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Major risks associated with trans-
border gas pipelines

Saftey: Natural gas is transported across land not
owned by one single pipeline company and
outside of a secure industrial site:

Route planning and pipeline designs important.

Supply: Uncertain upstream developments:
Gas pipeline infrastructure may reach completion, but
there is no/or unstable gas flow; “not in my country”.

Market: Steady demand, creditworthiness,
payment discipline.

Long-term agreements, large users vs small, risk
premium.

Country risk: Stability, investment climate, legal
and regulatory frameworks,cross-border
relationships.



Implications of a high-risk
environment

= Lack of funding or very high cost of capital.
= Development of expensive infrastructure and

lack of Its use:

o Need for back-up energy, costs need to be
considered.

= Partially completed projects, incomplete
projects, delays:
o Loss of market.

= Break-down of cross-border relationships.




Risk mitigation measures

Keep projects as simple as possible and limit the
number of stake-holders.

Harmonized agreements among countries:
Beware though: country specific laws and regulations prevail.

Two Key contracts:
Gas Transportation Agreement (country a with country b).
Gas Sales and Purchase Agreement (country a with country

C).
The transporter is paid by the seller or the buyer:
Who best bears the risk?
Financial Indemnities:
Guarantees.
Insurance.



How to mitigate cross-border ]

risks




[ World Bank Group Support

IBRD: Loans
Guarantees

IFC: Equity
L_oans

_oan Syndication

MIGA: Political Risk Insurance



LLoan Syndication

Insurance




