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Ukraine’s president pulled out of gas price talks with Russian leader Vladimir Putin at the last
minute Tuesday, raising concern about the reliability of supplies to Europe before a Russia-
EU summit.

The postponement revived memories of disputes between the two countries that led to
reductions in the supply of Russian gas to Europe through Ukraine’s pipeline network in 2006
and 2009.

Viktor Yanukovych, whose country is a transit route for Russian gas, had been due to meet the
Russian president in Moscow to try to secure a reduction in Ukraine’s fuel bill.

But Kremlin foreign policy aide Yury Ushakov said Yanukovych had postponed the talks
because more time was needed to prepare documents they had planned to sign.
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“Yanukovych had planned to visit today and it has been decided to delay this visit,” Ushakov
said. “It is necessary to conduct additional expert work to complete all the documents that we
had initially planned to sign.”

Putin is due to meet European Union leaders in Brussels on Friday, and energy is likely to be
high on the agenda, but a repeat of what have become known as the “New Year gas wars” is
not likely.

Cuts to European gas supply transiting Ukraine during earlier disputes exacted a cost for both
countries, prompting Europe to step up an energy-security agenda, including reduction of
transit risk and diversification of supply away from Russia.

Russia’s gas export monopoly Gazprom, an important contributor to the Russian state
budget, depends on European exports for the majority of its revenues, while Ukraine depends
on transit fees from Russia to fill its state coffers.

“I do not expect a new gas war. There might be some kind of information warfare,” Ukrainian
political analyst Volodymyr Fesenko said.

“The visit has been postponed because they apparently failed to agree but I do not think this
will lead to escalated tension. If we stick to the current agreements, and we will, there should
be no escalation.”

While in Brussels, Putin will portray Russia as a reliable supplier and present his country’s
case against EU open-market measures that Moscow says discourage investment in
infrastructure that helps secure flows of gas to Europe.

Questions about compliance with equal-access rules hang over the South Stream pipeline
project in particular. South Stream is to bring gas directly from Russia via the Black Sea floor
to southeastern Europe, bypassing Ukraine’s transit network.

Ukraine, for its part, stands to lose transit revenues if South Stream goes ahead and could
benefit from a standoff between Russia and the EU over the pipeline’s compliance with access
rules.

“Ukraine has been complaining to the EU about Russia and its plans to build South Stream,”
Valery Nesterov, an analyst with Sberbank investment research, said.

“Ukraine wants the EU to pour cold water on South Stream. I think there is no threat to
Russian gas flows to Europe.”
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