UKRAINIAN POLICY OF
GAZPROM IN 2000-2012

Mikhail Korchemkin
East European Gas Analysis

YKpauHcKas
NOJIMTUKA

[fasnpoma B
2000-2012 rr.

Muxaun KopuyeMkuH

Mikhail Korchemkin

February 2012 www.eegas.com



EEGﬂ Recent Gas Export Problems of Gazprom
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Gazprom’s Mistakes — Owmnbku MNasnpoma

 Gazprom has dumped its gas storage

expansion program for 2005-2010.

Gazprom has reduced the inflow of
Turkmen gas by 90-100 mmcm/day.

Russian pipeline system is unable to meet
the demand of domestic and foreign
clients on a very cold day.

— Because of the presidential election,
Gazprom was unable to reduce supplies to
domestic consumers.

There is a lot of spare export capacity.

OTtka3s oT nporpammbl pacwumpeHus MNXT.
CokpalueHune 3aKynok TYypKMEeHCKOro rasa
Ha 80-100 MIiH. Ky6. M B CYTKMW.

'TC Poccum okasanacb HeCnocobHom
obecneynTb NOTPEOHOCTU B rase npu
dHOMaAJlibHO XOHOAHO% noroge.

— BbI60pbI He no3sonunu MNasnpomy
OTKINMIO4YNTbL NnoTpedbuteneun B PP.
MOLI.I,HOCTI: JKCMOPTHLIX rasonpoBononB

HaMHOro npesbillaeT HOTPGGHOCTM.
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EEGﬂ Ukrainian Policy of Gazprom in 2000-2012
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e’ | YKpauHCKaa nonutuka MNasnpoma B 2000-2012

Russian Gas Transit via Ukraine to Europe, bcm
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2000-2005 Ukraine’s demotion from reliable partner to “Orange parasite”
2006-2009 “Gas Wars” — Why did Gazprom turn off the tap?
2009-2012 Nothing political, just business

2000-2005 YKpauHa — OT HagEeXHoro napTHepa A0 «OpaHXeBOoro napasuTta»
2006-2009 «la3oBble BOMHbI» — noyemy Fa3npom nepekpbin KpaH?
2009-2012 Hukakou NONUTUKU, TONBKO OU3HecC
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“G@ 2000 — 2004: Expansion — PacwupeHue

Gas Analysis

* Expansion of the Ananiev-Tiraspol-lzmail
pipeline (joint project of Gazprom and
Naftogaz) completed in 2003.

http://www.gazprom.com/press/news/2003/july/article62480/

« The Bogorodchany-Uzhgorod pipeline
construction preliminary agreement
signed on Oct-27-2004

http://www.gazprom.com/press/news/2004/october/article62913/

« “Orange Revolution” — Nov-Dec-2004.

* PacwwupeHue rasonposoaa AHaHbEB-
Tupacnonb-Uamann (npoekt Nasnpoma un
Hadptorasa) sasepwieHo B 2003 r.

http://www.gazprom.ru/press/news/2003/july/article54476/

« 27.10.2004 — npeaBapuTenbHoe
cornaiwieHue o cTpouTenbCcTBe r-ga
BoropoauyaHbI-YXXropoga.

http://www.gazprom.ru/press/news/2004/october/article55033/

« Hosabpb-pekabpb 2004 — «OpaHxeBas
peBonoLUA»

Kyiv, October 27, 2004

Mikhail Korchemkin February 2012 5
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EEGQ 2005: Bypassing the parasites — B o6xoa «napa3mtoB»
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« June 7, 2005 - Gazprom says the Ukrainian
contract terms are profitable and confirms the
Bogorodchany-Uzhgorod pipeline plan.

http://web.archive.org/web/20051025121847/http://www.gazprom.ru/articles/
article16998.shtml

* Sep-8, 2005 — NEGP agreement is signed. On
Sep-16, the project enters its investment stage.

* Nov-22, 2005 — Putin says gas transit countries
are parasites.

http://archive.kremlin.ru/text/appears/2005/11/97871.shtml

» Dec-2005 - Freedom of international gas transit
terminated in Russia — Ready for “war”.

e 7.06.2005 — Na3npoM Ha3sbIiBaeT YKpauHCKUN
KOHTPAKT «04YeHb BbIFrOAHbLIMY.

e 8.09.2005 - NMNognucaHo cornaweHue o CET.
16.09 npoeKT nepewén B UHBECT. CTagulo.

e 22.11.2005 — NyTUH Ha3bIiBaeT TPaH3UTHbIE
CTpaHbl «NapasnutTamm».

V.Putin & G. Schroder « [ekabpb 2005 — B Poccuu 3anpelyeHa cBo6oaa

MeXAyHapoAHOro TpaH3uTa rasa — BCE rotoBo
K <BOUHEe».

Mikhail Korchemkin February 2012 6
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EEG& “2d Gas War” — 2009 — «2-a N'azoBass BOMHa»
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« V.Putin ordered to turn off the tap after USD Billion
Gazprom’s alleged loss of 65.3 mmcm of y
fuel gas valued at $26 M.

http://www.premier.gov.ru/eng/events/news/2948/

» This action has caused Gazprom a
direct loss of $ 2 Bn.

* B.lyTnH npukasan 3akpbITb KpaH nocrne 1

«Kpaxu» 65.3 MnH m3 TONSIMBHOrO rasa
CTOUMOCTbIO $ 26 MIIH.
http://[premier.gov.ru/events/news/2948/
« JTa onepaumsa npuHecna Nasnpomy
npsimble notepu B pa3mepe $ 2 mnpa. 0.026

0 | | -
"Stolen" Direct
fuel gas loss
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EEGQ “2d Gas War” — 2009 —

Gas Analysis

« V.Putin ordered to turn off the tap after
Gazprom'’s alleged loss of 65.3 mmcm of
fuel gas valued at $26 M.

http://www.premier.gov.ru/eng/events/news/2948/

» This action has caused Gazprom a
direct loss of $ 2 Bn.

« Cost of new pipelines (inside Russia) to
feed South Stream exceeds $ 20 Bn.

« Conflict needed for contractors’ profits.

* B.lyTnH npukasan 3akpbITb KpaH nocrne
«Kpaxu» 65.3 MnH m3 TONSIMBHOrO rasa
CTOMMOCTbLIO $ 26 MnH.

http://premier.gov.ru/events/news/2948/

« JTa onepaumsa npuHecna Nasnpomy
npsAmMblie notepu B pasmepe $ 2 mnpa.

« CTOMMOCTb HOBbIX ra3oNpPoOBOAOB
(Tonbko B P®) onsa nogaum AsManbCKOro
rasa B South Stream — 6onee $ 20 mnpa.

* KoHdnukr - Heobxoaumoe ycrosue ans
nosiy4yeHus npuobbinen noapsaavmKoB.

Mikhail Korchemkin

«2-a NazoBas BOMHa»

USD Billion
_x“/
Most analysts put
18 contractors &
intermediaries’
16 1 || profits at 40-70%
14 17 | of the total cost.
12 |7 Mpubbinu
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Gazprom needs a permanent
conflict with Ukraine to justify its
pipeline construction program.

Contractors and intermediaries of
Gazprom have tremendous
lobbying capacity.
Transit will disappear and there is
nothing Ukraine can do about it.

— Gazprom claims to build South Stream

irrespectively of market conditions.

Ukraine should develop a relevant
business strategy for the period of
“divorcing” Gazprom.

— Transit tariff should grow with the
decrease of transit volumes.

— Sell storage services to Gazprom (no
need to buy summer gas at $416).

— Introduction of swap operations and
preparation for reversal flow.

Mikhail Korchemkin

It’s Just Business — 310 npocTo 6M3Hec

Fa3npomy HyXeH KOH(PIIUKT C
YKkpavHou onsa onpaBaaHus
CTpouTenbCTBa rasonpoBoAoOB.

Moapagumkm n nocpeaHUKn
Fasnpoma obnagaoT OrpoOMHbLIMU
NMOOOUNCTCKUMM BO3IMOXHOCTAMM.

TpaH3UT ucyesHeT Npu NOoOU
no3numumn YKpauHbl.
— Tla3npom obGewaeT nocTpoutb South
Stream BHe 3aBUCMMOCTU OT pPbIHKA.
YKpanHe Hago BbipaboTaTtb
ageKBaTHyH CTpaTeruvro Ha nepuos
«pa3Boga» c Nasnpomom.

— TpaH3uTHbIN Tapud AOMMKEH pacTu no
Mepe CoKpalleHMs o6bEMa TpaH3unTa.

— [lpopaxa ycnyr no xpaHeHuo ra3a (He
CTOMT NMOKynaTtb «JieTHUM» ra3 no $416).

— Wcnonb3oBaHue cBOMOBLIX onepauui
U NoAroToBKa K peBepcy.

February 2012 10
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$416/mcm — Gazprom calls it a subsidized price for Ukraine.
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| | Green line — Cost of gas bought at the Russian border at $416, shipped

across Ukraine and shipped through Slovakia at one-day rate.

Red line — Cost of gas bought at the Russian border at $416, shipped
across Ukraine and shipped through Slovakia at long-term rate.

Control over Ukrainian pipelines would help Gazprom to eliminate
competition in Ukraine. It would guarantee the high price of gas.
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