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To Our Readers

The launch of Russian natural gas
pipeline supplies to China became
one of the most pivotal moments
of the previous year in the global
energy. It had been over five years
of collective effort to make this
project come true. Developing the
new field in the dense forests of
Eastern Siberia, and stretching the
pipeline for thousands kilometers
through undeveloped lands - these
were the real challenges. Gazprom
solved them, bringing natural gas to
consumersinthe Russian FarEastandin
China. However, thisis not yet the end
of the project. Now, Chayandinskoye
field is to be connected with another
gas and condensate field, unique
by its deposits, Kovyktinskoye. That
will bring gas supplies to the Chinese
market to the contract level of 38
bcma.

All gas majors and other industry
players focus on the Asian markets
as the most perspective area for
business development. The most
dynamic economic growth, along
with population growth inevitably
result in a surge in demand for energy
resources in Asia. According to the
IEA, the region will generate over
60% of global energy consumption
surplus. At the same time, much of
the Asian countries are facing vast
environmental problems. Therefore,
those issues willbecome drivers for the
growth of ‘green’ fuels consumption,
including natural gas as the cleanest
fossil fuel. Most of the analytics
predict that the main part of global
gas demand growth will come from

Asian countries, whose share will rise
from 20% to 28%, making the region
the biggest natural gas consumer in
the world. It means that in the mid to
long term Asia will need more gas,
and this appetite cannot be satisfied
by indigenous production only.
According to some forecasts, import
supplies to the region could reach up
to 510 bcm in 2040.

Still, realization of these plans
requires huge investments intfo gas
related infrastructure. And this is one
of the main challenges on the way
to the ‘golden age of gas’ in Asiq.
Could Asian countries create such
infrastructurese Are gas majors ready
to invest enough in development of
Asian marketse

Another challenge is a high level
of correlation between natural gas
price and effective demand in
Asian countries. Possible economic
slowdown can negatively influence
coal-to-gas switch. Suppliers and
local customers should balance their
interestto ensure furtherdevelopment
of gas industry. But are the suppliers
ready to keep relatively limited price
level to attract new consumers and
push further demand growthe And
are buyers ready to keep on frack
the development of the new energy
balance, where natural gas will be a
foundation fuel? These are not easy-
to-solve issues, but without positive
answers, we cannot move forward to
creating sustainable energy system,
which will meet the needs of people
and environmental challenges.
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Role of Natural Gas in Achieving Energy Security in
Europe and Goals for Tackling Climate Change

Eurasian Economic Forum
2019, Verona
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In 2019, Russia and Italy celebrate aremarkable
date in our energy partnership: 50 years of the
first contract for natural gas supplies and 45
years of actual deliveries. | congratulate all of
us on this important anniversary.

| have started my speech with this historic
parallel on purpose. Today, we are talking
about natural gas’ role in the European energy
security. If we are looking for a country that
made natural gas the foundation of its energy
sphere, Italy is the best example. The country
is the third natural gas consumer in European
Union, while gas enjoys No. 1 position in the
country’s energy mix. Gas is firmly in place
to provide electricity, heat in utility services,
private sector and industry. Besides, for many
years, Italy has been an absolute leader in
Europe in terms of gas motor fuel use. The
country has over 1,200 gas-fueling stations; there are more than a million of
NGVs. Italy’s experience is paramount for Gazprom, since we maintain a close
dialogue with our Italian colleagues while developing Russia’s segment of
natural gas tfransport.

Elena Burmistrova,

Deputy Chairman of the PJSC Gazprom
Management Committee,

Director General of Gazprom Export LLC

We are very proud of the results of our half-a-century partnership with Italian
colleagues. Even in neighboring European countries, natural gas has become
the foundation for the development of a number of spheres and created new
incentives for economic growth. At the same time, gas also provides many
other opportunities for optimization and reduction of costs. For example,
this year’s launch of emissions tfrading scheme facilitates the use of gas in
electricity generation. Germany, our biggest gas consumer, has decided to
phase out coal by 2038. | suppose that natural gas is the best substitution in this
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sifuation. It will help reduce emissions, ensure stable
and flexible energy supply without price spikes.
Gas can provide the same solution for the heating
sector. Gas has it all fo be classified as ‘perfect
fuel’ — it is secure, abundant, flexible, multi-use; it
provides environmental and economic benefits,
allows various trading schemes and technologies.
There is no other similar energy carrier. Gas plays a
key role for the sustainability of European energy.

Hence, it is quite surprising that some vocal critics
are calling for a ‘new energy of XXl century’ and
abandoning all fossil fuels, including gas. In other
words, they claim that security of energy supply
contradicts climate goals.

| am happy that, according to the President-elect
of the European Commission Ursula von der Leyen,
Europe is going to pioneer and lead the global
energy transition. Moreover, we withess millions
of Europeans stand up for climate. This deserves
respect. When we are called upon to take action
to save the planet for the generations to come, it
is our responsibility to heed. We, representatives of
business and politicians, must do whatever it takes
to create a sustainable economy, ensure secure
energy supply and confidence in future. | believe
that this is going to be the energy system with gas
at its foundation.

It is quite possible that global economy has never
had such a wide spectrum of opportunities for
reorganization of its energy system before. Arguing
that gas is an optimal solution is not motivated by
commercial interest, but objective reality. In the
heating sector, transition to gas reduces emissions
of CO2 by 29%, particulate matter (PM) - by 85%.
In comparison to diesel, gas rids tfransport of 23% of
CO2and 20% of NOx while also increasing efficiency.
Coal-to-gas transition is even more impressive. For
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example, in electricity generation, which produces a third of Germany’s CO2
emissions, the transition shrinks them by 67% and sulfur oxide — by 90%.
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Furthermore, in comparison to an ‘all-electric’ world, natural gas may ensure
costreduction in all sectors of economy. Gas is the cheapest way of delivering
energy: it is manifolds cheaper than electricity. American Gas Association
claims that losses of energy transmission from a generator to a household via
gas account for 8%, while for electricity, the corresponding share is 68%.

In future, natural gas can play an entirely new role in low-carbon energy: as
hydrogen. On the one hand, hydrogen can be produced from natural gas,
while carbon capture and storage technologies (CCS) may help produce
a carbon-free fuel, which is a goal of all developed nations. On the other
hand, gas supply in the existing gas infrastructure can be supplemented with
hydrogen, which willimmediately reduce emissions. Finally, pure hydrogen can
be pumped into the existing gas grids, thus making the implementation much
easier and cheaper. Nowadays, many European companies from energy and
industrial spheres are working on hydrogen projects. Gazprom is also keeping

up.

| believe that natural gas can be not only a transitional fuel for gradualreduction
of emissions but also a long-term solution, an integral part of the new European
energy sector. It is reasonable in terms of economy and technologies.

However, we, together with our partners, still have much to do about informing
the public of gas’ advantages. Natural gas tends to be demonized for
the sake of short-term political and economic aims. Dear colleagues, | am
convinced that we should defend natural gas together. Natural gas does not
need any preferences unlike renewables. Still, it is obvious that gas does need
nondiscriminatory and depoliticized treatment by politicians and public.
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Gazprom Commences First-Ever Pipeline Supplies of

Russian Gas to China

A ceremonial event marking the start of first-ever pipeline supplies of Russian gas to China via the
eastern route — the Power of Siberia gas trunkline — took place on December 2, 2019.

The idea of gas supplies to China via
the “Eastern route” led to the most
ambitious investment project in the
global gas industry. Framework has
built a section of the Power of Siberia
gas pipeline stretching for some 2,200
kilometers from Yakutia to the Chinese
border near Blagoveshchensk. The
border-adjacent Atamanskaya
compressor station and a cross-border
section with a two-string submerged
crossing under the Amur River are also
completed.

According to the Sales and Purchase
Agreement between Gazprom and
CNPC, gas will be delivered for 30
years. These supplies are secured
by a vast resource base. Currently,
Power of Siberia receives gas from
Chayandinskoye, the largest field in
Yakutia (1.2 trillion cubic meters of
gas reserves). Its design annual output
of 25 billion cubic meters of gas is
expected to be reached in 2024.

In late 2022, Power of Siberia will start
to receive gas from another field -
Kovyktinskoye (2.7 trillion cubic meters
of gas reserves), the most prolific field
in Eastern Russia. At the moment, the
field sprovides basis for creating the
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Irkutsk gas production center, with pre-
development operations underway.
In the future, an approximately
800-kilometer stretch of Power of
Siberia will be constructed between
Kovyktinskoye and Chayandinskoye.

With their unique experience and
expertise, Gazprom's professionals
implement the project with utmost
efficiencyinthe givenextreme climatic
conditions such as, for example,
the extreme colds in Yakutia, where
temperatures can be as low as —62
degrees Celsius. The Power of Siberia
passesthroughwetlands, mountainous
terrains, seismically active zones, and
areas of permafrost and rocky ground.
Gazprom is applying cutting-edge
technologies along with domestic
hi-tech equipment meeting the
best world standards for this project.
For instance, the Power of Siberia
gas pipeline is built with Russian-
manufactured pipes fit with anti-
friction internal coating, as this helps
reduce gas transmission costs. On the
outside, the pipes are insulated with
innovative Russian nanocomposite
materials  providing  anticorrosion
protection, which guarantees a long
service life for the pipeline. Pipes of
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