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Topics to be addressed

1) General Russian concept (energy strategy) for new
pipelines: why new pipelines to Europe are needed?

2) Why opposition to them from some forces in the EU and
USA?

3) Whether bypassing Ukraine is politically or economically
motivated?

4) What can be (and could have been) set against attacks on
Russian alternative pipelines?

A.Konoplyanik, IP Week, London, 22.02.2018
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Russia-EU common interest & mechanisms for
minimizing transit risks
* Prior to dissolution of COMECON/USSR:
* Delivery points at COMECON-EU border, de facto no transit via

COMECON, producer/exporter had full operational control on gas
value chain from wellhead to delivery point

e After dissolution of COMECON/USSR:

* New sovereign independent states between producer/exporter
(Russia) and EU => producer has lost control on transit part of gas
value chain => transit risks

* To minimize transit risks for importer & exporter = to diversify:
* For importer: multiple sources of supply, routes (+suppliers)
* For exporter: multiple markets, routes (+ importers)
e => diversification of routes = common interest for producer/exporter

& importer => to exclude transit totally or alternative pipelines (by-
passes)
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Russia’s existing/new supplies to Europe (to the unbundled EU gas market): (1) resource base
moves from Nadym-Pur-Taz to Yamal, (2) Ukrainian transit risks & costs increases, => (3)
modernization existing (since end-60’s) infrastructure vs new construction transportation route
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Fight against NS2: multilayer task for EU (& other players)

* To force Russia continue large-scale gas transit to EU via UA post-2019 => Russia’s
transit fees to UA vs financial support of UA from EU/US public finance

 Special Third Gas Directive amendments against NS2 (retroactive to investment
already made): to slow down (if not to prevent) NS2 construction/start-up + to
export EU acquis into Russia (MTPA => competition between Russian companies)
* Export EU acquis upstream cross-border gas value chains = regular long-standing EU task in
favour of EU business = mainstream of EU external economic policy

* Most recent: new concept “upstream-downstream partnership” in Quo Vadis 2" preliminary report
(13.12.2017) = proposal for implementation of 3" EU Energy Package within Russia

e Additional (hidden?) aim (?): to provoke further conflict between Gazprom & Rosneft (on
Russian gas market “liberalization” issue):

* Gazprom: state agent (sole pipeline exporter by law) on monetizing Russian pipeline gas (maximize
marketable resource rent) => to escape Russian gas vs Russian gas competition

* Rosneft: would like to monetize its large gas resources (preferably internationally), agent agreements
on gas marketing at external markets: with GPE vs with BP

* Political consequences: open conflict between two Russian state companies = a blow on prestige of
“Putin’s regime”?
* Russia has withdrawn from ECT provisional application (2009), but whether ECT
can help Russia/Gazprom/NS-2 sponsors to sustain anti-NS2 legal initiatives of the
Commission?

e ECT Art.13 => Art.26: Investors of EU MSs against the EU (?) (30+ precedents in EU => reverse
to “Yukos Case”)



Increasing number of ‘investor-state’ disputes based on ECT Art.26
from investors of EU Member-States against EU Member-States
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For the period since 2001
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Source: Y.PycHak, A.KoHONAAHUK. dBONOLUA Mmodenun sHeprobesonacHocTn. Poccua n 3X: He ocTaTbeA Ha oboumnHe. // «HedTerasosas
Beptukanb». 2015, No10, c.4-12 (7).
Based on: http://www.energycharter.org/what-we-do/dispute-settlement/all-investment-dispute-settlement-cases/
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Thank you for your
attention!

Disclaimer: Views expressed in this presentation do not
necessarily reflect (may/should reflect) and/or coincide
(may/should be consistent) with official position of Gazprom
Group (incl. Gazprom JSC and/or Gazprom export LLC), its
stockholders and/or its/their affiliated persons, or any Russian
official authority, and are within full personal responsibility of
the author of this presentation.
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