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Summary

Greece today has high political stability and c#ay @ very important geopolitical
role as an energy hub, which is one of the manyngmy objectives of our
government. This is being realised 100%. Towards ¢gjoal, the Greek - Turkish
interconnection has been inaugurated in Novemb@7.2Ratural gas started flowing
through the Turkish system into the Hellenic systéuorthermore, the Greek-Italian
interconnection (IGl), which is a huge investmeni] be realized in the imminent
future. There will be over 600 km of a 42" high gsare pipeline across the country
and we will be transporting over 11.6 bcm per anmfimatural gas from the Caspian
to the EU gas network. This is the most part ofréadisation of Greece as an energy
hub in the region of South — Eastern Europe, pemtito natural gas sector.

DESFA, the Hellenic Transmission System Operat@s wstablished in April 2007,
after the completion of the legal unbundling of trensmission and trading activities
of the Public Gas Corporation (DEPA SA), in accowa with the Law for the
liberalization of the natural gas market.

DESFA fully owns the Natural Gas Transmission Syst@NGTS), with full
responsibilities regarding the provision of TPAvsees under non-discriminatory
terms, the operation, the maintenance and the alevant of the gas system.

The system, which is continuously expanding, cosgziof over 1,070 km of high
pressure pipeline, two border metering station® ohthe largest LNG Terminal
Stations in Europe and other significant infrasinue.

The recent Interconnection Turkey-Greece (ITG), #r second important step in
2012, the Interconnection Greece-ltaly (IGI Projeeims to the completion of a
whole corridor, connecting the huge Caspian anddMidast gas resources to the
European market.

The Interconnection Turkey-Greece-ltaly (ITGl) FRa«j will allow the
interconnection of Italy and the other EU Membeait& to the Caspian and Middle
East gas resources (35.000 bcm, approx. 20% ofdwgak reserves). With the



implementation of this project, tf8¥d EU gas priority axis (as per EU Decision n.
1229/03), will be a reality.

The ITGI Project is strongly supported by the Tahki Italian and Greek
Governments. For that reason the three MinisterErmrgy signed on 36of July
2007, a Trilateral Intergovernmental Agreement in order to facilitate and
accelerate the realisation of the project.

The main objective of DESFA'’s policy is to expamsl system in such a way so as to
have potentially the ability to realize new trangiojects and thus become a natural
gas hub for the wider area.

The recent upgrading of Revythoussa LNG termiraticst is also a very significant
investment which can serve the needs towards tas ghis spare capacity could be
exploited to supply gas to SEE or even EU througbtkbaul flows and swaps with
the transit pipelines in the wider region.

DESFA s.a, working closely with our regulatory besliprepared the tariff policy, the
standard transportation contract, and the legahdwork for accessing the system.
The Network Code for the NGTS (National Gas Trangion System) is currently
developing, as well as the regulations for the ditafftow. The primary aim is to
safeguard equal treatment and provide maximum giggerbetween existing and
future infrastructure, obtaining a balance betweéenneed for security of supply and
minimum distortion to competition.

Introduction

DESFA was established in March 2007 after the cetigi of the Legal Unbundling
procedure of the Public Gas Corporation of Gre&feRA S.A.), in accordance with
European Directive 2003/55 and the Greek Law N@8B20D05, for the liberalization
of the natural gas market. Although DESFA is a%08ubsidiary of DEPA s.a, it
operates fully by its own board of Directors asirmtependent corporation. Pertinent
to the natural gas trading activities within donesbarket, DEPA s.a, remains the
dominant player, for the time being, and the oriipger of the Gas Transportation
System.

DESFA s.a owns the Natural Gas Transmission Sys(BiGTS), with full
responsibilities regarding: the provision of TPAWees under non-discriminatory
terms, the operation, the maintenance and the al@veint of the natural gas system.



The Hellenic Gas Transmission System

Today the NGTS
comprises
approximately
km of high pressure
pipeline, throughout the
Hellenic Territory, and
it is continually
expanding.
It utilizes three entry
points — two of them
are large border station
(one at the Greek
Bulgarian boarder, anc
the other at the Greek
Turkish boarder, and
one LNG Terminal
close to Athens area
The overall system is
supplemented b
infrastructures such as
Metering and
Regulations  Stations
line valve and Srappe
Stations,
telecommunication and
SCADA systems,
Operations &
Maintenance Building facilities in different areaghin the country.

The System is expanding with new high pressure dhves towards central and
southern regions of the country, with the Italyre€ce (IGI) interconnection pipeline,
with the dynamic expansion of the LNG Terminal Btaton the Revythousa island,
with new compressor stations, and with new trapsifjects within the region of
South Eastern Europe and the Balkans.

The Environment

The environmental protection is one of the mainceons and priorities of DESFA.
One of the primary objectives for the corporatiertd minimize the environmental
conseqguences, to protect the natural resourcegsh@ndnvironment in every region
that develops the System and all its activities.

DESFA, during the construction face and during @peration of all infrastructures
adapts all of the pertinent specifications for pinetection of the environment, which
are foreseen by the National and the Europeanl3igis.

Within the frame for an optimum management of tlaural resources and the
minimization of the environmental consequences, BPESimplements an
Environmental Protection Management System basedstandard ELOT EN



1ISO14001, as well as participates in the NationalleCtive System of Alternative
Management for Rejected Lubricant Oil and otheramaits.

Interconnection Turkey — Greece — Italy (ITGI)
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The Interconnection Turkey-Greece (ITG) has beeweldped by DESFA and
BOTAS with the aim to connect the two countriegating a corridor for gas supplies
to Greece and Europe.

On November 2007, an inaugural ceremony was heltheaiGreek/Turkish border
with the presence of the Prime Ministers of the ®auntries for the commencement
of pipeline’s operation.

The second important step, for the implementatibrthe entire corridor, is the
Interconnection Italy - Greece (IGI Project), irder to connect the huge Caspian and
Middle East gas resources to the European market.

Pipeline during construction phase Kipi Bdar Metering Station

The Turkey-Greece Interconnection pipeline (IT&s la capacity a bcm per year.
Its total length is 296 km, from which 86.6 km li@ghin the Greek Territory and the
rest of it in the Turkish Territory.

The cost of the Greek part of this project was appi80 mil €, including the
construction of the Border Metering Station, at #rea of Kipi (Greek — Turkish
boarder line).

The construction of the Greek Part was co finanegdEuropean Union with 29%
grants.



The maximum capacity of the project will be approately11 bcm per year, with
the addition of three new future compressor statigwo of them within the Turkish
side and one within the Greek).

Interconnection Greece — ltaly (1GI)

The Interconnection pipeline from Greece to ltabynprises mainly of two parts: one
of the Onshore and one of the Offshore (Poseidpalife).

Offshore Pipeline

POSEIDON (32", 12 bcma) l
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With respect to the Onshore part, this shall bédkdwy DESFA s.a and it will be a part
of the Natural Gas Transportation System (NGTS0leamTPA.

The Offshore part will be constructed by “Poseidooipany, owned by Edison and
DEPA s.a. It is foreseen that Poseidon will sigiorag term transportation contract
with DESFA s.a, towards the fulfilment for the fir@al security of this large project.
“Poseidon” company has asked for an exemption ffoMA for a gas volume of 8
bcm per year, and for a period of 25 years. Thamgtion has been granted by the
Italian and Greek Authorities. The European Comsiais (EC) has indeed approved
it, imposing on the owners certain obligations.

IGl Onshore part Technical Features

The length of the Onshore part of the I1GI projedt e approximately 590 km and

its diameter will be 42”.

In the first phase of the project, four (4) compaesstations will be installed along the
route of the pipeline, in order to be able to tfansip to 8.8 bcm per year to Italy.

From those the 8 bcm.a will be transported for DER2EDISON and the other 0.8

bcm.a will be for Third Parties.

The Onshore part of the IGI project, will have tieehnical ability to increase its

capacity up to 15 bcma, by upgrading the initialrf¢4) compressor stations and by
constructing two (2) new ones.

Presently, an international Tender procedure iseunehy in order DESFA s.a to

award the Basic Engineering Study of this project.



The construction of the Onshore part of the IGIljgub is estimated to be
implemented not later than the end of the year 2012t most by the beginning of
the year 2013.

New transit projects for South — East Europe and th Balkans

The construction of the Interconnection pipelinenfrTurkey to Greece, which is the
only new gas infrastructure in South East Europ&jally gave a significant potential
to Greece as a natural gas hub in the region.

The importance of this pipeline is very high, neilyobecause it can transport 11
bcma to Greece and Europe, but also because dageaeed the first corridor from the
Caspian and Middle East sources to Europe.

Main objective of DESFA’s policy is to expand itgstem in such a way so as to have
potentially the ability to realize new transit ojs.

The maximum capacity of the Onshore part of thed®ject, which is 15 bcma, can
serve not only the maximum capacity of POSEIDONjgmib(12 bcma), but also
could provide significant quantities for the Balka@ountries, through the
implementation of new high pressure branch lines.

The recent substantial upgrading of Revythoussa k&t@inal station, is also a very
significant investment which can serve the needsdtural gas of the Balkans.

Revythoussa LNG Terminal Station

Presently, the unloading
capacity of the terminal is
7.250 ni LNG/hour. This is

being realised by three
unloading arms. The current
storage capacity of the terminal
is implemented by two
underground LNG tanks with
useful value capacity of 65.000
m® LNG per each tank.

The send out capacity
characteristics are as follows:

- Sustained  Maximum
Send out Rate (SMSR)
= 1.000 MfLNG/ hour

- The emergency peak
send out rate, with all
spare vaporisers in
operation = 1.250
LNG/ hour.

LNG carriers with capacity
from 25.000 M to 135.000 m
with length up to 290 m and
11.5 m draft can approach and



berth in the terminal’s berthing facilities.

A 15 MW cogeneration power plant is being conse&dcturrently, to cover the
electrical power and thermal needs of the Termiealhancing substantially the
overall efficiency of the LNG Terminal.

The annual throughput of the Terminal presentlyldowach from 3 bcm to 5
bcm,(depending on the load factor) especially ifsittcombined with a third tank,
while the annual throughput before the upgradiri®{@ was 0.85 bcm.

DESFA's development plant includes the constructiba third LNG tank, larger in

capacity from the existing ones, enhancing subisi§nthe operational capabilities of
the Terminal and providing security of gas supplihe cost for the construction of
the new LNG tank will be included in the Regulafestet Base (RAB) of the NGTS.

The role of the LNG Terminal in the Greek Gas Marké

Currently the importance of the LNG Terminal foe thatural gas market is very high
because its operation:
- maintains the minimum operating pressure in thaeédysproviding in other
words the hydraulic balancing necessary for themptooperation of the
NGTS

curity of
upply

Future Commercial Role, South East Europe, New Eaice Gate

- Can cover peak gas demands of the market, durgigdgason periods

- Provides an alternative gas supply source, a Vexjble one

- It is a significant Entry Point within the NGTS foew Shippers who want to
enter into the Greek natural gas market.

The potential role of Revythoussa LNG Terminal in $uth East
Europe markets

The design capacity of the existing Transmissiost&y is estimated between 8 and 9
bcm per year (equal to forecast demand by the 3@Hr).
It is, therefore, evident that:



There is sufficient spare capacity for the curreatket levels

The capacity of the LNG terminal is more than adeegucompared to the
overall capacity of the NGTS, as well as to the ©fthe Greek market, and
even more will be adequate for the longer term,oaling to present
estimations.

This spare capacity could be exploited to supply @waSEE or even to EU
through backhaul flows (South/North) and swaps i transit pipelines in
the wider region (Gas moving to many directions ).

Evolution of the Greek Natural Gas Market

The data shown in the following tables indicate=adly that both the imports of gas
and the consumption have been increased subshartiaing the indicated period.
Specifically, from approximately 21 million MWh &he year of 2001 it has been
increased up to 43 million MWh at the year of 208ii.increase of about 105%.

YEAR RUSSIA | ALGERIA EACSELESRN TOTAL
1996 12 12

1997 148 148

1998 806 806

1999 1421 1421
2000 1461 444 1905
2001 1419 467 1886
2002 1535 484 2019
2003 1766 518 2284
2004 2052 450 2502
2005 2259 403 2662
2006 2552 559 3111
2007 2929 860 30 3819

Imported Natural Gas Quantities in Greek MarkahihNm3 / year
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The first conclusion that could be emanated froenahalysis of the above mentioned
data, is that the overall consumption is incregsstl about linearly from the year

2001 to the year 2005, on the other hand the chdngeg the period from 2006 to

2007 is almost exponential. This increase in gaswmption is primarily due to the

increase in the electrical power demand, and dubaaexpanding of the residential
and commercial sector.

The overall gas consumption will keep increasingthe imminent years, and

according to present estimations it will be appmedely 7.5 bcm by the year 2012.

Reqgulatory Developments in the Greek Gas Market

The new Greek Gas Market Regime:

According to the provisions of Law 3428/2005, the&istng National Gas
Transmission System (including the LNG Terminalhat island of Revythoussa) and
its expansions (including storage and Transit) @gwen to a fully regulated TPA
regime.

Access to the NGTS is implemented following thevisions of the Network Code,
under standard contracts and published regulateidfstaministerial act No.
4599/2006).

The Network Code, the standard contracts and tiféstare approved by the Minister
of Development, following the consenting opinion thie Regulatory Agency of
Energy (RAE).

Present Legal Framewark

All provisions of the Directive 2003/55/EC and tReegulation 1775 have been
incorporated into the new pertinent legislation.

A Transportation Contract for the Shippers of NGAr&l the relevant tariffs for the
Greek Market, has already been published.desfa.g).

A contract for the use of the LNG Terminal is cathg under elaboration, and soon
will be finalized and ready for implementation.

A detailed Network Code for the NGTS is under prapan, by DESFA and RAE. It

is envisaged that a first draft with all the tecahidetails will be published within the
first semester 02008.

Supply to eligible customers is already possiblesnewithout the finalization of the

secondary legislation.

The main provisions of the Law include, inter alia

Implementation of Use-It-Or-Lose-It principles rediag capacity reservation.
Secondary trading of both: transportation capaatyd gas quantities
(facilitated by the development of an electronidddin board).

Long term capacity contracts are permitted, howeggecific provisions
oblige DESFA to expand capacity when physical cetige is anticipated,
mainly in the entry and exit points.

Certain limitations of the capacity that any shippeallowed to reserve at
specific entry points (including the LNG Terminal).



Gas Transportation Tariffs:

The tariffs for the usage of the Gas TransportaBgatem and of the LNG Terminal
were published in March 2006.

These tariffs were structured with the view:
To reduce the “portfolio effect” of the gas incumband
To create a level playing field also in the elaxtyi market
Mainly, the principle of the Tariff Methodology algd is the folowing:
Postage stamp for the NGTS and a separate tariffiéoLNG
95% of Revythoussa LNG Terminal costs weoeializedin the NGTS tariffs:
this was considered mandatory for the initial phaSenarket liberalization,

with the objective to provide incentives for thecrigased utilization of the
LNG terminal and to facilitate new gas entry point.

Requlating Transit Flows

According to the Greek regulatory regime theretas@ options for the development
of transit projects. These options are:

1) Developed by DESFA under a (long term) Standarahgpartation Contract.
2) Developed by an independent investor as an Indepe¢r@as Transportation
System

Both of these systems are by default under a fdbulated TPA regime. Actually,
there is nothing to prohibit the investors in chingsthe most suitable scheme.
However, the expressed preferred option for DESEAoption 1, as it promotes
efficiency (same operator) and synergies with thisteg gas infrastructure. As a
consequence, regulation has been designed to pedhute synergies.

DESFA is obligated to implement new projects, tmgeasing system’s capacity as
long as certain guarantees (regarding upstreamdawthstream capacity as well as
supply contracts) and commitments (regarding regshware provided by transit
shippers.

Shippers, according to their investments plans, fae® to build their own
infrastructure, under a regulated TPA regime, simib the one DESFA is obliged to
implement. This approach provides security for édreatment, and also provides
maximum synergies between existing and future stfugture. This results to a
balance between the need for security of gas suppdythe minimum distortion of
relative competition.

When a new gas Exit Point has to be constructec§H2Eproposes to the potential
Shippers of the NGTS for transit purposes a Conthat has three main milestones:
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1) The implementation of the necessary technical studh order to create the
new capacity. DESFA requires from the potentialphr, a Guarantee Bond
for all the costs that will be occurred during gtadies._It is highlighted that
there is no capacity reservation in this phaséetbntract

2) The establishment of a Connection Agreement, wD&8FA s.a is obliged to
allocate the needed capacity to the Shipper, ancbihstruct the necessary
infrastructure within a certain time period. Towarthis fulfillment, the
Shipper is obliged to provide a Guarantee Bondtlfier construction of the
new infrastructure (the level of this Bond will bgamined by DESFA based
on the specific case).

3) The establishment of a Transportation Agreemengra/ishipper has “Ship or
Pay” commitments for the whole period of the Loregrh Contract.

With respect to the NGTS access rules, the follgviaasic principles are applied:

Access to the NGTS is done through a standard acnspecified in the
Network Code, which includes the published trantgtiom tariffs.

The Long term contracts are accepted.
Regarding the Congestion Management, DESFA s.a snalkéhe necessary actions
when the booked capacity of an Entry or Exit pamiceeds the total send out
capacity. These actions are the following:

Increase of available capacity through new infradtire.
Utilization of interruptible transportation conttac

Basic Conclusions

Concluding this paper, some very basic parametars de highlighted and indicated
as the main principles pertinent to the Hellenics Gaansmission System Operator
(DESFA) S.A with respect to its role and its pecdpes.

DESFA's role as an energy hub:

Two steps to be realized towards this goal:
1. Realization of planned and new transit pipelin€d,(Bouth Stream).
2. Completion of the whole legal framework for TPA ess.

DESFA aims to:
* exploit its enormous capabilities in the area of gearket
» play a very important geopolitical role as an egdrgb
» serve as a corridor for Caspian and Middle-Eastgé#se EU gas network
* provide the transportation of gas through the systnd the security of
undisturbed flow from the east to the west.
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