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Russia's Gazprom Wants to Raise
Domestic Gas Prices as Ruble Plunge
Hits Margins
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A Gazprom sign is seen in front of the White House in Moscow.

With oil prices at five-year lows and Russia's ruble tumbling after them, Russia's Gazprom
has once again drawn attention to the incredibly low gas prices it is forced to set on the
domestic market.

Gazprom makes huge sums by selling gas abroad under long-term contracts that are tied
to the oil price, but its domestic prices are controlled by the government — at what
the company says are economically unviable levels.

"Under the current conditions we have to make a choice. We cannot pursue the same
economic model anymore," said Valery Golubev, deputy board chairman at Gazprom,
speaking at the international Gas Of Russia 2014 forum on Thursday.
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Wholesale gas prices inside Russia vary depending on the region, but on average they are
around 4,000 rubles ($72 at current exchange rates) per 1,000 cubic meters. European
consumers pay $385 per 1,000 cubic meters.

The value of the ruble has plunged 40 percent against the U.S. dollar since January under
the weight of Western sanctions and falling oil prices. At the start of this year 4,000 rubles
was worth $125.

Gazprom says revenue from domestic gas sales no longer covers costs: "We would agree to a
level of domestic prices that could cover our expenses for infrastructure maintenance as well
as new projects, leaving at least some profit margin," Golubev said.

This is not the first time that Gazprom has called for liberalization or at least an increase
in domestic gas prices, but the current state of economy is making the monopoly rase
the alarm again.

The price of Brent crude, the global benchmark, on Thursday was $65, down from a high
of $115 in June. Russia is one of the world's biggest energy exporters, and the country's
economy is struggling to fend off recession.

Gazprom was not allowed to raise the price of gas this year. In 2015, prices are set to grow
at the level of inflation.

Original url:
https://www.themoscowtimes.com/2014/12/11/russias-gazprom-wants-to-raise-domestic-gas-prices-a
s-ruble-plunge-hits-margins-a42221



