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Gazprom’s expansion in EU

e EU gas needs and import structure

e Gazprom’s expansion in the EU:
- Russian gas supplies to EU
- Gazprom in EU gas infrastructure: state of being and plans
- Gazprom on EU final gas market, intermediaries
- Gazprom in EU non-gas sectors

e Case study of Gazprom’s strong engagement in EU: Baltic States
e Case study of strong resistance to Gazprom investment plans: Poland

e Conclusions
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EU25 gas sources

e EU domestic production
satisfies about 40%
of internal demand

Other
11.7%

Internal
* Main external sources 40.6%
of gas in EU were in 2006:
Russia (40% of imports),
Norway and Algeria
(together another 40%)

Norway
13.4%

Algieria
10.6%

e Other CIS producer’s share
in EU gas imports was negligible

Russia
23.7%

Data: IEA, Natural Gas Information 2007, for 2006
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EU15 vs EU10 gas imports

e EU15 accounts for almost 90% of EU25 gas consumption, EU10 — 10%
e EU25 imports 303,6 bcm: 85% of that goes to EU 15, 15% to EU10

EU15 external gas import sources

Other
21.2%

Russia
32.5%

Norway
25.4%

Algieria
20.9%

EU10 external gas import sources

Other
12.0%

Norway
6.4%

Russia
81.6%

Data: IEA, Natural Gas Information 2007, for 2006




OSRODEK STUDIOW WSCHODNICH IM. MARKA KARPIA

Contre for Eastern Studies

Gazprom as a supplier
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Dependency on gas supplies
realized by Gazprom (2006):

Imports:

EU15 - 28%;

Poland, Slovak Rep.,

Czech Rep., Hungary - 79%;
Lithuania, Latvia, Estonia - 100%

Consumption:

EU15 - 21%;

Poland, Slovak Rep.,

Czech Rep., Hungary - 67%;
Lithuania, Latvia, Estonia - 100%

© OSW/CES

tatistic agencies and ministries of specific European countries
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Gazprom’s major investments in gas infrastructure in Europe - existing
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Gazprom’s major investments in gas infrastructure in Europe, existing and planned
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Gazprom’s investments ohjectives

to diversify the routes for gas exports to the EU

to decrease dependency on current transit countries
in Eastern and Central Europe

to strengthen control over gas export systems to EU

to maintain liquidity on the EU market
(interconnectors, hubs and storage facilities)

to impede implementation of competing pipeline projects (Nabucco)

to counter the possible negative effects of liberalization of EU gas sector
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Gazprom’s share in European final gas market

= ; Volumes of gas sales
GAZPRO engagement: on final market [hcm]

M - direct @22.5%

(via ownership in companies selling gas on findl market)
[] - indirect
(via indirect relations with coﬂlgm(Znies selling_dgas on final market) 100
oS 58%
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* agreed supplies volumes for 2008
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Sources: CES/s own calculations based on gata from energy companies’ websites and nwcies Q *** as for 2008 (possible change in 2009)
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Modes of Gazprom’s presence on EU internal gas market

Shares in companies
responsible for gas
sales/distribution:

- Lietuvos Dujos (Lithuania)

- Latvijas Gaze (Latvia)
- Eesti gaas (Estonia)

- Gasum Oy (Finland)
- VNG (Germany)

Informal links:
- Dujotekana (Lith.)
- Emfesz (Hungary)

100% subsidiaries:

- ZMB (Germany)
- Centrex (Austria)

Joint ventures:

- Vemex (Czech)

- Central ltalia Gas
Holding (ltaly)

Joint-ventures:
- GHW (Austria)
- Wingas (Germany)
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Companies affiliated to Gazprom on EU final gas market

Vemex

Ownership structure: ZMB (33%), Centrex Europe Energy&Gas (33%), EW East-West Consult (34%)
Established in 2001, gas sales in Czech Rep. since 2006, holds a licence for gas sales in Slovakia

Contract with Gazprom for 0,5 bcm of gas supplies in 2008-2012, projects for buying gas internally
produced in Czech Rep.

Supplies industrial users and municipalities in Czech Rep. (inter alia to Prazska plynarenska
— supplier of Prague; Energetika Vitkovice and chemical company SPOLANA being among
the largest gas consumers in the Czech Rep.)

Emfesz

Ownership structure: The Firtash Group of Companies (100%, formerly Mabofi Holding), being also inter
alia co-owner of RosUkrEnergo

Operating in Hungary since 2006, gas and electricity market
10 years’ contract with RosUkrEnergo until 2015, yearly sales of 2-3 bcm
Supplies industrial users and municipalities in Hungary

Managing director — Istvan Goczi, also in the board of directors of GdF, formerly working
for Sibur and EuralTransGas
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Gazprom’s major investments in electric power engineering and chemical industries in Europe

L ]

GAZPROM'’s:
M Electricity generation | investments

m Chemical industry M ﬂﬂl
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Fertilizers manufacturers| S “M
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Gas sector in the Baltic states — Gazprom’s strong engagement

GAS
Itera
EXPORTERS GAZPROM -Latvija
100% 100% 70% 30%
I T 1

IMPORTING

COUNTRIES LITHUANIA ESTONIA LATVIA

1 1 1 1 [ 1 I
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FINAL MARKET Dujos 17% 0.5% 27% CHP 80% Gaze
45% Own use e 100%
SALES 9.5%
Own use
Lietuvos dujos ownership structure Eesti Gaas ownership structure Latvijas gaze ownership structure
Other Other Other
% 1.75% o 2.76%
6.3% lte;asl_;ﬁvua Itera-Latvija
State u 16.0%
. 17.7% Gazprom Gazprom
o 17.72%
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38.9%
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33.66%
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Poland - firmest resistance to Gazprom’s expansion
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Chemical industry

Shares controlled
48.64% by Gazprom
Possihle routes
of Russian gas supplies
to Polish final consumers
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Conclusions

* Gazprom’s presence on the EU’s energy market has been gradually increasing, partly due to EU enlargement.
There has not been though any major speed-ups in pace of Gazprom’s expansion in recent years.
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Conclusions

Gazprom’s presence on the EU’s energy market has been gradually increasing, partly due to EU enlargement.
There has not been though any major speed-ups in pace of Gazprom’s expansion in recent years.

Gazprom’s engagement in the EU’s gas infrastructure is currently relatively small, it has been growing
at a moderate rate over recent years. Simultaneously there is increasing number of infrastructural projects
planned and promoted by the Gazprom in the EU. Although it has not been determined yet whether any of them
will be realized, their implementation would completely change the European Union’s situation in this field.
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In recent years, Gazprom’s investment projects have also become an important tool of Russian propaganda,
which aims at influencing the policy choices of EU member states.
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will be realized, their implementation would completely change the European Union’s situation in this field.

In recent years, Gazprom’s investment projects have also become an important tool of Russian propaganda,
which aims at influencing the policy choices of EU member states.

Gazprom’s presence on EU gas final market is currently modest but steadily increasing. Gazprom has been active
on this market via its subsidiaries, joint-ventures and companies with no formal relation to the Russian firm.
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Gazprom’s presence on the EU’s energy market has been gradually increasing, partly due to EU enlargement.
There has not been though any major speed-ups in pace of Gazprom’s expansion in recent years.

Gazprom’s engagement in the EU’s gas infrastructure is currently relatively small, it has been growing
at a moderate rate over recent years. Simultaneously there is increasing number of infrastructural projects
planned and promoted by the Gazprom in the EU. Although it has not been determined yet whether any of them
will be realized, their implementation would completely change the European Union’s situation in this field.

In recent years, Gazprom’s investment projects have also become an important tool of Russian propaganda,
which aims at influencing the policy choices of EU member states.

Gazprom’s presence on EU gas final market is currently modest but steadily increasing. Gazprom has been active
on this market via its subsidiaries, joint-ventures and companies with no formal relation to the Russian firm.

Sofar, regardless of the implementation of the second gas liberalisation directive, none of those EU member states
where Gazprom is traditionally the dominant supplier has managed to diversify their supplies significantly.
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