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Foreword

Stober, Poltavets & Associates will begin to provide an ongoing coverage of
the Ukrainian gas market. We are doing this for a number of reasons:
First, there are plenty of untold stories about this process – stories that are
never heard outside the small expert community. Reforms have been
pushed out of the news agenda, as other, and more negative,
developments, have dominated Ukraine business headlines for the past two
years.
Second, the progress and the changed market dynamics in Ukraine’s gas
trade are probably the best examples of how the country has turned
towards the west. From being more or less 100% dependent on Russian gas
imports to satisfy industrial and private consumption, its total imports are
now from European partners. Moreover, international financial institutions
have been deeply involved in shaping up the market environment, and
there are many parallel conversations going on, which will ultimately have
an important impact on the opportunities to do business in the Ukrainian
gas sector. We believe it is important to have a central place from which to
follow this process.
Finally, then there is the question of privatisation and governance. Naftogaz
– the local gas behemoth – is facing increasing pressure to reform its
corporate governance structure, and privatisation in the sector is on the
agenda. With this entire process going on we think that foreign observers,
investors, and business partners, would do well to monitor developments
closely. We are happy to schedule calls to clients, to discuss specific
matters.
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February takeaways: Gas reform on the
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Government plans to avoid
gas import after 2020

Naftogaz: no negotiations
with Gazprom

Friday, 17 February 2017.

Thursday, 16 February 2017.

P r i m e M i n i s t e r Vo l o dy m y r
Groisman has announced the
government’s plan to increase the
internal production of gas, to
cover all Ukraine's requirements
for business and private
households, until 2020. The level
of import in 2016 was 8.2 billion
cubic meters of gas, covered by
15 European companies (Engie,
RWE Supply and Trading, Uniper
Global Commodities, TrailStone,
Shell Energy Europe, Axpo
Trading, Statoil, PGNiG, CEZ,
and others). The government’s
plan is too optimistic; in reality
the best chance is to have gas
imported from Europe to Ukraine.

Commercial director of Naftogaz,
Yuriy Vitrenko, has claimed that
Ukrainian company is not in
negotiations with Gazprom on
the issue of renewing gas
supplies to Ukraine. Gas import
from Europe fully covers
Ukraine’s requirements, so there
is no need to buy Russian gas.
Naftogaz policy is to wait until
the decision of the Stockholm
arbitrary court, in autumn 2017,
regarding the contract with
Gazprom, and only then will it
plan further relations with the
Russian side.
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IMF agrees with Ukraine
on new conditions for gas
pricing
Friday, 17 February 2017.
The Ukrainian government and
the IMF have agreed on a new
procedure for changing the gas
prices for the population of the
country after 1 April 2017. Gas
prices will be revised each half
year, using as a base the average
imported gas price for the
previous 6 months. This will
allow the government to protect
the population from spikes in gas
prices.
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Russia cannot stop reverse
gas to Ukraine

Ukraine has enough gas in
underground storages

Thursday, 16 February 2017.

Wednesday, 15 February 2017.

R u s s i a ’s e n e r g y m i n i s t e r,
Alexander Novak, has proved that
his country had no legal right to
stop the reverse flow of Russian
gas from Europe to Ukraine.
Novak claims that the main gas
export to Ukraine via Slovakia is
done with Russian gas, which can
be proved by the balance of
Russia’s gas supplies to Europe.
However, Russia admits the right
o f U k ra i n e t o b u y g a s f r o m
Europe, according to EU
legislation, if Ukraine should
choose such an option.

Naftogaz has released
information that there are
currently 8.9 billion cubic meters
of gas in underground storages;
this will allow all consumers to
get through this heating season
s u c c e s s f u l l y. T h e n e c e s s a r y
minimum of 6 billion cubic
meters in storages allows
Naftogaz to use about 2.9 from
the current total of 8.9, which is
enough to meet the needs of
Ukrainian consumers, both in the
general population and business,
who are getting used to paying
fair market prices for gas. It will
be hard for Gazprom, or any
other gas players, to play on the
issue of panic about low levels of
gas storage, and to push Naftogaz
to buy additional amounts of gas
in March 2017.

UKRANEWS

Enterprises' gas debts to
Naftogaz are growing
Wednesday, 15 February 2017.
Th e g a s d e b t s o f U k r a i n i a n
industry before Naftogaz are
g r ow i n g a n d n ow t o t a l 3 4 . 1
billion UAH (about 1.2 billion
euro), which will complicate the
process of reform inside the
company. About 80% of the debt
is for gas consumed for heat
production so, for private gas
suppliers, selling gas to heatproducing companies is not the
best option. There is also a
political element, in that the
biggest debts to the state
company, Naftogaz, are those of
heat-generating companies of
formerly the biggest Ukrainian
oligarch Rinat Akhmetov.
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Poland still the popular
route for gas export to
Ukraine
Friday, 10 February 2017.
In 2016, Polish company PGNiG
signed an agreement with
Ukrainian company, ERU Trading,
which will allow it to sell 400
million cubic meters of gas to
U k r a i n e . To p - m a n a g e m e n t o f
PGNiG is interested in the
Ukrainian gas market, and plans
to expand their gas exports in this
direction, to up to 1.5 billion
cubic meters, which is the
maximum technological capacity
of the gas route from Poland to
Ukraine today.
UKRINFORM
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CALENDAR
From 1 March, Naftogaz will lower gas prices for industrial
consumers by 7%.
Up to 13 March, Ukraine’s gas market regulator will accept
proposals for changes to the Code on gas storages, which will
allow more effective use of gas storing capacities.
By 17 March, the emergency regime in Ukraine’s energy system,
implemented by the government’s decision, is to be reviewed by
the Government.
On 24 March, the internal audit of Ukrtransgaz (which manages
the main gas pipelines in Ukraine) will be finished; this might lead
to changes in the management of the companies, under Naftogaz
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For more information about these stories, or to
get in touch with an analyst, please contact
info@stober-poltavets.com
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