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Introduction
ü This presentation covers problems and solutions in the energy sector, 

in particular gas, oil, nuclear energy and coal.  

ü Ukraine is important to the world energy markets because it is an 
important transit corridor for Russian oil and gas exports to Europe 
and is a significant energy consumer. 

ü Ukraine has one of the most energy intensive (and inefficient) 
economies in the world. It is one of Europeôs largest energy 
consumers -- twice as much energy per unit of GDP as  Germany. 
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Gas: Problems 

üGas represents the lionôs 

share of Ukraineôs energy 

consumption structure.  

üUkraine is one of the 

largest natural gas transit 

states worldwide.  Its 

pipelines deliver 70 

percent of Russian gas 

sales to Europe. Only 

about 80 % of 143 bcm 

capacity of the Ukraineôs 

gas transportation 

system is used.
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Gas: Problems

ü Gas prices do not reflect market conditions and are kept 
artificially low to advance populist agendas, reward 
political allies  and satisfy personal business interests of 
politicians in power.  

ü This situation leaves Naftohaz of Ukraine stripped of 
funds. For example, on 1 October 2009 Naftohaz 
defaulted on its $500 million Eurobond issue after it 
failed to make a payment on time.  

ü There is a conflict of personal, corporate and national 
interests in the gas market. 

ü Gas trade has become a battlefield for political disputes 
between Russia and Ukraine. 
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Gas: Solutions: Short-Term

ü Allow the markets to determine gas prices, which would 
increase as a result. 

ü Naftohaz of Ukraine should unbundle gas extracting, 
transportation and distribution companies, and deal only 
with import/export and sale of gas.   The transparency of 
all actors in the gas sector should be augmented. 

ü The government should privatize Ukrtranshaz, the state 
company responsible for the gas transportation system, 
but leave its golden share in the portfolio to pre-empt any 
attempts by Russian state companies of taking over and 
using pipelines against Ukraineôs national interests.
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Gas: Solutions: Long term

üEnergy efficiency of the Ukrainian industries and 
household consumption must be increased. 

üUkraine should cooperate with Japanese 
companies and scientists (such as Japex 
Petroleum Exploration Co Ltd.), who are working 
on commercialization of methane hydrate, found 
in  abundance at the bottom of the Black Sea.

üUkraine should develop an LNG terminal on the 
Black Sea coast for import of gas from Africa 
and the Middle East. 


