paldiski started 08 April 2021

e Tasks to be finalized in Paldiski

* During previous week, contractor has continued in Paldiski with fixing issues
found previously.

e Test program is planned to finalized during this week.
* Finalization with getting permits and licenses is in progress.
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Balticconnector utilisation

Balticconnector capacity

e Balticconnector
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utilisation in May has
been relatively low and
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Description: InCukalns UGS is the largest gas storage in the Baltic Sea region. Working gas capacity: 24 TWh.
Aquifer reservoir storage. Compression extraction not possible. Set deliveries — LV, LT, EST, FIN.

Main goals of the project:

- to prepare the storage functionality for higher pressure in Baltic transmission system;

- to reduce the dependency of withdrawal capacity from level of commodities in the storage.

The project foresees:

- Construction and commissioning of the new GCP;

- Enhancement of 36 wells;

- Installation of gas compression unit and upgrade of the existing reciprocating gas compression units.

36 WELLS completed,
20.12.2024

Start of the ‘P Enhanced Surface
PROJECT, ! facilities. Project
12.10.2018 Installed new GCU and ! completed 01.12.2025
¢ . Upgraded existing B@
| According contract ones. 20122024 |
Starioof the ForecaSt Existing GCU upgraded, ; I ‘
PROJECT, 30.09.2023 |
12.10.2018 ! Installed new GCU,
! 30.09.2024 !
< &
36 WELLS completed, Enhanced Surface
30.11.2023 facilities. Project
completed 01.09.2025
TYNDP Investment name Current Delayed/ Reason for
number status Rescheduled | delay/reschedule
UGS-F-374 Enhancement of InCukalns | Construction On time n.a.
UGS

Co-financed by the European Union
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8.2.4-0031-LV-W-M-18

ENHANCEMENT OF
INCUKALNS UGS

» Costs — the total project costs are currently
estimated to be 3 million EUR lower.

* Progress — implementation of the project is
ahead of the schedule in all activities.

» Milestones completed in 2021:

* The contract for delivery of necessary
technological equipment for GCP No.3
construction is concluded;

* The tender for delivery of GCU is
announced.

* Remaining milestones in 2021:
» Complete the enhancement of first 15 wells;
* Conclude the contract for delivery of GCU;
» Complete the upgrade of existing GCU No.3.

Lidzfinansé Eiropas Savienibas Eiropas
infrastruktlras savienosanas instruments

90 000

60 000

30 000

0

PROJECT SUMMARY

m Project budget

MILESTONES

uCOMPLETED

EREMAINING

PROJECT COSTS, kEUR

u Concluded contracts

17 333

= Paid

85 000

u Project forecast

15 000

10 000

5000

SCHEDULED IN 2021

MILESTONES

uCOMPLETED EREMAINING

PROJECT COSTS, kEUR

= Budget 2021

= Concluded contracts

2108

= Paid




Enhancement of Gas collection point No.3
32,3 MEUR

Activity/Year 2019 2020 2021 2022 2023 2024 2025
Designing of CP3
Production of equipment
Contstruction of CO3

Main achievements:
¢ Productivity increase up to 10%;
¢ Creation of blow out system without CH4 emissions;
¢ Creation of additional technological lines.

Now in progress:
¢ Tenderfor delivery of necessary pipes and fittings;
¢ Detail engineering for main equipment.

Estimated impact during implementation:
¢ To reduce the possible capacity drop, construction works

will be organized in two separate parts;
¢ Estimated impact: Second half of 2023 — end of 2025.
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Modernization of wells
27.0 MEUR

Activity/Year 2018 2019 2020 2021 2022 2023 2024

Equipment production 6pcs
Construction 6pcs
Equipment production
Construction 30pcs

Typical scheme of well renovation

Afer renovation

Main achievements:

¢ Productivity increase up to 10%;
¢ Reduction of CH4 emissions:
¢ Increased lifetime.

Now in progress:
¢ Enhancement of 9 wells fully completed:;
¢ Enhancement of 3 wells 95% completed:;
¢ Enhancement of 3 wells in progress.
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Estimated impact during implementation:
¢ No impact during the implementation.

Co-financed by the European Union

Cdnnecting Europe F'E'iti'l'i"tﬁ!
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Development of compression withdrawal

Activity/Year 2019 2020
Designing of CP3
Production of equipment
Contstruction of CO3
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2022 2023 2024 2025

Main achievements:

¢ Injection productivity increase up to 6 million m3/24h;
Compression extraction up to 15 million m3/24h.

Now in progress:
Evaluation of the proposals for GCU delivery;
¢ Tender preparation for delivery of pipes, fittings and

process filter.

Estimated impaction during implementation:
¢ No impact during the implementation.
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Modernization of gas compression units
8,7 MEUR

Activity/Year 2019 2020 2021 2022 2023 2024 2025
Designing
Production of equipment
Installation of equipment

‘!'_

Main achievements:

¢ Reduction of CO2, CH4 emissions;
¢ Decrease of fuel gas consumption by 3-15%.

Now in progress:
Start up of GCU No.3 after modernization
¢ Fuel gas skid and spare parts delivery for GCU
No.2 and 4.

Estimated impact during implementation:
¢ May 2022: possible injection volume decrease;
¢ May 2023: possible injection volume decrease.
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PROJECTS

ENHANCEMENT OF
LATVIA — LITHUANIA
INTERCONNECTION
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- Co-financed by the European Union
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BALTIC G RID

U Project promoters:

European
Commission

Amber
Grid
U CAPEX, OPEX, benefits:

» Enhancing connection and eliminating bottleneck between Lithuania and Latvia;
» Facilitating creation of the common gas market zone for Baltic Countries and Finland
CAPEX OPEX
Conexus 5,1 0,4

Amber Grid 47 0,1

50% CAPEX covered by Innovation and Network Executive Agency

U Technical details and relations to other projects:

> Project supports increase of LV-LT interconnection capacity to 130,47 GWh/d in the direction
LT->LV and 119,5 GWh/d in the direction LV->LT

» LT: enhancement of capacity of Kiemenai GMS and modification of piping for Panevezys CS;
> LV: enhancement of LV transmission pipeline system for increase of max pressure up to 50 bar;
» LV: 17 sub-activities. Each with different achievements.

o Timeline:
» 7 sub-activities are currently under implementation;
» Project is expected to be completed by the end of 2023.
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ENHANCEMENT OF
LATVIA - LITHUANIA
INTERCONNECTION

» Costs — scheduled and forecasted costs are
very close;

* Progress — according schedule;

 Construction works are scheduled on pipeline
Riga — Paneveza this year.

Co-financed by the European Union

Connecting Europe Facility

PROJECT SUMMARY

MILESTONES

u zpildtti = Neizpildtti

PROJECT COSTS, k.EUR
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uPROJECT FORECAST
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ENHANCEMENT
LATVIA - LITHUANIA
INTERCONNECTION

* Activities No.1, No.2, No.3, No.4, No.5
and No.6: completed.

* Activities No.7, No.8, No.11, No.13: all
necessary contracts concluded.

* Activities No.9, No.10, No.12: detalil
designing completed, necessary
equipment deliveries in progress.

* Activities No.14 - No.17: procurement for
detail engineering completed, contracts
concluded.

Co-financed by the European Union

Connecting Europe Facility

No Activity code
1 RE-0013-19
2 RE-0012-19
3 RE-0016-19
4 RE-0015-19
< RE-0014-19
6 7161 (operational)
7 7161 (operational)
8 RE-0023-20
9 RE-0012-20
10 RE-0010-20
11 RE-0011-20
12 RE-0013-20
13 RE-0009-20
14 RE-0031-20
15 RE-0030-20
16 RE-0028-20
17 RE-0029-20

Activity name
Rebuilding of Valves T5-T6 node

Rebuilding of branch pipeline to GRS «Valmiera 1»

Rebuilding of connection Viresi — Tallinn to Pskov-
IUGS

Rebuilding of valve node 1 PL to GRS «Palsmane»

Rider rebuilding at valve 1z.427

Transmission system assessment

Complex of technical diagnostic works
Repairing of pipelines defects

Rebuilding of branch pipeline to GRS «Ezerciems»
Rebuilding pipelines segments at connection point to IUGS
Rebuilding pipelines segment at GRS «Riga 1»

Rebuilding of branch pipeline to GRS «Krimulda»

Rebuilding Riga-Paneveza connection to Riga — IlUGS
pipelines

Rebuilding of branch pipeline to GRS «Vangazi
Rebuilding of branch pipeline to GRS «Zakumuiza»
Rebuilding of branch pipeline to GRS «Daugmale»
Rebuilding of branch pipeline to GRS «Baldone»

TOTAL :

Budget

550 000

440 000

330 000

165 000

110 000

112 000
310 000

878 000

389 400
341 000
235 950
222 750

146 300

337 700
336 600
281 600
281 600

5467 900

Start

20.11.2018

20.11.2018

20.11.2018

20.11.2018

20.11.2018

01.07.2019
01.07.2019

01.07.2019

18.11.2019
18.11.2019
18.11.2019
18.11.2019

18.11.2019

22.03.2021
22.03.2021
22.03.2021
22.03.2021

Completed

01.06.2021

20.11.2020

29.12.2020

20.11.2020

11.12.2020

30.06.2020
30.09.2021

01.12.2023

30.12.2022
30.11.2022
30.11.2021
31.10.2022

31.12.2021

01.12.2023
31.10.2023
01.11.2023
13.10.2023






REPUBLIC OF ESTONIA
m COMPETITION AUTHORITY

energy authority

Regulators’ review of the Balticconnector capacity allocation
mechanism

26 May 2021
Finnish Energy Authority - Liisa Sinisammal

Estonian Competition Authority - Karin Lehtmets

Fair energy




Content

* Finnish Energy Authority’s review

— Background of BC capacity allocation mechanism

Finnish Energy Authority’s Statement to Gasgrid Finland (25 May 2021)

Next steps of the BC capacity allocation mechanism approval for 2022

* Estonian Competition Authority’s review
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Background of BC capacity allocation mechanism

* Finnish Energy Authority approved on 30 Nov 2020 the Balticconnector capacity allocation mechanism until the end of 2021

— Implicit capacity allocation mechanism was approved

— Energy Authority obligated Gasgrid Finland to submit a survey on how the applicable capacity allocation mechanism can be developed so that it
responds to capacity demand better considering legislative requirements

e Gasgrid Finland submitted the survey for the Energy Authority on 29 April 2021
e Survey can be found at Gasgrid Finland’s webpage

— Gasgrid Finland proposes continuing the existing capacity allocation model in 2022

— Gasgrid requested the Energy Authority’s statement on the proposal regarding Balticconnector capacity allocation mechanism described in the survey

* Finnish Energy Authority submitted requested statement on 25 May

GASGRID(()

32


https://gasgrid.fi/wp-content/uploads/Survey-on-the-development-of-the-applicable-capacity-allocation-mechanism-in-the-Balticconnector-IP_unofficial-english-translati.pdf

Finnish Energy Authority’s Statement to Gasgrid Finland

33

Statement was published on 25 May and sent to Gasgrid Finland

Main points of the statement:

— Itis appropriate to continue with the implicit allocation mechanism

— Gasgrid Finland must evaluate concrete actions to improve the implicit capacity allocation mechanism and congestion management
Justifications

— BC capacity increases due to Puiatu compressor station commissioning. It is justifiable to see how the increased capacity affects the congestion during
the heating season before making the decision about capacity auctions.

— Work towards common balance area is continuing. If the common balance area is reached, the usage period of capacity auctions may be short

On statement Finnish Energy Authority requested Gasgrid Finland to submit final proposal for approval of the terms of BC capacity
allocation mechanism for 2022 of by 6 Sep 2021

GASGRID(()



Next steps of BC capacity allocation mechanism approval for
2022

e Finnish Energy Authority expects to receive Gasgrid Finland’s proposal for approval of the terms of BC capacity allocation mechanism
for 2022 of by 6 Sep 2021

e Energy Authority will arrange public consultation based on Gasgrid Finland’s proposal. Public consultation will be held in autumn
(probably in October).

* Final approval of the terms of BC capacity allocation mechanism will be done after the public consultation by the end of year 2021

54 GASGRID(()



Estonian Competition Authority’s revievss |
SR,

ﬁﬁ COMPETITION AUTHORITY

e Estonian Competition Authority approved 30.09.2019 the Balticconnector capacity allocation mechanism as a part of Estonian-Latvian
Common regulations for the Use of Natural Gas Transmission System. Decision was updated on 23.04.2020 (no changes on BC capacity

allocation).
— Implicit capacity allocation mechanism was approved

* Current decision is in force until further notice = at this point no need for new decision

e Support the implicit allocation mechanism to continue:
— Market has indicated that to change the IA mechanism is not preferable

— Important to understand how the increase of BC capacity (Puiatu on work, Paldiski planned within this year) affects the congestions during heating
period.

— Continuing work towards common balancing area, therefore the possible usage of capacity auctions would be probably short-time and therefore not
cost-effective compared to implementation costs.

* However, we support TSOs to investigate if there are possibilities within the implicit allocation mechanism, how the congestion
management can be improved. Market participants opinions here are very welcomed.
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Thank you for your attention.
Please send your feedback and questions:

liisa.sinisammal@energiavirasto.fi
Asiantuntija - Specialist
Kaasumarkkinat - Gas Markets
Energiavirasto — Energy Authority

karin.lehtmets@konkurentsiamet.ee
Head of Department of Energy Markets
Regulatory Division
Estonian Competition Authority
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%m% REPUBLIC OF ESTONIA
COMPETITION AUTHORITY o
energy authority
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Question #1

Which capacity allocation mechanism do you prefer
to be applied in 20227

32

1

Implicit capacity Auction
allocation mechansim
(current
mechanism)
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Question #2

\Was this Forum worth your valuable time? et
24
L 0
Yes, Yes, | guess. No, but No, it wasn't.
definitely. there were
interesting
moments
during the
Webinar
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Question #3

F r r I d Mentimeter
Great job Dogecoin rules! Thank you very much and keep up the good work!
2 things help: (1) maximize the BalticConnector capacity by Good to hear TSOs and NRAs views in one workshop. If changes are set to take place, please let market know
completing the compressor and Inculkans projects, and (2) Gasarid reasoning well presented. about then at least 12 months in advance
communicate to market early any changes to help to make
plans and mitigate risks
Well done, TSOs and regulators! Thank you for the invitation to the seminar. Huge thanks for
the professional problem solving and approcach to the
Thank you, the webinar was very waluable, informative and customers in this difficult market situation.
well orginized! GET Baltic, Jurgita

Thank you Marko and Janis for your excellent closing
comments
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