Russian Natural Gas for Northeast Asia:
Is Big East Stream Project Possible?
Dear Colleagues!
First of all, I want to thank the organizers of the event namely PJSC Gazprom, Gas Industry Monthly, secretariat of our Forum for this chance to visit Sankt Petersburg and to have an opportunity to exchange opinions with our colleagues.
For quite a long period of time our countries are discussing possible ways of cooperation in energy field. More than 20 years natural gas sphere experts from Northeast Asia countries are meeting under the umbrella of Our Forum which is now an established a part of this discussion.About ten years ago in one on Japanese newspapers I came across of Japanese Diet member’s phrase: エネルギー問題のパズルは複雑です。In English it sounds like Puzzle of Energy Problem has many faces. And it has. In Reality.

Slide 1. As you know Russia is the World No.1 energy resources producer. Northeast Asia countries areone the biggest energy consumers with growing economies and vast population. Russian government understands the importance of developing cooperation ties with Northeast Asia countries and tries to establish close economic relations with all countries of the region on bilateral and multilateral base. On this slide you can see that real potential for widening cooperation between Russia and North east Asia countries is quite big and existing levels of our energy exports to NEA can be easily doubled and tripled.
Today we will try to concentrate on prospective Natural Gas Pipeline projects in Northeast Asia.
Slide 2. Last year Russian Federation produced more than 690 billion cubic meters of natural gas and about 210 billion cubic meters have been exported. Russian companies and especially Gazprom already participate in World LNG trading basing on its own volumes from Sakhalin-2 Project and swap operations. Alongside strengthening of natural gas exports to Europe via pipelines (North Stream II, Turkstream are under negotiating) biggest Russian gas companies like Gazprom, Novotek and Rosneft are trying to diversify their markets focusing on both pipeline and LNG exports to Northeast Asia. We will focus on one of the most promising projects in this sphere.
Slide 3. Paying much attention to internal projects Russian companies are studying possibilities to enter developing gas markets of Northeast Asia and Asia-Pacific region. Today LNG is being regarded as a priority means of bringing Russian gas to customers in Asia. Since 2009 Russia is exporting LNG of Sakhalin 2 project to NEA countries. In 2011 more than 7.12 million tons were exported and in 2017 this figure exceeded 11.49 million tons. Expansion of Sakhalin-2 Project is under consideration.
Besides Major Gas Pipeline Project to NEA countries are also considered by experts in China, Japan, both Korean states and Mongolia.
[bookmark: _Hlk525907733]Slide 4. With signing in May of 2014 Agreement between Governments of the Russian Federation and People’s Republic of China Power of Siberia Pipeline Project was started. 3 000 kilometers of pipelines with diameter 1,440 millimeters and working pressure 9.8 mPa (100 Ata) it will have export capacity of 38 billion cubic meters a year. Pipe will start from Kovyktinskoye Gas Field in Irkutsk Region and go to Chayanda Gas field in Yakutia then turning southeastward to Blagoveschensk (Amur Region) – all in all 2,200 km. The next step planned is a link to existing Sakhalin-Khabarovsk-Vladivostok pipeline (about 1000 kilometers from Svobodny to Khabarovsk).
    Start of Power of Siberia Gas Pipeline Project stimulated interest toward gas pipeline projects from Russia in Japan.
   I am giving the flour to Dr. Ken Asakura who is CEO of Gas Highway Japan co., Ltd and (by the way) one of father-founders of our Forum…
 As you might know, NAGPF was founded in 1997 at the 3rd Conference in Seoul, where Prof. Hu Jianyi of CNPC, China, Dr. Hoesung Lee of KPGA, ROK and Prof. Hirata of NPRSJ, Japan made an initiative to set up NAGPF. I was a General Secretary of NPRSJ. Since then 20 years has passed.
Slide 5.   China-Russia pipelines are in steadily progress. But for Japan and Korea, international pipelines are not yet starting because of DPRK issues for ROK and regional monopoly business structures for Japan. Two obstacles are now under removal by US-DPRK Summit and Japan’s overall liberalization.
Therefore, Big East Stream Project is proposed, linking Russian gas fields in Sakhalin and East Siberia with gas consumers in ROK, Japan and DPRK, extending to Okinawa, Japan and Taiwan, China. Now it is the right turn of Russian big energy industries, having a lot of experiences of long-distance pipelines.
And at the cutting edge of the end of the Cold War in the Korean Peninsula, cross-border infrastructure project such as the Big East Stream is very meaningful for the peace and stability of new Northeast Asia.
Slide 6. Japan has experienced two big earthquakes, which resulted in questioning of nuclear power for 2011 East Japan Big Earthquake and questioning of concentrated large-scale energy supply system for Hokkaido Big Earthquake last month. The former leads to overall energy liberalization and the latter also leads to recommendation of distributed energy system, of which cores are gas-fired distributed power and renewable energies. Because it has brought about 3 days’ blackout of whole Hokkaido by the shutdown of large single coal-fired power plant at the Earthquake. 
Slide 7. Complete retail liberalization of electricity and town gas is introduced in 2016 and 2017 respectively. Now every interested player can enter the market. But cross-border infrastructures in Japan have problems, because these businesses have been operated by strict regional monopoly for about 70 years.
For example, there are some weak links in transmission network and missing links in gas pipeline network all over the country. Construction of gas trunklines is urgently required
[bookmark: _GoBack]Slide 8. This figure shows the outline of the Big East Stream for Japan. Its Pipeline length is about 5000 km from Sakhalin Gas Fields to Taiwan, China., just the same scale of Nord Stream in Europe. It links all the cities of Japan with over 0.1 million people and links all LNG receiving terminals. Major supply sources would be Sakhalin Pipeline gas for base and middle loads and distributed LNG for peak loads.
International pipelines between ROK and Japan, Taiwan, China and Okinawa, Japan would operated as interconnectors.
Slide 9.   First supply candidate is Sakhalin Pipeline gas, considering geographical proximity and expected price competitiveness. In case of Pipeline gas import from Sakhalin, I would like to propose both export hub in Sakhalin and import hub in Wakkanai, Hokkaido for orderly transactions. International Pipeline between two hubs would be operated as transport business by Russia-Japan JV. It is called as SAGIP (Sakhalin Gas Import via Pipelines) Stream.
Also, delivery point of gas would be Wakkanai, Hokkaido of Japan and new price formula and should be agreed by both sides. 
 Every gas exporter from Sakhalin is kindly requested to transport his gas to export hub by his own way.
Slide 10. This figure shows the relationship of Sakhalin Pipeline Gas and Japanese reform of gas industries. Through starting of this pipeline gas import, Japan side would begin to construct Gas Trunklines as explained before and grow a few of Gas wholesale players. Trunkline is operated under open-access rule from its starting.	Comment by GHJ: n
In this scheme, Russian players have opportunities to join the Japanese markets especially in Gas wholesale and Gas-fired power generation.
Slide 11. This slide shows Sakhalin Pipeline gas projection in conjunction with the progress of Japanese trunkline. 
 The conclusion is that developed gas demands along the trunkline is very huge, about 30 BCM in 2030. But since this figure is only for gas-fired power generation, if other gas demands are added, total gas demand would increase double or triple.
Slide 12. This slide shows measures for securing gas supply.
No.1 point is a national dependency ratio of gas to Russia. It would be maintained as not more than 30% for the time being.
No2. Point is securing alternative measures. These include alternative indigenous sources such as methane hydrate and alternative supply routes of Russian Gas, for example, Gas from Sakhalin to Hokkaido and Gas through Korean Peninsula.
No3.Point is exchange of investment between Russia and Japan. This means that Russia could enter Japan’s mid and downstream businesses and Japan could enter Russia’s upstream businesses. Let’s seek for fruitful co-prosperity.
 Slide 13. Thank you very much.
