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Ukraine Gas and Power Market
Update

Ukraine’s gas market has continued to evolve, with
the next step being the imposition of daily balancing and Ukraine seeking to attract EU firms to use
its storage infrastructure.
But the expiration of Naftogaz and Gazprom’s
transit contract at the end of the year and upcoming
elections cast a long shadow over the market’s
future.
Meanwhile, power trade between Ukraine and
Romania has increased at the beginning of this
year, and exports to the EU are likely to grow
further when Ukraine introduces a power exchange
and synchronises its grid with Entso-E.
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Ukraine on track for weaker summer gas imports

Inventories rising above year-earlier levels, production growth
and further decreases in consumption could result in weak
Ukrainian demand for gas from EU countries this summer.
Mild weather forecast for the coming weeks could result
in inventories moving back above a year earlier, even though
stocks of 10.2bn m³ on 19 February were still at a 756mn m³
deficit.
State-owned Naftogaz made quick withdrawals in January,
as the firm turned down imports, pushing stocks below a year
earlier. But Ukraine has been making quicker imports at the
EU border this month, helping it to curb the stockdraw. And
withdrawals over the remainder of the winter are unlikely to
match last year’s extremely quick stockdraw of 80.6mn m³/d
on 19 February-31 March to meet high heating demand during
cold weather.
Average withdrawals of 22.8mn m³ on 19 February-31
March in 2015-17 would leave inventories at 11.2bn m³ on
1 April. Taking the linear correlation between withdrawals
and heating degree days in Kiev so far this month and the
temperature forecast over the coming weeks would result in
stocks of just under 8.1bn m³ on 1 April.
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Consumption declined in recent years

Summer consumption
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Both are higher than the 7.7bn m³ in place on 1 April 2018.
Assuming Ukraine targets stocks similar to 16.3bn m³ on 1
October 2018 to meet its domestic demand and stocks of 8.1bn
m³ on 1 April, injection demand would be 44.5mn m³/d in AprilSeptember, down from 47mn m³/d last summer.

Production climbs

Expected increases in production this year could further limit
Ukraine’s import demand, assuming steady or lower consumption compared with a year earlier.
Domestic production has grown in recent years. It
could accelerate further this year on the back of higher
investment in 2018 and stronger exploration and drilling
activity, domestic producers association AGPU said. This
was supported by lower subsoil taxes for new wells and
the regulator streamlining permitting procedures offering
greater incentives to private-sector firms. But in any event,
the production growth in January was led by state-controlled
Ukrgazvydobuvannya (UGV).
The growth in output on a year earlier averaged 1.1mn m³/d
in October-18 February. If this continues in February-March it
could further displace the need for withdrawals and leave stocks
on 1 April at 8.2bn m³, cutting summer injection demand by a
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Ukrainian consumption has fallen substantially in recent years
but even assuming flat consumption compared with last summer import demand would be down substantially.
Ukrainian consumption had fallen to 32.3bn m³ last year
from 50.3bn m³ in 2013. The halt to industrial operations
in the east of the country as a result of conflict cut demand
substantially. And Ukraine has engaged in policy measures to
switch away from gas and increase its fuel efficiency, reducing
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further 0.24mn m³/d compared with a year earlier.
And assuming the growth continues over the summer it
would lift production to 57.8mn m³/d from 56.7mn m³/d last
summer.
But Ukrnafta has forecast 2019 production in line with a
year earlier, even though it expects to increase investment
significantly. And Ukraine may fall short of its production
target of 28bn m³/yr by 2020 — equivalent to 76.7mn m³/d
— because growth in output has not kept pace with annual
targets in recent years.
UGV — the country’s largest producer — will not reach its
output target of 20bn m³/yr by 2020, compared with 15.4bn m³/yr
in 2018, participants said.
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demand further in recent years.
But the pace of consumption falling has slowed more
recently as industrial demand in other parts of the country has
recovered. This may leave summer consumption little different to
consumption of 44.5mn m³/d a year earlier.
Assuming production of 57.8mn m³/d in line with the growth
so far this winter, injection demand of 44.3mn m³/d based on the
weather adjusted stockdraw over the end of this winter, and flat
consumption, Ukraine would need to import 30.9mn m³/d this
summer. This is down from the 34.1mn m³/d it took last summer.
But flows into the country could be quicker if Ukraine
revises up its own storage targets or companies take up
Ukrtransgaz’s offer of customs-free storage, which would
enable firms in neighbouring countries to use Ukrainian
storage to then supply their own markets.

Ukraine’s gas output continues climb

Ukrainian production rose on the year in January, increasing
year on year for the seventh month in a row.
Output climbed to 58.6mn m³/d from 57.2mn m³/d a year
earlier, but was down from nearly 59mn m³/d in November —
the highest monthly average since at least May 2016. Higher
output from Ukrgazvydobuvannya (UGV) accounted for the
majority of the increase, although offtake from Ukrnafta and
private producers also rose. It was the first aggregate output
rise from the private sector since August last year.
UGV’s production climbed by over 1mn m³/d from January
a year earlier. The firm had increased its aggregate output
to 15.4bn m³ over 2018, below its output expectations of
15.5bn m³, but up from 15.2bn m³ in 2017.
Ukrainian gas production

UGV
Ukrnafta

mn m³/d

Jan 19

± Jan 18

± Dec 18

2018

± 2017

43.07

1.04

-0.72

42.24

0.49

3.19

0.25

0.11

2.95

-0.07

Others

12.33

0.08

0.21

12.03

-0.25

Total

58.58

1.37

-0.40

57.23

0.17

— Ukrtransgaz

Average Ukrainian gas output
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The company is targeting output of 20bn m³ in 2020, but
is unlikely to achieve this, industry sources said. This year’s
production will likely be similar to a year earlier, mainly because of
a lack of licences granted in recent years, a source said.
Ukrnafta also increased its output for the seventh
consecutive month. Naftogaz plans to take over Ukrnafta’s gas
production business in the first quarter of 2019 and pay off the
firm’s debts, which could allow higher investment in output.
And Kiev is offering a large number of onshore oil and gas
licences through online auctions and tenders for blocks under
production-sharing agreements.
Ukraine has improved conditions for would-be upstream
investors, lowering subsoil taxes for new wells and
streamlining permitting procedures.
The changes have driven increased investment,
exploration and drilling activity, and will likely lead to higher
output this year, domestic producers’ association AGPU said.

RWE leads fourth-quarter gas sales to Ukraine

RWE was the largest gas supplier to Ukraine in the fourth
quarter, ahead of Axpo and DXT Commodities, with all three
decreasing sales to the country from the third quarter.
RWE was also the largest seller to Ukraine over the year,
selling well over 2bn m³ to the country in 2018. But the firm’s
fourth-quarter sales dropped by over 400mn m³ from the
previous quarter.
Engie, Vitol and Cez each increased sales by about
90mn m³, while Uniper’s sales fell.
Ukraine’s aggregate imports slowed in October-December
from a year earlier, despite Ukraine entering the winter with
lower stocks than a year earlier. But Ukrainian firms chose to
draw down stocks rather than make quick imports, and higher
domestic production and lower consumption helped offset
slower imports.
Ukrainian stocks ended December at a deficit of 808mn m³
to a year earlier, compared with a 160mn m³ deficit on 1
October. Stocks fell even further below a year earlier by the
end of January, amid slowing imports. Ukrainian facilities held
10.6bn m³ on 12 February, down from 11.6bn m³ a year earlier.
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Slow gas sales to Ukraine may have helped curb withdrawals
in Germany and central and eastern Europe. Regional stocks
moved well above recent-year averages in November and
extended their surplus in recent weeks.
Sales to Ukraine by firm

mn m³

Firm*

4Q 18

3Q 18

2018

RWE Supply & Trading

653.1

1,075.1

2,162.4

Axpo Trading

530.0

578.5

1,588.7

DXT Commodities

434.9

436.9

1,331.9

Uniper

206.7

263.0

561.0

Engie

183.8

93.2

383.3

Vitol

174.3

83.6

258.0

Cez

124.1

35.2

291.4

Trafigura

120.9

112.0

265.3

115.5

81.4

264.4

106.0

0.0

107.5

Shell Energy Europe
ZaNGas
Eru Management Services

90.2

60.5

257.9

MET

68.5

167.3

379.8

PGNiG

61.4

74.5

198.0

Eni Trading & Shipping

54.5

50.1

104.6

AOT Energy Poland

51.1

90.8

256.8

GHG Emissions Traders

49.5

60.5

140.4

ArcelorMittal Energy

42.2

42.6

127.5

MFGK

41.6

23.5

94.5

West Oil Group

28.3

12.7

41.2

Naftogaz Trading Europe

22.4

74.0

182.7

Nafta-Gaz Trading

12.6

26.6

84.7

Kepler Trading

11.5

0.9

12.4

Barter

10.5

0.0

33.6

RL Prosperis Commerce

8.6

4.9

13.5

Coral Energy

8.2

12.6

20.8

Gaia Energy

4.9

0.4

5.3

OMV

4.6

0.0

4.6

Colombanier Analytics

4.0

0.0

4.0

Astarta Trading

3.1

0.0

3.1

Nitrofer

2.3

0.0

3.0

Handen

2.3

0.0

2.3

Listrade

1.4

0.0

1.4

Jas

1.4

2.0

37.9

World Petroleum Group

0.5

0.0

0.5

Trameta

0.1

0.0

0.9

CYEB

0.1

0.0

0.1

Total

3,235.1

3,462.8

9,225.4

https://direct.argusmedia.com/DataAndDownloads/DownloadFile/38246
*Firms with sales under 100,000m³ in 4Q18 not included
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Ukraine could again delay daily balancing

Regional gas distribution companies in Ukraine are not ready
to switch to a daily balancing regime, which could delay the
changeover to the new system scheduled for 1 March.
Ukrtransgaz is technically ready to proceed with daily
balancing but only one of 44 regional distributors is ready to
move from the current monthly balancing regime, the operator
said. Some 12 firms have not even started testing the system, it
said.
Ukrtransgaz has been taking monthly nominations for
January and February through its online platform, originally
designed for the start of daily balancing.
And several legislative and regulatory problems related
to the switch remain unsolved. These include setting
rules governing balancing transactions, taxation and
the unauthorised withdrawal of gas from the network,
Ukrtransgaz said.
The firm has informed regulator NCRE of the problems with
testing the system and the degree of readiness of regional
distribution companies.
The switch to daily balancing has already been delayed
several times, and NCRE fined Ukrtransgaz last year for its failure
to implement the regime as planned.

Ukraine tests gas backhaul towards Europe

Ukraine has conducted the first backhaul of gas towards
Slovakia at the Budince border point, Ukrtransgaz said, which
could encourage greater interest for firms in booking Ukrainian storage capacity.
Ukrtransgaz backhauled 2,234m³ of gas to Slovakia as a test
of its readiness as well as that of Eustream for future operations
on a similar scale.
Exports to Hungary are also planned, Ukrtransgaz said.
But interconnection agreements with Gaz System still need to
be amended before exports can start at the Polish border, the
company said.
The gas was sold by TAS Energy to Metallic. TAS Energy plans
to continue testing exports in the “nearest future”, director
Maksim Dmitruk said.
This is despite exports not being commercially viable at
present because the price of gas in Europe is lower than in local
markets, Uktransgaz said.
But backhauling gas gives potential clients full access to
the operator’s customs-free storage service, Ukrtransgaz said.
Some European firms booked Ukrainian storage capacity ahead
of winter 2017-18 and winter 2018-19. But a lack of published
exit tariffs for a number of border points curbed European
firms’ interest in using Ukrainian facilities, given concerns that
gas entering the country could not then be brought back to
neighbouring EU markets.
NCRE approved exit tariffs at Budince, Beregdaroc,
Hermanowice and Isaccea from 1 January for companies
holding gas in Ukrainian storage or the country’s producers to
export to Europe.
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Ukrainian gas imports

bn m³

Naftogaz imports by origin

2018

2017

+/- %

7.0

8.7

-19.5

Slovakia (Budince)

Naftogaz

bn m³
2018

2017

+/- %

5.7

8.6

-33.7

Other

3.6

5.4

-33.3

Hungary (Beregdaroc)

1.1

0.1

1,000.0

Total

10.6

14.1

-24.9

Poland (Hermanowice)

0.2

0.0

na

Total

7.0

8.7

-19.5

Traders hope for summer gas exports

Traders in Ukraine are eyeing the possibility of summer exports to European destinations.
Ukrtransgaz shipped around 2,230m³ of gas to Slovakia
for TAS Energy in late January, as a test of the readiness of its
network for future exports from Ukraine. TAS plans to continue
testing exports.
In general, exports from Ukraine are not commercially viable
because gas prices are lower in Europe. But exports could work
during the summer months, when there tends to be a surplus
of gas in storage in Ukraine, traders say. And backhauling —
re-exporting gas previously imported — from Ukraine gives
potential customers full access to customs-free storage capacity,
Ukrtransgaz says.
Some European firms booked gas storage capacity in
Ukraine ahead of winter 2017-18 and winter 2018-19. A lack
of published exit tariffs for a number of border points curbed
further interest, amid concerns of potential problems bringing
back gas to neighbouring EU markets from Ukraine. But NCRE
approved exit tariffs for exports to Europe from 1 January — at
Budince, Beregdaroc, Hermanowice and Isaccea — for firms
holding gas in Ukrainian storage facilities or producing gas in
the country.
Ukrainian gas imports dropped by almost a quarter to
10.6bn m³ last year, mainly because of higher withdrawals
from underground storage, state-owned Naftogaz says.

EU proposes reduced Ukraine gas transit volumes

The European Commission’s proposed plan for continuing the
transit of Russian gas through Ukraine after 2019 would lower
Gazprom’s minimum ship-or-pay obligations.
The Russian state-controlled company would be obliged
to deliver 30bn m³/yr through Ukraine, down from required
deliveries of about 110bn m³/yr. Maximum transit would be
capped at 90bn m³/yr, above 86.8bn m³ in 2018 but below
93.5bn m³ a year earlier. The cap would allow Ukraine to reduce
its network’s transit capacity, which can deliver 120bn m³/
yr to western Europe and 140bn m³/yr in total, according to
Ukrtransgaz.
The contract would run in January 2020-December 2029.
The commission proposed the plan at talks held on 21 January,
requesting the firms to consider the proposal in the coming
weeks.
But Gazprom has said that flows would fall to 10bn15bn m³/yr after the current deal expires at the end of the year.
The firm plans to redirect flows through its planned 55bn m³/
yr Nord Stream 2 and 31.5bn m³/yr Turkish Stream pipelines,
planned for completion by the end of the year.
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While combined capacity of 86.5bn m³/yr could almost
entirely offset last year’s transit flows, Gazprom may not be
able to use the pipelines at their maximum capacities next
year.
The Eugal pipeline — planned as the onshore continuation
of Nord Stream 2, running parallel with the existing Opal link
— is only planned to have entry capacity of 30.9bn m³/yr at the
start of 2020 before rising to 55bn m³/yr — in line with Nord
Stream 2’s capacity — from the start of 2021.
And the second 15.75bn m³/yr leg of Turkish Stream —
intended to supply Europe — requires an expansion of the
Bulgarian, Serbian, Romanian and Hungarian networks in
order to deliver volumes in line with planned capacity.
Russia is ready to continue transit through Ukraine if it is
economically attractive compared with other export routes,
Russian energy minister Alexander Novak has said.
Gazprom has offered to extend its transit contract
with Naftogaz without committing to specific volumes, the
Ukrainian firm’s chief commercial officer, Yuriy Vitrenko, said.
But this would allow Gazprom to reduce transit flows to zero,
he said.
Naftogaz has pushed for higher transit, with the Ukrainian
government saying flows must be at least 40bn m³/yr to be
economic.
The next round of ministerial talks are scheduled for May,
with expert-level talks planned in between, EU energy union
commissioner Maros Sefcovic said.

Nord Stream 2 caught by EU energy rules

Gazprom’s 55bn m³/yr Nord Stream 2 pipeline to Germany
will be subject to EU energy market rules, unless the German
government can secure an exemption from the European Commission.
The European Parliament and the Council of EU member
states provisionally agreed to revisions of the 2009 gas
directive on 13 February that will extend rules governing thirdparty access, unbundling and tariffs to new import pipelines
from non-EU countries in EU territorial waters.
The agreement between parliament and member states
means the revised gas directive legislation can be formally
adopted before parliament breaks for elections on 23-26
May. And adoption before Nord Stream 2 begins operations
towards the end of this year would classify the pipeline as new
infrastructure.
“With today’s deal, all future gas pipelines from non-EU
states — including Nord Stream 2 — will have to abide by
EU rules,” according to the parliament’s lead negotiator for
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revision of the gas directive, Jerzy Buzek. “Many wanted to
see these negotiations fail,” he says.
Gazprom said on 13 February that it will “refrain from
speculation about potential impacts of draft legislation that
has not yet been formally approved”.
But the Nord Stream 2 project’s EU representative,
Sebastian Sass, said earlier that the changes “seem drafted
in a way specifically to catch Nord Stream 2, at the price of
causing collateral damage to all import pipelines”.
Berlin is not “in principle” opposed to regulation of gas
infrastructure linking the EU to third countries, but it argues
that the revisions to the directive apply only to Nord Stream
2. Germany, as Nord Stream 2’s EU entry point, could draw up
an intergovernmental agreement with Russia and decide to
exempt Nord Stream 2 from EU gas market law.
But obtaining approval from the European Commission
for any exemption granted by Germany will be difficult. And
it may require further commitments from Gazprom regarding
the operating terms for its existing assets in EU countries,
including storage facilities, according to a source present at
the negotiations between the EU parliament and council.
Exemptions from EU rules are allowed if the investment
“enhances gas supply competition and security of supply”. But
the commission — supported by Poland and the Baltic states in
particular — argues that Nord Stream 2 will increase Gazprom’s
dominant position on EU gas markets.

The commission prevails

Aside from competition issues, Gazprom has stressed that
Nord Stream 2 is a purely commercial project and needs no
subsidies. Consequently, it may struggle to prove that the
level of risk attached to Nord Stream 2 development is “such
that the investment would not take place unless an exemption
was granted” — another requirement to justify a derogation
from EU rules.
The revised gas directive gives the commission the
final say on whether to grant exemptions and on the
compatibility of intergovernmental agreements with EU
law. “If a member state’s assessment differs from that of
the commission, it is the commission’s assessment that
prevails,” the parliament says.

Serbia must fix Turkish Stream rules: Energy Community
The Energy Community is seeking a guarantee of third-party
access to the Serbian section of the planned 15.75bn m³/
yr Turkish Stream pipeline and reforms of the country’s gas
market to bring it into line with EU law.
An exemption from third-party access granted to project
developer Gastrans by Serbian regulator AERS is inconsistent
with EU law, the community said. The project as planned would
be detrimental to competition and the effective functioning of
Serbia’s internal market, it said. AERS must amend third-party
access terms for the section’s first 20 years of operation and
create a domestic gas exchange to meet EU requirements, it
said.
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The Energy Community, which extends EU energy laws
to its members, only has the power to expel them for noncompliance.
If built, the line would have maximum entry capacity of
13.9bn m³/yr at the border with Bulgaria and exit capacity of
10.1bn m³/yr at the border with Hungary and 3.8bn m³/yr in
connections to Serbia’s domestic network. The project would
then account for 72pc of Serbia’s import capacity.
At the border with Bulgaria, Gastrans — 51pc owned by
Russian state-controlled Gazprom and 49pc by Srbijagas —
should offer at least 20pc of annual capacity at auctions that
meet EU rules, with a maximum of 70pc allocated to Gazprom
and Srbijagas, the Energy Community said. The 20pc auctioned
should be offered in two phases, with Gazprom and Srbijagas
excluded from the first phase, but allowed to participate in the
second phase if capacity remains unallocated, the community
said.
At the border with Hungary, a minimum 15pc of capacity
should be offered in annual auctions, with a maximum of 75pc
allocated to Gazprom and Srbijagas, the community said.
The Energy Community recommended offering the capacity
on the same platform used in neighbouring EU member states
Bulgaria and Hungary, which auction border capacity on the
Regional Booking Platform (RBP).
The community said at least 35pc of the project’s domestic
exit capacity should be offered to third parties in annual
auctions, with a maximum of 55pc allocated to Gazprom and
Srbijagas.
At each of the two border points and the exit to the
domestic market, a minimum 10pc of capacity should be
auctioned as quarterly, monthly, daily and within-day products.
The community also proposed tying the project’s
implementation to market reforms in Serbia. About 85.3pc
of Serbia’s gas was imported from Russia in 2017 — 2018
information is unavailable — up from 81.9pc in 2016, mostly
under long-term contracts. Gazprom and Srbijagas-owned
Yugorosgaz imports Russian gas under a 2bn m³/yr supply deal
running to the end of 2021.
Gazprom and Srbijagas should each quarter offer on an
“independent market place” such as power exchange Seepex
the equivalent of 30pc of sales made in Serbia in the same
quarter a year earlier. The delivery point would be a proposed
Serbian Virtual Trading Point (VTP) and AERS should publish
annual reports assessing the liquidity of the domestic gas
market.
The pipeline project might also breach EU supply security
requirements, the community warned, adding that this was
not addressed in AERS’ exemption decision. And AERS should
make interruptible backhaul capacity available to Serbia
from Hungary and to Bulgaria from Serbia at a “close-to-zero”
tariff, the community added. Gastrans should conduct market
capacity expansion testing under the project every two years —
instead of every six years under the exemption — unless it can
show this is not economically viable, the community said.
The AERS decision exempts Gastrans from obligations
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to apply regulated transmission tariffs, the community said.
Instead, Gastrans would set network tariffs under its approved
methodology and the conditions of the exemption. The
community said AERS should approve this methodology before
it takes force and regularly monitor compliance to ensure tariffs
do not deter third-party access.
Srbijagas also continues to violate the EU’s unbundling
requirement, the community noted. EU law requires supply and
transmission activities to be separately controlled. Srbijagas
continues to operate as a supplier to and system operator of
Serbia’s transmission, despite being in “serious and persistent
breach” of EU law, according to the community. AERS is required
to “take account” of the community’s report before finalising
any exemption and to publish its reasons if it diverges, it
said. The final exemption will then be discussed at the next
ministerial council meeting of the community if it deems this
necessary.
Serbia and the Energy Community share the same opinion
on energy security, but differ on competition, Srbijagas chief
executive Dusan Bajatovic said. Project construction will begin in
late March-early April and be completed by mid-December, he
said. The project is scheduled to begin operating from January
2020, in line with planned completion of Turkish Stream and
Bulgaria’s section of the onshore continuation.

US to lobby Hungary over Russian gas pipe link

US secretary of state Mike Pompeo plans to raise objections
over Hungary’s backing of Gazprom’s Turkish Stream gas pipeline during his visit to Budapest on 11 February.
“We will continue to push for energy diversification in
Central Europe,” a senior State Department official said today,
a reference to Washington’s effort to get countries in eastern
and central Europe to reduce reliance on Russian pipeline
gas deliveries. Pompeo will urge Budapest to instead back
the 2.63bn m³/yr Krk LNG terminal in neighboring Croatia, the
official said.
Gazprom has completed both 15.75bn m³/yr legs of Turkish
Stream’s Black Sea offshore section, with the first slated to
deliver gas to Turkey in late 2019.

Ukraine coal imports

‘000t

1,000

The second leg of Turkish Stream aims to supply southeast
and central Europe, with commitments from Serbia and Bulgaria
for onshore sections of the project. But full capacity use
depends on Turkish Stream gas being transported to Austria’s
Baumgarten hub, which will require a link to be built across
Hungary from Serbia.
Budapest wants the pipeline to go through Hungary,
prime minister Viktor Orban told Russian president Vladimir
Putin last year. The project, like the South Stream proposal
preceding it, has run into opposition from the EU-led regional
regulatory body Energy Community, which wants a guarantee
of third-party access.
Croatia said it will fund the Krk LNG terminal. But market
participants only reserved 520mn m³/yr at Krk — about
one-third of the capacity required to make the investment
profitable.
Orban’s government has come under criticism from the EU
over his immigration stance and the increasing centralization
of the government. But the US administration says it engages
with Hungary to push back against Chinese and Russian
influence. “Our message is we have to show up or expect to
lose. We have been at this approach now for about a year,” the
State Department official said.
Washington describes the second leg of Turkish Stream
and the 55bn m³/yr Nord Stream 2 pipeline from Russia to
Germany as political projects aiming to redirect Russian gas
deliveries to Europe away from Ukraine. Gazprom points
to backing from European customers as evidence that the
projects are commercial in nature.
The US Senate Foreign Relations Committee is expected
to advance a resolution soon urging President Donald Trump
to work with US allies to ensure the freedom of navigation in
the Black Sea and calling for cancellation of the Nord Stream
2 project.
Senators say the resolution is in response to the November
seizure of three Ukrainian naval vessels near Crimea by the
Russian coast guard.
The resolution is not binding. But the administration does
not need additional legal authority to target the project.

Ukraine transit of Russian coal for export
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Slovak power transits through Ukraine decline

Transit of Slovak power through Ukraine to Hungary and
Romania so far this month is around 70pc below the January
average as milder weather conditions in central-eastern European have weighed sharply on Hungary and Romania’s spot
premiums to Slovakia.
Slovak transits to Ukraine averaged 83MW on 1-19
February, down from 275MW in January. This was the highest
level for any month since August 2017 as cold weather
conditions combined with low hydropower stocks in the region
supported Hungary and Romania’s spot premiums to Slovakia.
But milder weather conditions this month have weighed on
outright and regional spot price differentials in Slovakia and
coupled Hungary and Romania’s day-ahead markets.
The Slovak day-ahead base load has settled around
€3.86/MWh below Hungary so far this month, compared with
January’s €14.44/MWh average discount. And the Slovak dayahead discount to Romania has averaged €2.93/MWh, down
from €16.22/MWh in January. This has weighed on Slovak
power flows to the east.
Minimum temperatures in Bucharest have averaged minus
1.3°C on 1-18 February, compared with minus 4.4°C in January,
while overnight lows in Budapest have averaged around 0.3°C,
up from minus 2.3°C in January. Milder weather conditions
and stronger hydropower in Romania have weighed on the
country’s net commercial power imports at 69MW on average
this month from 394MW in January.
Romanian spot prices have even reversed to a €0.93/
MWh discount on average to Hungary this month, from a
€1.78/MWh premium a month earlier. This has led to Romania
reversing to a net power exporter to Hungary at 72MW this
month, compared with net imports of 273MW in January.
But power flows to Romania could come under renewed
support next month based on forward price differentials.
The Romania March over-the-counter (OTC) base load has
closed at a premium to the equivalent Hungary contract for
the majority of the days this month, averaging €0.69/MWh on
1-19 February, while the Romanian day-ahead base load has
settled at a €0.93/MWh discount to Hungary on 1-19 February.

Slovakia-Ukraine monthly power flows

MW

The Slovak OTC March base load closed at a €3.78/MWh
discount to the equivalent Romania contract on average this
month, up from the €2.93/MWh average day-ahead base load
discount on 1-19 February.
Overnight temperatures in Romania are forecast as
much as 2°C below seasonal norms in Bucharest on 1-5
March, reaching lows of minus 3.9°C on 2 March. Minimum
temperatures in Budapest and Bratislava were forecast at or
above the seasonal average over the same period.
Romanian reservoir stocks stood at 47.85pc of capacity in
week 7, compared with around 55pc and 30.4pc around the
same point in 2018 and 2017, respectively.

Romania ups power imports from Ukraine

This year’s tightening supply-demand balance in Romania
and higher net transfer capacity (NTC) availability has led to
increased power imports from Ukraine.
Ukraine-Romania flows hit a record 97MW last month and
flows this month are running at the second highest on record,
at 63MW. Flows in December averaged 48MW and November
flows averaged 20MW, but January 2018 flows were just 1MW
and February 2018 flows just 3MW.
Ukraine-Romania NTC has been consistently higher this
year. Import capacity from Ukraine will be set at 500MW
for 1-17 March, 150MW for 18-22 March and then 450MW
for 23-24 March. Capacity will be reduced to just 50MW for
25-29 March, then rise to 250MW for 30-31 March. UkraineRomania NTC is set at 500MW for all of February, and was
400MW in January, up from 300MW in December. In January
2018, Ukraine-Romania NTC was just 50MW, rising to 300MW
in February and then falling to 200MW in March.
Romania’s overall net imports last month were their
highest on record, at 390MW, while the country was a net
exporter in January last year, shipping 470MW. The country’s
hydropower generation fell to its lowest for January since
2012, at 1.3GW, while spot and forward spreads have
tightened with Hungary since the introduction of a 2pc tax on
energy companies operating in Romania was introduced by
the government at the end of last year.

Ukraine-Romania monthly power flows
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Ukraine’s DTEK ups renewables output

Ukrainian private-sector DTEK increased its renewable power
output by nearly 6pc last year, and has several projects
in development that it hopes will increase its renewables
capacity to 1GW next year.
DTEK’s renewable power generation rose by 39.3GWh to
667GWh in 2018, driven by the 200MW Botievo wind farm,
where output grew by 4.8pc, or 30.2GWh, as a result of
windier conditions.
The company began building several projects in Ukraine
last year as it targets a renewables portfolio of 1GW by 2020.
These included the first phase of the 200MW Primorskaya
wind farm, where seven turbines were completed. The second
phase should be completed by the end of 2019, when the
facility will be connected to the grid.
Construction of the 100MW Oryol wind farm will begin in
April. Danish company Vestas will supply 26 3.8MW turbines
for the project, which is expected to be completed by the end
of this year.
And the 200MW Nikopolska solar plant had 95pc of its
panels installed last year. The facility is due to be connected
to the grid by March.

Ukraine opens applications for power licences

The Ukrainian national regulatory commission for energy and
utilities has started to accept applications for power trading
licences and supply on the liberalised market, which is due to
start on 1 July, the commission’s head Oksana Krivenko said.
“[A total of] 340 companies and organisations must
apply for new licences and that process should be finished

Argus European Electricity:
Data Downloads Available

The Argus European Electricty report features
downloadable market data published in spreadsheet
format, available only in Argus Direct.
Data Downloads include:
> European installed renewable generation capacity
> EU Emissions Trading System trading volumes
> UK power capacity market contracted volumes
> UK cross-border power auction results
> European electricity interconnector projects
For more information, email:

before 1 July. Power producers that receive licences have an
opportunity to sell electricity on the day-ahead market and
bilateral forward market,” she said.
The government’s plans to launch day-ahead and intra-day
power markets from July and anticipates the development of a
bilateral forward market.
Ukrainian power grid operator Ukrenergo had said that
the largest privately held thermal generator DTEK will lose its
monopoly on some segments of the market when its network
is fully synchronised with the European grid in six years.
Ukrenergo also expects many new firms to enter the power
sector after the liberalisation.
As many as 21 trading firms already supply electricity
to industrial consumers at non-regulated tariffs. And 65
companies that imported gas to Ukraine last year could also
be interested in trading on the market after its liberalisation.
Ukraine generated 159.35TWh last year, which is 2.5pc
higher than in 2017. Power consumption reached 153.21TWh,
up by 2.3pc from 2017, while power exports to the EU
increased by 29pc to 5.2TWh.

Romanian forward power volumes fall sharply

Liquidity on Romanian Opcom forward power platforms
stalled last week following the announcement of new taxes
on energy companies and banks as well as generators likely
awaiting regulated market quotas before hedging.
Traded volumes on Opcom’s three main forward power
platforms totalled 535.8GWh in January, less than a quarter
of the level traded in December. Losses were strongest on
the extended auction platform, where just 29.6GWh was
traded. Just under 321GWh traded on Opcom’s over-thecounter platform last month — around a quarter of the level
traded in December 2018 — while 185GWh was traded on the
Opcom continuous negotiation platform compared with nearly
569GWh in December.
Liquidity on Romanian forward volumes has come under
pressure since the government announced new taxes on
energy companies and banks at the end of December. And
Romania’s plan to return households to regulated tariffs — to

Romanian Opcom forward power volumes
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be supplied by up to 65pc of generation from state-owned
firms Nuclearelectrica and Hidroelectrica — means generators
will have been holding off selling forward power last month as
they await their quotas for supplying the regulated market.
But Opcom volumes on the day ahead rose to 2.35TWh
last month —their highest January level in two years. This was
also up from 2.26TWh in December 2018. Spot volumes on the
neighbouring Hupx exchange fell to 1.78TWh last month.
On the neighbouring Hungarian Hupx exchange, the dayahead traded volume for January this year was 1.78TWh, down
by 88.5GWh month on month, but the highest volume for any
January on record. Traded volumes for Hungarian physical
futures rose by 85.6GWh from December to 96.4GWh, but
remains lower than volumes in January 2017 and 2018.

New European Electricity Content
Available In Argus Direct
Argus Direct subscribers can now access proprietary
European electricity fundamentals data focusing on:
• Plant projects
• Plant closures
• Interconnector projects
• Hedged production
Access new content and discover the benefits of
Argus Direct - sales@argusmedia.com
Market Reporting
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For more insight on the Ukrainian gas and power sectors:
• ARGUS European Natural Gas – view more information here
• ARGUS European Electricity – view more information here
• ARGUS FSU Energy – view more information here
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