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Before I turn to the prospects of gas industry in Ukraine, a bit of history of the XX century, as the conference is marked by historical event – 160 years of gas industry in Slovakia.

Few people know that the first gas from the East to Europe, considered as Soviet or Russian, in fact came from Ukrainian gas fields. In 1945, after the end of the Second World War, Ukrainian gas came to Poland. Russian gas from the Western Siberia was supplied to Europe later – in the second half of the 70’s. Before exploration of Western Siberian fields, even Moscow had been supplied with Ukrainian gas since 50’s. Similarly, in the beginning of 60’s Ukrainian gas was supplied to Belarus, Lithuania and Latvia. After the trunk gas pipeline Dolyna – Uzhgorod was put into operation in 1967, the suppling of Ukrainian gas started to Сzecho-Slovakia and Austria. By the way, the Western Siberian fields were developed mainly with the participation of Ukrainian geologists, drillers, gas workers etc. In 1975, Ukraine had produced 68.5 bcm of gas. It was an absolute record. Already in the 80’s, Ukrainian deposits went on the stage of exhaustion. Based on the depleted gas fields in Western Ukraine, a system of underground gas storage facilities was established that works not only in the favor of Ukraine, but also in the favor of Europe.
In the post-Soviet period in the 90’s, production in Ukraine continued to decline and only in the 2000’s, the decline was stopped and slight increase was shown - from 18 bcm per year to 21.0 bcm in 2013. In practice, since the mid 2000's production volume balanced in diapason of 20-21 bcm per year. 

In the prewar period of 2012-2013, gas industry of Ukraine received a chance for accelerated development. The Ukrainian geologists’ studies as well as foreign evaluations showed the presence of serious potential for the discovery and development of new gas fields. 
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The main prospects were related to the exploration of the Black Sea shelf. The NJSC Naftogaz of Ukraine purchased two modern offshore drilling platforms that allowed Chornomornaftogaz to double gas production in the shallow-water area. To the deep-water shelf western majors were invited. Two consortiums headed by ExxonMobil and ENI were at the initial stage of establishment.
The prospects of increasing domestic gas production on the territory of continental Ukraine is related to the need of deep drilling – at the depth of 4,5-5-5,5 km. This is not only the estimates of geologists, but it has already been proven by success of the private company DTEK-Naftogaz that in three years increased 2,6 times its initial production from 0.5 bcm in 2013 to 1.3 bcm last year. Dnieper-Donetsk Depression was and still is the most promising area for gas production. It produced almost 4/5 of Ukrainian gas. On dry land, Shell and Chevron companies came in the sector of both conventional and unconventional gas exploration. They signed corresponding production sharing agreements.

All these plans and prospects turned under threat because of the Russian aggression against Ukraine in 2014. Now one could argue that the Kremlin's actions were based on the strong energy motives. Given the traditional ability of Russia to create anti-competitive and monopolistic schemes, occupation of Crimea gave Russia the possibility to solve a number of strategic issues:

- elimination of promising and large-scale gas production projects in the Black Sea that Ukraine initiated in cooperation with the leading European and American companies; 

- displacement of the Western major competitors of Russian public companies from the northern sector of the Black Sea;

- depriving Ukraine access to the bulk of offshore gas fields and prospective reserves in the Black Sea.

Mining and drilling platforms on the shelf in the sector between Crimea and Odessa were captured by Russia during the occupation of the peninsula, though they were located beyond a 12-mile distance of Crimea.
Today the exploration of the Black Sea shelf in the Ukrainian sector is impossible. Therefore, the main focus is on the Dnieper-Donets Depression. Ukrainian gas production consists 3/4 of gas produced by the state-owned company UkrGasVydobuvannya and 1/4 by private companies. The strategic course that is taken by the government - to achieve sustainability and minimize gas imports with the perspective to stop them at all.
Russian aggression was the factor that led to reconsidering of approaches to consumption and gas imports. Twenty years ago, in the mid-90s, Ukraine consumed 85.4 bcm of natural gas per year and this amount was only for 21.2% of domestic production. The rest was imported from Russia and Turkmenistan via Russia. In 2015, consumption amounted to 33.7 bcm while the share of domestic gas consumption in the balance sheet amounted to 59%, while imports from Russia to 18.2%. In the current 2016, none cubic meter of Russian gas was imported by Ukraine. Since 25 November 2015, imports of Russian gas have not been made, but the transit of Russian supplies to Europe is performed. One can say that this is Ukrainian response to the Gazprom’s actions, called "zero transit through Ukraine". Zero transit through Ukraine after 2020 to Gazprom means zero imports of Russian gas even today.
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In order to minimize threats for energy security of Ukraine related to gas imports from the one source, since 2012 the diversification of gas supplies has been launched. There were signed contracts on gas supplies from Europe. Since November 2012, reverse gas supplies to Ukraine have been started from Poland. Since March 2013 – from Hungary. After signing the Memorandum of Understanding between PJSC Ukrtransgaz and Eustream in April 2014, since September gas supplies through Slovakia to Ukraine has been launched. As for today, general volume of gas supply capacities from Europe composes 22.6 bcm per year, including 14.5 bcm from Slovakia through GMS Budince, 6.5 bcm from Hungary through GMS Beregdaróc and 1.5 bcm from Poland through GMS Hermanowice. We are extremely grateful to our Slovak, Polish and Hungarian partners for cooperation and solidarity in this difficult period. Reverse gas supplies, in particular through the territory of the Slovak Republic, allowed to neutralize ‘gas weapon’ of the Russian hybrid aggression against Ukraine. 
Let us pass to the gas transit through the territory of Ukraine and its prospects in the context of the Russian-German plans of the Nord Stream-2 construction and the Russian-Turkish plans of the Turkish Stream construction. The maximum volume of gas transit through the Gas Transmission System of Ukraine was reached in 2005 and consisted 136.3 bcm, including 121.4 bcm to the EU countries, the Balkans and Turkey.
Russia is actively trying to discredit the traditional route for gas transit to Europe via Ukraine, acting in various ways as propaganda concerning outdated and unreliable gas transportation system of Ukraine, "civil war" in Ukraine, stealing gas and other nonsense. In 2014, during hybrid aggression, acts of sabotage, disguised under the technical incidents, took place on the Urengoy-Pomary-Uzhgorod gas pipeline. But due to the uniqueness of Ukrainian GTS and its high level of interconnectivity it did not cause an interruption of gas supplies to Europe even for a second. GTS of Ukraine has passed and continues to pass the exam of “extreme scenario” already for three years, providing uninterrupted transit of the Siberian gas to Europe. 
Statistics show that the number of accidents on pipelines of Ukrainian GTS tends to decrease. Gazprom is not so transparent in the provision of primary data. Gazprom’s Informatorium gives a generalized data: “…at an average the accidents intensity on the trunk gas pipelines compose 0.2 accident per year to 1,000 km". This means that the rate of Gazprom is 33.7 accidents per year. When compared with the averaged data of Ukrtransgaz for the last five years – at an average of 29 accidents per year. Russian figure cedes to Ukrainian.
What’s next?
Government of Ukraine carries out gas sector reform in compliance with European energy legislation, in particular Second and Third Energy Packages. The process of Naftogaz’ unbundling has started, that passes not easy. The Government of Ukraine and the corporate sector focused on attracting the best European practices. I am glad to see here my old Slovak friend Karel Hirman, a leading energy advisor to the group of Ivan Miklos that consults Ukrainian government in their reforming pass. 

Energy Strategy of Ukraine, which currently is under review, formulates 3-parallel policy, more specifically reduction of gas consumption with a simultaneous gas saving and energy efficiency measures and build-up of domestic gas production in regards to import minimization or abandoning. 
An ambitious goal was set to reduce gas consumption in Ukraine by 2020 to the level of 26 bcm and increase to the same level domestic gas production. As already mentioned, today domestic gas production composes 20 bcm. Increasing gas production in 4-5 years by additional 6.7 billion cubic meters by intensifying production on existing wells and by drilling new wells using the latest technologies in collaboration with European and American companies seems quite real. And additional aspect of Slovak aid for Ukraine is in the field of energy efficiency. Research Centre of the Slovak Association of Foreign Policy and Centre for Global Studies under support of SlovakAid realizes project “Slovak and Visegrad’s experience of energy efficiency for Ukraine”. One from several targets is experience of minimization of gas consumption, biomass instead gas etc.
As regards to gas transit, three base scenarios are considered: 
1. Maintaining the current status quo with the transit level of 60-70 bcm per year.
2. Fall of transit. Not in 2020 but later. When Russia will realize bypass projects on the Baltic Sea and the Black Sea.

3. “Zero transit” already in 2020, when Russia regardless to the stage of realization of the bypass projects refuses to use Ukrainian GTS for supplying Europe with gas.

And last point of my presentation. We can assume that common sense and economic reality will prevail over political and geopolitical ambitions of Russia (Slide 12). IEA estimates confirm that the Ukrainian-Slovak route is and will remain optimal for both Russian supplies to Europe and supplies from non-Russian sources. However, we are preparing for the worst scenario when the GTS will have to be optimized, transportation capacity will have to be reduced and GTS will have to be redirected exclusively on domestic work. Hardly, the loss of Ukrainian GTS from the routes of gas supplies to the EU will work in favor of Europe, but in the event that Ukraine will minimize gas consumption and increase own production, we will not care that Russia will do with Europe. Certainly, we will be deeply concerned similar to Europe, which is deeply concerned with Russian aggression against Ukraine not names things by their proper names.
Obviously, we consider the Central European region to be an environment for cooperation, particularly our neighbors – Slovakia, Poland, Hungary, Romania. In particular, the construction of the new gas interconnection between Poland and Ukraine Drozdovychy - Bilche-Volytsya is envisaged as existing pipeline is outdated and has small capacity. Gas Interconnection Poland-Ukraine will have length of 99.3 km, capacity of 7-8 bcm per year and cost $245 mln. Also, the projects with involvement of European partners to Ukraine's GTS are considered. Here the cooperation with Slovak Eustream should be particularly emphasized. Western Ukrainian underground storage facilities could be the basis for cooperation in gas storage in the future, if the relevant preconditions would be created. 
Now, it is clear, that we should be joint in our efforts to end infrastructure, politically motivated and economically unjustified expansion of Russia in Europe that is harmful to the countries of Central and Eastern Europe. I hope that in Brussels, they take into account Article 274 (Slide 13) of the Ukraine-EU Association Agreement: «With a view to further integrate markets of energy goods, each Party shall take into account the energy networks and capacities of the other Party when developing policy documents regarding demand and supply scenarios, interconnections, energy strategies and infrastructure development plans».  I hope that for Brussels this agreement and the interests of Slovakia as the EU Member-State worth more than the paper it is written on.
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