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1.  2014 has become the first year in the history of Ukrainian-Russian gas relations, when because of gas blockade from Gazprom Ukraine have not used Russian gas during 180 days. Winter period of 2014/2015 Ukraine also passed through with the own gas production, reverse flows from the EU and gas from storage. Main indicators of gas consumption and imports in the current decade make evident steady reduction of gas leverage impact on economics and policy of Ukraine; however minimization is not very significant as yet. (Slide 2)

Kremlin’s ”projections” about energy catastrophe in Ukraine without Russian gas together with Ukraine’s failure to ensure gas transit to the EU appeared to be only theses of Putin’s propaganda. Although scenario to cut off gas supply to Ukraine and the EU is still in force, warm winter and reverse flows from Europe reduce chances for success nearly to zero. The General “Frost” was not an ally for Kremlin this winter. In recent days, Kremlin has started a scenario of the third gas crisis with the aim to use its last change to press with gas leverage during this winter heating season. Gazprom accused Naftogaz in accumulating some debts, despite the fact, that since December 2014 all gas supplies have been made upon prepayment. At the same time, Gazprom states to have started direct gas supply to DNR/LNR through GMS, which are not controlled by Ukraine and located on occupied territory. It could be not ruled out, that Gazprom might also stop gas transit to the EU, traditionally accusing Ukraine in “gas stealing”. The main goal is to force European Commission to support Turkish Stream as an alternative to the gas transit via Ukraine, by declaring necessity to ensure safe gas supplies to the EU. Russia considers that Europe, being afraid of gas supply stippage and comfort violation, will shut eyes to Russian behavior in the East of Ukraine. I do not exclude case when key gas consumers in the EU – Germany, Italy and Hungary – will receive proposals on significant price reduction in turn for their “more soft” position towards Russian involvement in Ukraine.
  
Available technical capacities make it possible to ensure gas import from the EU to Ukraine in 2015 at the average of 19,5 bcm. (Slide 3) Directions: Slovakia – 11,5; Hungary – 6,5; Poland – 1,5. However, Hungary is a weak point, because Orban’s government is going deeper and deeper under Kremlin’s influence. An evidence was the gas supply cut off from Hungarian direction in 2014. Therefore, Ukraine should not count on maximal supply from Hungarian direction very much. At the same time, according to Eustream: «Interest of the shippers again exceeded the offered capacity. Entire booked capacity of the Vojany-Uzhorod pipeline until the end of 2016 has reached 14,6 bcm/year».

A substantial solution for the situation could be opening of so-called “big reverse” via Slovakia with the capacity of 30 bcm annually, given support from the European Commission. It would be in interests of some European companies, because they could more flexible use potential of Ukrainian underground storage facilities (Slide 4). The latest is very significant, given creation of the Energy Union in the EU, where from our point of view, signatories of Energy Community Treaty, established by the EU in 2005 should participate. Ukraine creates with its GTS and UGSF serious added values for the future of the Energy Union. Since June 2014, Ukraine’s GTS and UGSF have been functioning in completely transparent way, providing information on gas transit and gas storage volumes according to GIE standards (Slide 5). 

Nevertheless, there are some doubts with regard to unconditional support from the EU to Ukraine in energy sector, because the European Commission deals in Ukrainian case, taking into account to great instance Russia’s and Gazprom interests. Last year the call of Vice-President Joe Biden to the Slovak Prime Minister R. Fico has played very significant role in decision to solve the issue of gas reverse via Slovakia to Ukraine. Unfortunately, the EU is a “hybrid” ally of Ukraine in the Russian hybrid war against Ukraine, and is not able to withstand effectively against the aggressor. The EU does not have “steel eggs”.

2. The situation in nuclear power sector of Ukraine seems to be quite stable. One could state, that United Energy System of Ukraine avoided collapse, because nuclear generation covered problems, occurred in thermal power generation. Ukraine has purchased in 2014 nuclear fuel for $628,176 mnl., where Russian fuel made $588,831 mln.; fuel, produced by Westinghouse – $39,345 mln. Currently non-Russian fuel makes only 7%. However, even this fact allows balancing price appetites of Rosatom. Nevertheless, we may not be sure, that we will not have problems with supply of Russian fuel in the future. Therefore, enhanced contract between Energoatom and Westinghouse, singed at the end of 2014, is a counterbalance for containment of Kremlin to use Rosatom as a next leverage to influence Ukraine similar to Gazprom. This year Westinghouse fuel supplies should come to Ukrainian NPP in larger amounts. 

3. Coal and electricity have become problems in energy supply chain in Ukraine in 2014. Ukraine has been traditionally self-sufficient in terms of coal supply. However, after Russian occupation of a part of Ukrainian territory with most of mines, which have provided anthracite coal, the half of thermal power plants were putted to the critical level of functioning (7 from 14 biggest system building thermal power stations) and stability of United Energy System of Ukraine was challenged. This problem will be actual also in 2015. Moreover, if Russian invasion in Donbass will not be stopped, further coal production areas will come under occupation, thus increasing dependence on energy imports and requiring additional financial sources, which of course are very hard to find timely and in proper amounts. 

Compulsory agreements on coal and electricity imports from the aggressor country were the most negative results in 2014 for energy sector. Moreover, the agreement on electricity import from Russia made binding obligations for Ukraine to ensure regular supply of electricity to annexed Crimea. These agreements are results of coulisse agreements of oligarchs. From business point of view, the deal with Russian electricity aims to find target market for new volumes, which were made available in the South of Russia. They come from third power generating unit of Rostov NPP, putted into operation in 2014. (Slide 6) The fourth power-generating unit should go into operation in 2015. It will make available additional volumes of electricity in the South of Russia and one more stimulus for Kremlin to cut a corridor to Crimea for both solving its energy deficit and utilization of new energy amounts. 

For Ukraine, it is connected with the biggest military and energy challenge in 2015-2016. There is a risk of further invasion into the South of Ukraine and capturing of important energy and water infrastructure. (Slide 7) The loss of control over key generating capacities of the United Energy System of Ukraine – Zaporiz’ka NPP (the biggest in Europe) and Zaporiz’ka TPP (the biggest in Ukraine) could lead to critical shortage of energy supply in the country. By the way, this year Zaporiz’ka NPP will receive for the first time nuclear fuel, produced by Westinghouse. Russia is strongly opposing this deal and aims to preserve own nuclear monopoly in Ukraine.  

4. The warfare in Ukraine during the second part of 2014 – beginning of 2015 is clearly connected with targeted destruction of railway, coal and gas transportation infrastructure by artillery fire and demonstrates practical implementation of theses on new kinds of warfare, stated by Valeriy Gerasimov, the Head of the General Staff of the Armed Forces of the Russian Federation. «Reduction of military and economic potential of the state by destruction of its critical military and civil infrastructure in the shortest period of time». According to so called «Novorossia experts», who developed different scenarios to create blackout in the United Energy System of Ukraine, «the heel of Achilles» for the United Energy System of Ukraine generation is in Energodar,  Zaporizhia region, where aggregated capacities of thermal and nuclear power make 9,6 GWt. According to projections of so called experts, an action together with cyber-attack against the system of operational dispatching of the United Energy System of Ukraine would cause “system breakdown of the entire united energy system”. “It could be achieved by an attack… The attack instrument could be artillery or pilotless vehicles».

Further expansion of Russian troops on neighbouring with DNR/LNR territories in the East and the South of Ukraine would lead to reanimation of the Novorossia project, with the perspective of self-sufficient energy supply and capability to survive economically contrary to non-sufficient in economic terms DNR/LNR within their current areas. Moreover, Ukraine would become energy reliant on occupied territories, if nearly the entire coal production will be occupied, partly also gas production areas, main NPP and TPP capacities and strategic from the point of view of water supply to Crimea Kakhovka hydro hub. Therefore, prevention of further military expansion of Russia through improvement of combat capacities of Ukrainian military forces is a key guaranty for preservation of current energy potential of the country and its capability to go through winter period of 2015/2016 and in coming years.

ІІ. Let me suggest some theses on regional and international aspects of Putin’s policies with regard to global energy sector, which appear more or less clear from events in Ukraine. According to our analysis, Russia sets up following goals (Slide 8):
· hinder the development of unconventional hydrocarbons in Europe and conventional on the Black Sea shelf.
· keep and strengthen Russia’s status of the main hydrocarbon supplier to the EU and monopolistic status on the Eastern gas direction of supplies to the EU;
· destabilize existing and future energy supplies to the EU from the non-Russian sources;
· take under control prospective hydrocarbon deposits of global significance

It should be noted that the goal to hinder development of prospective production projects on the Black Sea shelf and unconventional gas projects with participation of American companies is practically achieved. (Slide 9). The next area for Russian actions is becoming more and more Caspian Sea and South Caucasus, where projects on producing and delivering Caspian gas from Turkmenistan and Azerbaijan to the EU should be realized (Slide 10). I am very much afraid, whether Europe will receive these resources. Russia will do its best to prevent their arrival to Europe or will let them only under own control. Russia has made a serious challenge to the West in the Arctic, which is considered already as the area of own dominance, given the biggest among Arctic countries navy and icebreaker fleet in the Polar circle. (Slide 11).

Finally, I have to emphasize, that the West will pay very heavy price tomorrow, if it will not support today Ukraine with all possible means in its efforts to counter Russian aggression. The future of the world, including energy sphere, is being determined today in Ukraine. 
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