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DILEMMAS & 2ek

 Major CEE energy policy dilemma

Re-orientation from and re-worked
cooperation with Russia

e The real issue: the risks of unilateral
dependence and not SoS

Price- and political risks versus security of
supply
o Competition and source diversification: the
right order?



GAS PIPELINES IN EU (1970)
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GAS PIPELINES IN EU (1980) [ ——
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GAS PIPELINES IN EU (1990) [ ——
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GAS PIPELINES IN EU (2000) [ ——
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PROBLEMS WITH THE PRESENT
INFRASTRUCTURE, BUT...

\



...PLANNED PIPELINE PROJECTS

Russian—
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INFRASTRUCTURE
CHARACTERISTICS FOR CEE

« Unilateral dependence on Russian supplies
Radial East-West transit gas pipelines

A few landlocked countries (Czech, Slovakia,
Hungary)

No LNG present for Poland, the Baltic states or
Croatia

e Missing North-South cooperation

« Major Russian participation in sector privatisation
Baltic states, Balkans, Hungary

 No chances for intense wholesale competition In
the mid-term



GAS - SECURITY OF SUPPLY
INDICATORS, 2004

% of gas

multiple multiple multiple

dofriolergtic % of import import supply connection to Izg%tigi;rsn

oroduction sources companies  supply sources
AT 235 76,5 YES YES YES YES
HR 59,0 41,0 NO NO YES YES
CZ 20 98,0 YES YES YES YES
HU 20,3 79,7 YES NO YES YES
RO 70,5 29,5 NO YES NO YES
S 20 98,0 YES NO YES YES
SK 22 97.8 YES YES YES YES

Source: EUROSTAT, CEER, IGU



GAS IMPORT STRUCTURE IN CEE, 2003
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THE IMPORTANCE OF NABUCCO
S

*Alternative gas partially independent from Russia
*SEE and CEE cooperation
Common EU and US interests



ZADDICTION TO GAS” - HUNGARY

> 40% share of gas Iin primary energy
consumption

* 90% of households are connected to the gas grid

e /5% of domestic consumption comes from
Russian imports,

* Missing real alternative routes for gas shipping

« Massive subsidies on final gas prices

e 300 billion If environmental externalities are accounted
for



UNILATERAL DEPENDENCE
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RISKS

 No. 1: Price / competitiveness

* No. 2: Unhealthy Russian political
Influence

* No. 3: Security of supply
(underinvestment)



DIVERSIFICATION ALTERNATIVES

* Direct pipeline project to the Caspian or TPA to
Gazprom pipelines
One voice!
* North-South cooperation
CEE interconnections
LNG: Croatia, Poland
 Stronger West — East cooperation and
Integration
Pipeline extensions
Liquidity at Baumgarten hub

» Cost-Benefit analysis of alternatives is missing



QUESTIONS

* Future of Caspian and Central Asian gas
e See recent Iranian - Austrian deal

* Future of Russian gas politics — Is there a
chance for a radical change?

e Counter - productive

e Future of coordinated action on CEE level
and ,one voice” from Europe (Germany)



