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· The January 09 gas cut was certainly the most serious energy crisis Europe has ever faced, but close cooperation among European countries and solidarity were demonstrated - explain the events, European political capital invested .
· Had a serious impact on a number of EU Members States. European countries with high reliance of Russian gas (Eastern Europe) and limited storage capacity were particularly affected.
· Importance of Ukraine – Russia agreement is it involves a 10 year commitment. Aware of gray zones in the agreement, but Ukraine and Russia showed political willingness for a long-term commitment. 

· Europe energy dependence is a challenge and a reality. Russia cut of gas supply to Europe in Jan 2006, and again a few weeks ago, brought the development of energy policy to the forefront our political priorities and demonstrated the need to act quickly.  
· The message Europe takes away from this second gas crisis: need to accelerate the implementation of a comprehensive European energy strategy, including the completion of the internal electricity and gas market and intensified efforts with regards to the security of energy supplies (diversification of energy sources and supply routes)
· It is no secrete that development of a European energy strategy encounters national obstacles. We have made enormous progress since the European Leaders called a European energy strategy at the informal gathering in October 2005. This second crisis is an incentive to accelerate the process and enhance European cohesion. 
European dependence on Russian gas

· European dependence on Russian gas has decreased over the years – the Russian share of EU gas imports was 75% in 1990 and is just over 40% today. This is partly due to increased use of LNG which now counts for more than 20% of gas imports (up from 15% in 2000). 
· Situation is very different among member states, with new member states heavily dependent on gas imports from Russia and others which can rely on alternative imports and adequate storage capacity.
· Europe - Russian energy interdependence: for Russia, Europe is the largest export country and the most reliable purchaser. For Europe, geography does not give the privilege of choice. 
Winners and losers
· Europe: solidarity worked inside the EU and with EU neighbours. If anything the crisis may be expected to accelerate the changes already inscribed in the European energy policy. 
· Ukraine and Russia: political damage. Ukraine and Russia compromised their reputation as reliable energy supplier and transit countries – blame game between the two countries. 

European response to gas cut off

Short term

· Reversal of gas flow in Slovakia (gas was provided by Germany through Czech Republic)
· Increased supply in particular by German companies

· Withdrawal from gas storage and in certain cases assistance to neighbouring countries (Hungary helped Serbia)

·  Increased EU domestic production (UK and to a lesser extent Denmark and Norway)
Medium/Long term

· Greater market integration would increase Europe's leverage on the energy market.  Europe is determined to (GAERC 26/1):
1. Accelerate completion of the internal gas and electricity market (3rd Single Energy Market Package); 
2. Move ahead with interconnection and infrastructure projects (part of the recovery plan additional EUR 3.5 billion of unspent community budget – includes gas and electricity interconnectors offshore wind and CCS); 
3. Adapt the existing crisis response mechanism. 

· Engage with Ukraine for accession to the Energy Community, through which Ukraine will accept the EU acquis on gas and electricity, including principles of transparency and market conditions. 
· Development of the Caspian Development Corporation, which will be the single interface for gas producers (Turkmenistan) to sell gas to EU buyers. The objective is to create a critical mass of contracts to provide certainty to gas producers and enable the construction of infrastructure.
· Work with Russia and Ukraine to restore confidence. Encourage and assist Ukraine's reform.

To this end Commission is organising a high-level conference on 23 March entitled "EU-Ukraine international Investment Conference on Ukrainian gas transit network" to which foreign ministers and energy ministers have been invited (Ukraine, Russia, EU and Energy Community, G8, Belarus, Moldova, Caucasus, Central Asian countries).
· Develop alternative sources and routes. Diversification is a European policy priority. The objective is to complement and not replace the supply from Russia. The focus is on the establishment of a "southern corridor". In terms of projects, Nabucco has been defined by European Heads of State and Government (March 07 European Council) as a "critical project of European interest". 
· Reduce our dependence from oil and gas: developed alternative energy sources and improve energy efficiency – 20% renewables and 20% greater efficiency by 2020.
