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Andris Piebalgs
Commissioner for Energy

Committee for Industry, Research and Energy (ITRE)
Brussels, 2 September 2009 

Gas Supply situation

(Gas SOS Regulation and Russia/Ukraine Relations)

Introduction

This is my first appearance before the new ITRE committee, so I would like to take the 

opportunity to congratulate you all on your election – or re-election - as members of the 

European Parliament. As I said in a speech before the European Energy Forum yesterday, 

“energy is a field where we have shown that the European Union can make a real difference 

in just 5 years”. And this is in a large part due to the work and support of the ITRE committee 

and its members. The next 5 years will be as critical and as challenging as the previous, so 

you will have a great contribution to make with the future Energy Commissioner.

I would also congratulate Herr Reul on his election as ITRE chairman. I have known Herr 

Reul for the last 5 years as a dedicated MEP with a particular interest in Energy, so I very 

much look forward to working with you.

Now – to the topic of the day – Gas Supply:
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Situation over the summer period

We were fortunate enough not to face a gas crisis during this summer, as some of us had 

feared. 

Naftogaz has so far been able to meet its payment obligations towards Gazprom, latest on 5 

August On 28 August, and following contacts between Naftogaz Ukrainy CEO Dubyna and 

Gazprom chief Alexei Miller, Ukrainian Prime Minister Yulia Tymoshenko stated in a press 

conference that Ukraine will pay for Russian gas supplied in August in full and on time, that 

is, early September. Tymoshenko also said that due to the economic crisis, Russia would not 

fine Ukraine for purchasing less gas than stipulated by the current contracts. 

I think the European Union has contributed to this smooth summer thanks to the pre-emptive 

work that has been carried out with all stakeholders. Before and during the summer, the 

Commission was indeed working intensively to explore solutions to the immediate issue of 

Ukrainian problems of paying for gas to be put in gas storages for the winter months, so that 

we can avoid another gas supply disruption this winter. Let me recap some of the main 

developments:

 In June a mission of senior officials travelled to Moscow and Kyiv to explore these 

issues with our Russian and Ukrainian counter-parts. President Barroso thereafter 

raised the issue with the Heads of State and Government at the meeting of the June 

European Council. He also met with representatives of the European gas industry to 

discuss this question. The Commission and the international community at large also 

worked hard to provide Ukraine / Naftogaz with financial assistance to deal with 

external debts and gas purchases. 

 In July, the IMF reached an agreement on additional reforms with Ukraine enabling it 

to release a third tranche of $3.3 billion out of its $16.4 billion Stand-By Arrangement. 

In doing so the IMF amended the fiscal deficit target to include the deficit of 

Naftogaz.
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 Shortly thereafter, the Commission and the International Financial Institutions (World 

Bank, EBRD, EIB and IMF) also reached an agreement with Ukraine on further short 

and medium- to long-term gas sector reform measures, including gas tariff reforms 

and structural reforms of Naftogaz. 

 This opened the way for a financial assistance package of around $1.7 billion to be 

provided by the International Financial Institutions to Ukraine. The package includes 

both funds for short-term gas purchases and for the modernisation of the Ukrainian 

gas transit system in the longer term.

 The banks are now doing the necessary due diligence work for the loan arrangements. 

To assist the IFIs in their due diligence, the Commission sent a technical verification 

mission to Ukraine to check key data concerning gas storages. 

 The Commission is also giving consideration to a large macro-financial assistance 

programme for Ukraine intended to contribute to covering Ukraine’s external 

financing needs and supporting the authorities’ economic stabilization and reform 

programme, and in particular the reform of the social safety net (to cope with gas tariff 

increases)

However, the relationship between Russia and Ukraine still contains structural loopholes that 

justify that we continue to apply the principle of precaution and give a helping hand whenever 

needed. The Commission will remain vigilant to ensure the European Union is not affected by 

a new disruption. It shall therefore continue to facilitate discussions between the International 

Financial Institutions and the Ukrainian authorities regarding the support package and 

ensuring Ukraine implements all the conditions for receiving the financial assistance pledged. 

Follow-up meetings with the Ukraine/Naftogaz and the International Financial Institutions 

will be organised throughout the critical period. 
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January crisis and lessons learned – including Recovery plan and Nabucco

Already in the second Strategic Energy Review, in November 2008, the Commission 

analyzed the current legislation on Security of Gas Supply and concluded that in case of a 

major gas supply crisis, Europe could face serious problems.

Our fears were confirmed in January 2009. The interruption of the supply of 20% of our 

consumption, with peaks of a 100% of disruption of supply for some Member States during

two whole weeks, showed the weaknesses, but also the strengths of our gas supply system. 

And out of this crisis we learnt very valuable lessons that showed us the way forward. I would 

like to indicate three.
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First lesson

The internal gas market is the backbone and the best insurance which we can subscribe 

against any disruption of gas supply, whatever its causes.

Second lesson

The situation is different in each and every Member State. Some depend on a main supply 

pipeline; others on LNG; some have important gas storages, while others enjoy significant 

own production. That means that we need an EU approach that also caters for the specificities 

of all.

Third lesson

Together we are stronger. Everything indicates that the crisis would have lasted longer if the 

EU had not stepped in and acted as a broker. The January events will also be remembered as a 

symbolic moment in which Europe genuinely spoke with one voice. All together, with our 

Russian and Ukrainian partners, we contributed to find a solution that no one could have 

reached if we had acted in a piecemeal or divided way. During January's crisis, the Gas 

Coordination Group found ways to allow Member States help one another. 

In conclusion, the Commission's analysis and the crisis of January confirmed clearly that we 

need to reinforce our security of gas supply with market based mechanisms, while considering 

national specificities, without losing the combined strengths offered by the European 

dimension.
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Let me mention 2 further aspects:

The European Recovery Plan, that allocates more than one billion € to key gas 

interconnectors and more than 700 million to electricity interconnectors is part of the answer. 

It is necessary, but not enough.

The signature of the Intergovernmental Agreement on the Nabucco pipeline in July is also 

part of the answer. But again, we have to go further and materialize the molecules into the 

pipeline.  I know that we will debate this issue in the next Plenary session in Strasbourg on 17 

September, so I will not go into that issue right now.

For all of these reasons, and following several debates and resolutions in the Parliament, the 

Commission proposed in July two regulations that oblige Member States to take 

precautionary measures for a serious crisis, that improve solidarity in the EU and that 

empower Europe to speak with one voice with the producer and transit countries.
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Regulation on notification of Energy Investments

The first is a regulation to improve transparency and data collection on energy investment 

projects in the EU. 

Between now and 2030, up to 1 trillion Euros will have to be spent on the EU’s electricity 

network and generation capacity, and up to €150 billion on gas networks.

At a time when a severe financial and economic crisis is triggering obstacles and delays to 

energy investment, it is essential to have a clear picture of the likely evolution of energy 

infrastructure to enhance predictability, security and forecasts. 

With the new regulation, Member States' authorities will be required every two years to 

collect and notify data on investment projects concerning production, transport and storage. 

The Commission will produce detailed analysis on the information provided. 

Given the challenges ahead and the massive investment needed, the Commission will further 

contribute to create a favourable investment climate for economic operators. 

It will also be better equipped to anticipate potential infrastructure gaps and threats to the 

EU's security of supply. 
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Regulation on Security of Gas Supply

So, what does the new regulation propose?

The regulation establishes new ways to sort out the security of supply to each individual 

Member State, and defines actions for the EU in case of supply disruption, beyond the market 

response.

Contrary to oil, gas is a replaceable fuel, so there is no need for strategic stocks, as it is the 

case of oil. 

Instead, it is more appropriate to look for market rules that allow each Member State to look 

for the most effective ways to face the interruption of supply from their main infrastructure.

This is what we call the N minus 1 indicator, that is, the ability of the remaining infrastructure 

to ensure the supply of gas during 60 days even in the worst weather scenario.

In order to implement the N minus 1 requirements, each Member State will have to designate 

a Competent Authority. 

This authority will have to draw up Preventive Action Plans and Emergency Plans to mitigate 

the risks identified in the risk assessment.

These plans have to pay particular attention to protected consumers like households, schools 

or hospitals, even in extreme supply and meteorological conditions.

The Commission together with the new Energy Agency (ACER) and the European Network 

of Gas Network Operators (ENTSO-G) will ensure the coherence and effectiveness of theses 

Plans.
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The Commission proposes a catalogue of measures, both on demand and supply sides, which

Member States can use to ensure the effectiveness of their action plans. These include:

o On the supply side

 Gas storages (commercial or strategic)

 Reverse flows

 Diversification of supplies, etc.

o On the demand side

 Fuel switch

 Interruptability of contracts, etc.

Member States Preventive and Emergency plans will equip them with the necessary tools to 

face a locally confined gas crisis, but the Regulation also proposes rules on how to coordinate 

action during an acute crisis of a European scale. 

The regulation will empower the Commission with the role of coordinating internal solidarity 

mechanisms and make sure that Europe speaks with one voice with third countries in case of a 

Community Emergency.

The Commission can declare an Emergency at the request of any Member State, or when the 

Community loses more than 10% of its daily gas imports.

The regulation entitles the Commission to coordinate the actions of the Member States, ensure 

the exchange of information, and coordinate the actions with regard to third countries. Once 

more, the objective is for the EU to speak with one voice. 
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The regulation also entitles the Commission to create a monitoring task force that can be 

deployed inside or outside the EU to report on gas flows, in cooperation with third countries.

The main tool for the Commission to develop this role will be the Gas Coordination Group 

which will be reinforced with the representatives of the new Energy Regulators Agency 

(ACER) and the European Network of Gas Network Operators (ENTSO-G).
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Future, long term measures vis-à-vis Russia/Ukraine

Finally, it is clear that the difficult gas relations between Russia and Ukraine will last for 

some time in the future and at least until energy reforms in Ukraine materialize or another 

solution is found. Critically, due to its growing gas debt to Gazprom, Naftogaz is not expected 

to collect any revenues from gas transit fees until the second or third quarter of 2010.

The Commission is therefore intensifying its support to gas market reforms in Ukraine.

Negotiations are ongoing concerning Ukraine's accession to the Energy Community Treaty 

and Ukraine's resulting implementation of the EU electricity and gas legislation. Efforts are 

focusing on the finalization of a new Ukrainian gas law implementing the needed reforms in 

terms of gas market restructuring. 

The Commission however stands ready to send further gas monitors to Ukraine and Russia, if 

needed. Russia is being regularly kept informed concerning the Commission's engagement 

with Ukraine to find a lasting solution to the problems in the gas sector. 

The EU is also preparing for the worst case scenario. The EU Gas Coordination Group meets 

regularly to coordinate the preparedness situation in the Member States for a possible cut of 

Russian gas supplies through Ukraine (levels of gas in EU storage, possibility to reverse gas 

flows in EU pipelines, fuel switching, planed maintenance operations and LNG etc). 

Gazprom and Naftogaz have been regularly invited to especially dedicated sessions and will 

be invited to share any developments concerning negotiations for gas relations in 2010. 
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Conclusion

The 2 proposals will be examined in the coming months both in Parliament, by this 

Committee, and by the Council. The Swedish Presidency is aiming for an agreement on the 

proposal by the end of the year, if at all possible. I look forward to your support to work 

together along this timeline. My services, and myself, are ready to give you every help you 

may need.

This does not mean that there are not other things we should look at. We have a big Energy 

Efficiency package currently under discussion between the co-legislators – and the adoption 

of this will of course also influence our energy security in a very positive way.

Thank you for your attention
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