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Global Partnership?
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In the context of a new world
order where, among others,
the US is rethinking its
foreign policy and advancing
American interests and China
is securing its new status as
superpower, isn’t it time for
the EU to realize that it needs
to strengthen its own posi-
tion? Wouldn’t an improved
relationship with Russia now
it is back on the world stage,
be a coherent way to achieve
this objective despite the
challenges involved? This
could initially take the form
of specific areas of coopera-
tion which would eventually
come to some kind of part-
nership. Wouldn’t such an ap-
proach lead to a strong entity
having the ability to punch its

weight between America and
Asia?

Several factors are likely to change the world order: the
challenge to the American leadership, the accession to
power of individuals violating the established rules, the
world’s economic center of gravity shifting to the East and
the rising power of China, an increasing mistrust towards
political leaders and growing violence worldwide.

The US leadership. Will the US still assume the world
leadership in the fields of security, liberty and prosperity,
that goes beyond its pure national interests? Will America
still consider itself as a global superpower having the means
capable of shaping the world for good? Will America still
believe it is an exceptional and indispensable nation having
the ability to be a force for peace and progress and being a
champion for freedom opportunity?

In any event, the size of US public debt (USD 22 trillion by
2020) will constrain the American President to restrict the
use of military actions and to delegate as often as possible
the war burden to allies (the mantra being: to win the war
by ideas). America is expected to be more pragmatic than in
the past. The US is likely to deal with what it sees and not
with what it hopes.

In any case, if the world’s leading liberal democratic nation
does not assume its role as world’s rogues will try to fill the
breach often in league with one another.



The accession to power of rule breakers. Vladimir Putin is one of them. His successful political
trajectory was unpredictable. However, his strategy is more predictable. What matters for him is to
achieve his goal of making Russia a great power again, to secure his country stability and
prosperity and to control information even through hard power. Russia maintains the second most
powerful military in the world and spends more than 5% of its weakened GDP on defense (against
5.5% until recently in the US and 3.5% in 2016).

In another way, President Trump is also a rule breaker. Donald Trump’ victory was a symptom of
the breakdown of the post-World War 2 order. So far President Trump seems far more likely than
any other of his predecessors to accelerate, rather than resist, the unwinding of the post-war order.

The transatlantic axis is moving to the East. More than half of the humanity is concentrated in
an area centered somewhere between China and India, on 1/6™ of the planet’s land, encompassing
China, Japan, Korea Indonesia and India. Those countries are far outside of the transatlantic axis.
China fast growing economy is about to overtake, sooner than foreseen, the US which has been
the world’s leading economic power for more than a century. During the last decades, China also
succeeded in reducing inequalities thanks to impressive job creations. The change of the world’s
economic center of gravity resulted in a shift in trading.

Germany is in that respect a point in case. Instead of exporting mainly to its neighboring countries
and to the US, it is selling more and more to China and to the rest of developing Asia and so
continues to be the most successful economy of Europe despite the poor performances of the
other EU member states. To what extent could this change of paradigm affect European
relationship with the US more so that America could be more concerned in the future by its
national interests than by global leadership?

Power and violence. In many parts of the world, power is not or no more the ability to act in
concert or generated through persuasion and demonstration, but it evolves to the property of a
single actor, individual or institutional, resorting to violence whenever necessary to serve its
purpose. In such a scheme, justification is superfluous.

The return of Russia on the world stage. Vladimir Putin has engineered Russia’s return to global
power. The Russian Federation is gradually but surely reclaiming some of its last influence on the
world, particularly in West Asia and North Africa. Moscow’s realpolitik opportunism has proved
successful so far. Moscow appears to accumulate successes on the international stage.

As Mark Entin put it, strong stereotypes and prejudices have routed in the common consciousness,
preventing to have an impartial picture of Russia and the EU (1). The distortion of reality is
pervading political practices although only the perspective of more friendly relations between
Moscow and Brussels can ensure security, stability prosperity and competitiveness on the
continent. Russia and the EU are not only geographical neighbors. They belong to the same family
of European peoples. Ostracism of Russia is obviously not the solution.

Now the question is how a closer relationship between the EU and Russia could be tackled? If the
two blocs are agreeable on the principle of discussing such a subject, wouldn’t they have to concur
on:

(1) Mark Entin, a European law specialist, is a professor at the Moscow State Institute of International Relations and chief
editor of Vsya Evropa, online magazine.
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9 concentrating first on restoring the confidence between them;

9 defining a methodology regarding the way to proceed: parallel and simultaneous
negotiations about political issues on the one side and economic matters on the other;

1 in case of agreement on that approach, developing joint projects, for example, in the fields
of science, industry and infrastructure as well as of space, aircraft, civil nuclear and
petrochemical industries, besides the usual energy business;

9 if such specific cooperation is successful, developing a more global partnership?

Before tackling the conditions under which the relationship between the EU and Russia and the
related benefits for both parties could be improved, let us attempt to understand President Putin’s
strategy.

Outline of Vladimir Putin’s strategy

Domestic policy

Vladimir Putin is looking for: restoring Russia to great power status; the integrity of Russian
territory; internal stability with its corollary: fighting against terrorists and separatists; economy
restructuring, economy of the future; commitment to prosperity.

He is very concerned with the defense of its borders against what he considers a threat from the
west and NATO in particular, on the one side, and from undocumented migrants, on the other side:
"We must secure the stretches of State borders at the directions that pose increased risks of
undocumented immigrants’ entry, all possible holes and gaps must be securely shut. It is necessary to
stop up cooperation with the relevant bodies of foreign States and international organizations, use
gained experience and new forms of cooperation” (1). To counter NATO’s growing presence in
Eastern Europe, Russia is deploying troops on its southern and western frontiers. Russian policy
makers have insisted that Russia has expanded its military capabilities for defensive purposes.

Here, there are two opposite views. NATO claims that its expanded presence on Russia’s borders
makes Eastern European countries more secure from Russian aggression whereas Kremlin officials
explained that NATO'’s deployments in Eastern Europe are a threat to Russia’s national security.
"Since the annexation of Crimea, western policymakers have assumed that Russia’s military build-up is a
harbinger of neo-imperial expansion. However, this perspective mischaracterizes Russian foreign policy,
as it neglects the importance of domestic politics in Putin’s strategic calculus. The increasingly military
costs of territorial expansion suggest that Russia’s military build-up is primarily aimed at rallying pro-
Putin nationalist sentiments and distracting the public from economic malaise" (2). On the other hand,
the Kremlin is not yet clear on the Russian identity. Is Russia home to people speaking Russian or is
it the legacy of an empire? Obviously, the outcome of such a questioning has an impact on the
border issue.

(1) Putin’s statement at a meeting of Russian Security Council that deals with issues of national security and prepares
presidential decisions on security matters.
(2) Samuel Ramani, "Why Putin is escalating Russia’s military build-up", Huffpost, September 2, 2016.
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The internal stability. Domestic developments are characterized by autocratic measures and
foreign policy follows a much more liberal line. All what could destabilize the legislative and
political process is banned or otherwise restricted. This explains the willingness: to block the
participation of some political parties in elections; to control television broadcasting or airwaves
(excluding satellite and internet television) to prevent all kinds of "color" revolutions or so-called
"spring" revolution that all failed.

"In simple terms, Putin and many Russians are willing to restrict political and civil rights to ensure there
is no risk of political instability whatsoever. Since Putin arrival in the Kremlin in 2000, the State’s role in
the economy has steadily expanded. Putin has nationalized large chunks of major industries, creating
national giants and increased the State’s share in the economy from minority to majority ownership.
There has been major restructuring through privatization or significant sectorial diversification" (1).

The State controls about 70% of the Russian economy according to the IMF. The elite is not
monolithic. There are conflicts among its representatives. Some of them control powerful state
agencies. Putin plays the role of the regulator. Below this elite distinct groups exist and operate,
but they all obey the highest echelon.

The internal security. Stability implies fighting against terrorism and separation. To have a more
performing and coherent tool to achieve this task, a new Russian security body was established on
July 3, 2016, named the "National Guard".

This entity takes over the interior ministry’s internal troops and police special forces and places
them directly under the President’s control. Its mission encompasses public order, counter-
extremism and counter-terrorism, assistance in territorial defense and border protection. It also
serves as a means of disciplining potentially disloyal elite groups. It will comprise 350,000 to
400,000 members. The National Guard has greater importance as protection against internal unrest
and mass demonstrations.

"Since the “color revolutions” of the 2000s and the Arab Spring of 2011, and above all since the protests
against election manipulations in Moscow and St Petersburg in 2011/2012, the Kremlin’s security
discourse has been dominated by the specter of a Russian Maiden [...].Even if Russia’s official security
discourse is still dominated by postulated external threats-above all NATO’s activities in Eastern Europe-
the founding of the National Guard shows that Putin has come to locate the real dangers elsewhere: in
Islamist terrorism, and above all in the convergence of socio-economic problems. The founding of the
National Guard both strengthens the siloviki and exacerbates rivalries among them" (2).

Economy and budget. Vladimir Putin is willing to restructure the Russian economy by reducing
the weight of the energy sector to capitalize on the "enormous existing and growing potential of
digital and industrial technologies, robotics biotechnology, medicine and other fields [...]. In fact, even
today we can see attempts to secure or even monopolize the benefits of next generation technologies.
This, | think, is the motive behind the creation of restricted areas with regulatory batrriers to reduce the
cross-flow of breakthrough technologies to other regions of the world with fairy tight control over
cooperation chains with maximum gain from technological advances [...]. We have made brilliant
breakthroughs in biology, genetics and medicine [...]. National companies are going to bring an entire
line of unmanned vehicles to the market and are working on energy distribution and storage, and

(1) Gordon Hahn, "Sorry to disappoint you, but Putin is not a conservative", Russia Insider, December 15, 2015.
(2) Margarete Klein, "Putin’s New National Guards", Stiftung Wissenschaft und Politik, Berlin, September 2016.
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digital sea navigation systems [...]. A presidential council for strategic development and priority
projects will be erected soon. It will be headed by your humble servant, while the council presidium will
be led by the Prime Minister Dimitry Medvedev" (1).

Russia also intends to revive the nation’s aircraft making industry and to reduce its reliance on
western planes (2). It unveiled the new MC-21-300 passenger jet (165 to 211 passengers) at the
assembly plant in Irkutsk on June 8, 2016. Unlike the old soviet designs, the new jet is built with
significant amount of composite materials that help reduce weight and enhance efficiency. It can
be powered by Pratt & Whitney engines or new Russian-built engines, which are being finalized.
Deliveries to Russian flag carrier Aeroflot are expected to start in 2018. The manufacturer Irkut has
so far received order for 175 planes, including 50 for Aeroflot.

Vladimir Putin also wants to restore Russia’s excellence in space technologies. Although Russia is
one of only two nations capable of putting humans into space and has an enviable record of
launch safety, Russia has lacked innovation and has not had a successful interplanetary mission in
more than three decades, since 1984’s launch of VEGA 2, a probe to Venus and Halley’s comet.
Nevertheless, NASA is now reliant on Russia for transport to the space station that could end as
soon as 2018. Russia’s Space Agency Roscosmos will launch the ExoMars Trace Gas Orbiter mission
to send a lander to the Martian surface and map the planet’'s atmosphere. Roscosmos has been
tasked with completing a new Spaceport in the far east of Russia, the Vostochny Cosmodrome to
replace the Baikonour facility in Kazakhstan. It is expected to be completed in 2018.

The civil nuclear industry is also back. Russia is moving steadily forward with plans for an expanded
role in nuclear energy including development of new reactor technology. Most of existing reactors
are being licensed for lifetime extension with appropriate refurbishing at a cost of 1/5 of that of
building replacement capacity. According to January 2015 roadmap, an average of only one new
large reactor per year is due to come on line in the coming decade due to consumption reduction
and financial constraints. Over 20 nuclear power reactors are confirmed or planned for export.
Russia is a world leader in fast neutron technology (3).

In February 2010, the Russian government approved a program designed to bring an innovative
technology platform for nuclear power industry based on fast reactors, the Rosatom PRORYV
Project. The latest Federal Target Program (FTP) contemplates a 25-30% nuclear share in electricity
supply by 2030 and 45-50% by 2050.

In a nutshell, it is not the power vertical but presidential power that has been strengthened in
Putin’s Russia. Central control over resources makes the power vertical real (4).

(1) Vladimir Putin, Plenary session of St Petersburg International Economic Forum, June 17, 2016.

(2) Aeroflot and other Russian airlines have increasingly relied on Boeing and Airbus planes.

(3) World Nuclear Association, "Nuclear power in Russia", updated January 2017.

(4) Irina Kobrinskaya, "Parallels" and "verticals" of Putin’s Foreign Policy, Ponars Policy memo n°263, Russia Academy of
Sciences, October 2002.
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Foreign policy

Keeping with his global political approach, Vladimir Putin is keen to develop Russia’s presence at
international level with the center of gravity of his foreign policy moving eastwards: the Middle
East and Asia. In this chapter, we will focus on three countries currently retaining President Putin’s
greater attention: Ukraine, Syria and China.

General remarks. Vladimir Putin launched the process with the former Soviet Union’s Republics.
This has been materialized, among other things, by the Eurasian Economic Union (EAEU) treaty
signed on 29 May 2014 by Belarus, Kazakhstan and Russia, extended to Armenia on 2 January 2015,
and Kyrgyzstan on 6 August 2015. It deals with a purely economic union, the member states
keeping their independence and sovereignty intact. It includes free movement of goods, capital,
services and people and provides for common policies in macroeconomic sphere. The supreme
Eurasian Economic Council is the supreme body of the Union, consisting of the Heads of the
member states. Russia views it as a building block in a new international order. For Vladimir Putin,
this structure offers:

1 atool for removing obstacles to commerce and the movement of investment, technology
and workforce;

9 and an "impressive prospects of cooperation between EAEU and other countries and
associations, in particular, for more extensive Eurasian partnership involving China, India,
Pakistan and Iran and other interested countries"(1).

Under its foreign policy of moving eastwards, Russia created in 2001, as one of the founding
members, the Shanghai Cooperation Organization (SCO), a political, economic and military
organization, with China, Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan. Pakistan and India are
expected to become full-fledged members. Iran has an observer status. Both Russia and China
expressed their support for Iran’s full membership. The Iranian President suggested the creation of
a free trade zone between Iran and the Eurasian Economic Union. Even though Moscow has
declared its turn towards Asia, Russian companies have not been noticeably investing there (2).

According to the latest data provided by the Russian Central Bank and the Eurasian Development
Bank, in 2014, total Russian investments in China were close to zero. This is because Beijing allows
foreign investments in China only through the creation of joint enterprises with Chinese co-
ownership. Russian investors, however, are aiming to either fully own their foreign businesses or
manage them. Russian companies do not invest in Japan and South Korea because of lack of
competitiveness and have made any significant investments in Thailand and the Philippines (3). As
a rule, Russian investments are directed to countries with which intergovernmental relations were
established back in the period of the Soviet Union. This includes India, Vietnam, Iraq and
Bangladesh.

"Vladimir Putin’s interview by Fareed Zacharia moderator of the plenary session of St Petersburg International Economic
Forum, June 17, 2016.

2 Gleb Fedorov, "Six features of Russia investment in Asia", RBTH, March 15, 2016.

3 Ibid.
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At finally, Russia is concerned with the defense of its borders and the stability of its neighboring
countries those having made part of the former Soviet Union which it considers as its sphere of
influence. Is such concern so surprising or exceptional? In this respect, Russia is no exception. The
US, for instance, has also treated outside interference in the Western hemisphere as a threat to its
national interests (Monroe Doctrine-1823). Russia is also guided by a deep-seated sense of
vulnerability vis-a-vis the West and NATO and sees undocumented immigrants as a threat.

Crimea (Ukraine). Crimea has always been important for Moscow in terms of symbol, geostrategy,
history as well as of identity. This former Khanate was since the 15" century a protectorate of the
Ottoman empire and was a military outpost from which the Sublime Port tried to invade Russia.

Russia considered that it could never become a real empire with European and international
dimensions without access to the sea, west and south of its territory. To achieve this geopolitical
objective, Russia needed to strengthen its grip on the Black Sea, with a view, inter alia, to extend its
power into the Balkans and to “free” Constantinople from the Ottoman occupants (1). The
conquest of Crimea by Catherine the Great, in the 18™ century, solved the invasion nightmare.

During the Crimea war (1854-1856), Ottoman Turkey, supported by France and Great Britain,
sought to recover this strategic region. The goal of this war — which foreshadowed the alliance,
against Moscow, of the western world with the islamist poles during the cold war and until today -
was the control of Sebastopol. Russia lost some territories but succeeded in keeping Crimea and
Sebastopol. Crimea has been the only part of Ukraine (with a large Russian speaking majority)
challenging for a long time the Ukrainian territorial integrity.

The Russian-Ukrainian Partition Treaty on the status and conditions of the Black Sea fleet signed in
1997 and prolonged in 2010 determined the status of the military bases and vessels in Crimea
before the crisis. Russia could maintain up to 25,000 troops, 24 artillery systems, 132 armored
vehicles and 22 military planes, one military base in Sevastopol and related infrastructure on the
Crimean Peninsula. The Russian Black Sea fleet had having rights in Crimea until 2042.

Both Russia and Ukraine are signatories of the Charter of the United Nations. The ratification of said
Charter has several ramifications in terms of international law, particularly those that cover the
subjects of declaration of independence, sovereignty, self-determination, acts of aggression and
humanitarian emergencies. The UN Charter is famous for being contradictory and containing two
mutually exclusive principles: the rights of the nations to self-determination and the inviolability of
frontiers. Crimea self-determination was blatantly at variance with the second principle of the
Charter (2). A peaceful referendum was conducted in the Donbass region and over 96% of the
people voted the return to Russia. The next day, President Putin with the overwhelming backing
from the Russian people and the parliament, annexed Crimea.

Since 18 March 2014, the peninsula has been administered as two de facto Russian federal
subjects: the Republic of Crimea and the entity of Sevastopol. An UN resolution states that the
referendum has no validity and cannot form the basis for any alteration of the status of Crimea. The
resolution calls upon all states and international organizations not to recognize or to imply the
recognition of Russia’s annexation. Vladimir Putin justifies the return of Crimea to Russia as
complying with the principle of self-determination of peoples and consequently rejects the word

(1) Itis this very objective that the western powers have always been trying to prevent, preferring instead the Great
Turque over the Tsar.
(2) Mikhail Zygar, All the Kremlin's Men: Inside the Court of Vladimir Putin, PublicAffairs, New-York, 2016.
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of annexation. His approval rating among the Russian public has increased by nearly 10% since the
crisis began, up to 71.6% according to a poll conducted by the All-Russian Center for Public
Opinion Research on March 19, 2014.

Additionally, the same poll showed that more than 90% of Russians supported the unification with
the Crimea Repubilic. It is to be recalled that in 1994, the people of Crimea held their 1** referendum
on separation from Ukraine and rejoining Russia and 80% voted independence. In any case, most
Russian citizens and political leaders (of the presidential majority as well as of the opposition) are
largely approving the annexation of Crimea. They are not likely to change their view on the
legitimacy of having reintegrated the peninsula within the Russian borders.

The Donbass region (Ukraine). Another source of conflict between Russia and Ukraine concerns
the administrative districts of Donetsk and Luhansk. Most people of this Russian speaking area
favor a greater independence from Ukraine and even complete autonomy. Although neither Russia
nor Ukraine declared war, Ukraine forces and separatists have been fighting against each other
since 2014 with high death toll. Despite the February 2015 agreement to lower tensions, called
Minsk 2, fighting continued. The terms of the Minsk agreement have not been implemented.
Vladimir Putin’s commented the failed implementation as follows:

1 political solutions ensuring the security of people living in Donbass are the priority;

I constitutional amendments are nowhere to be seen;

9 the law on a special status of the territories should have been enacted. The law has been
passed by the country’s parliament but still has not come into effect;

i the amnesty law was passed by the Ukrainian parliament but has not been signed by the
President;

9 elections must be cancelled, and work should focus on economic and humanitarian
restoration. Nothing is being done, nothing at all. Postponing these problems over on-
going violence on the frontlines is just an excuse;

1 political reforms that will constitute the foundation of a final settlement on security, are a
pressing priority. We cannot afford to continue putting off key political decisions by citing
lack of security in the aria are a pressing priority (1).

Moscow interference in Crimea and Donbass is easily understandable, from a Russian perspective,
by the national interests very clearly developed in the Russian national security strategy and the
military doctrine:

1 State borders control in view of securing Russian sovereignty;

9 direct or indirect control of the regions bordering the former USSR;

9 recovering of the great power status and promoting a new international and multipolar
order;

1 promoting Russian identity.

The settlement of this crisis would apparently be made easier by a greater autonomy of the
Donbass region within the Ukrainian State, addressing the concerns of the Ukrainian government
and the Russian speaking fraction of the local population.

(1) President Putin’s interview by Fareed Zacharia, plenary session moderator at the St Petersburg Economic Forum, June
2016.
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China. Fears of China expansionism are regularly stoked up by the Russian media, particularly since
the territorial concessions made to China. The Russian armed forces, in common with militaries in
most countries, are trained to be aware of all hypothetical threats, and cite China as a potential
aggressor in terms of competition to resources and of China expansionism into the Russian Far East
not only in purely military terms. Moreover, relations with China and Japan are made more
complicated by a growing xenophobia under Putin: one of the reasons is the increase of the
number of foreign workers living in Russia and, if the media are to be believed, the fact that
Chinese are outnumbering Russians in some areas of the Federal Republic. This should prompt
Russia to seek stronger cooperation with the West.

However, the EU demonization campaign against Vladimir Putin and the sanctions against Russia
have deterred Moscow to work along those lines. On the contrary and despite the threats
mentioned above, the relations between China and Russia have improved although joint projects
face difficulties to materialize.

About the EU’s relationship with Russia, the shared neighborhood makes cooperation a necessity,
not a drive. Whereas for the EU, universal values remain at the core of the relations between the
two blocs, it is unclear whether Russia and China can claim the same concerns.

Beginning 2000, global security issues were deemed of sufficient importance that a new
mechanism of dialogue on international issues affecting the national security interests of both
Russia and China, was established at the level of the Russian Security Council and the China State
Committee.

Reflecting Russia and China’s continued and growing concern at US predominance in global
politics, and US criticism of Russian and Chinese internal politics, a joint declaration emphasized
the need to adhere to universally accepted norms of international laws and to recognize the right
of governments to defend state unity and national dignity to choose their own path of
development and to participate equally in international affairs. Japan and the USA invest heavily in
China while Russia does not, and China is not a significant investor in Russia.

China’s and Russia’s endeavors to obtain a worldwide recognition as great powers and be treated
accordingly in international institutions, are not necessarily mutually exclusive. "Arguably, both
countries intensified involvement on the world stage is not only complementary but to a growing extent
directly or indirectly supportive of each other’s increasingly commonly defined interests [...]. The
growing international significance of China and Russia’s key political and economic partnership must
be considered a major factor in global policy making going forward" (1).

An important agreement was signed by both countries in 2014, which aims at intensifying
significantly bilateral relations. A major outcome of this agreement includes the 40 years gas
supply agreement between Gazprom and China National Petroleum Corporation and the reference
to the building of the Power of Siberian gas pipeline. A very positive consequence of such closer
relationship between the two countries, is Russia’s exports of mechanical and technical products to
China in 2015, completely in line with Vladimir Putin’s strategy of diversification into the non-
energy sector.

(1) Bob Savic, "Behind China and Russia’s special relationship", The Diplomat, December 14, 2016.

EU-Russia | Specific Co-operations or Global Partnership? 9



Such bilateral relations go beyond economic interests. A major development is the announcement
on May 8, 2015, in Moscow, of the planned integration of the Chinese led BRI (1) with Russia’s
EAEU. At the Hangzhou G20 summit, held in September 2016, the China-Russia dialogue was
accorded a high-level agenda by both leaders. Now it remains to be seen whether such integration
is realistic, given the inherent obstacles and risks and the asymmetry of the deal. Whereas Beijing
basically pursues economic goals in its relationship with Russia (more energy resources to support
its economy), Moscow is looking at its strategic partnership with China rather in a political and
security-driven context. Have Russia and China close or almost identical views on international
development as Putin said?

On the Chinese side, all is not rosy. Xi Jinping is worried about Chinese financial downswing since
2015.Chinese stock exchange has been poorly performing. A few measures have been taken to
remedy the situation. Another cause for concern is a moral erosion with the preeminence of
individual interests over collective ones and the crumbling of social fabric. Hence, the efforts to
restore the values and Confucianism.

Back in 2014, Vladimir Putin, who has been seeking new markets in Asia for Russian energy exports
to replace traditional customers in Europe, announced that he would welcome Chinese
investments in Vankor (2), a vast new oilfield in remote eastern Siberia owned by the state firm
Rosneft. All of Vankor's output of 440,000 barrels per day of crude was shipped east in 2015, via the
East Siberia-Pacific Ocean pipeline, which includes a spur feeding China’s northeast. Rosneft sold a
10% share in Vankor to China.

Syria. As President Putin says: "The problems of Syria, of course, concern primarily the anti-terrorist
struggle, but there is more than that. It goes without saying that the Syrian conflict is rooted in
contradictions with Syrian society and President Bashar Al-Assad understands this very well. The task is
not just to expand control over various territories, although it is very important. The point is to ensure
the confidence of the entire society and trust between various parts of this society and to establish a
modern and efficient government that will be trusted by the country’s entire population. And political
negotiations are the only road to this. We have urged this more than once. President Al-Assad also
spoke about this; he accepts this process. What needs to be done today? It is necessary to join more
actively the process of forming the new Constitution and to conduct, on this basis, future elections, both
presidential and parliamentary. When President Al-Assad was in Moscow, we spoke about this with him
and he fully agreed with this [...]. There is no more democratic way of forming a government than
elections based on a Constitution that is transparent and accepted by the overwhelming majority of the
society [...]. This is a complicated process that will require time while we still need to do something
today. | agree on the possibility of bringing representations of the opposition into existing power
structures, for instance the government. It is necessary to think about what power this government will
have [...]. Many of our partners are saying that Assad should go (...) but this is also unrealistic. (...) The
main point is to prevent the country’s collapse. And if things continue to go as they are today, collapse
will become inevitable" (3).

(1) BRI comprises the Silk Road Economic Belt and the 21st century Maritime Silk Road, with the objective of developing a
trade and infrastructure network connecting Asia with Europe and Africa along the ancient Silk Road routes.

(2) Vankor is the largest oil discovery in Russia in nearly 3 decades, key to Russia’s policy to find and tap new regions such
as East Siberia, as reserves in West Siberia are depleting.

(3) Excerpts from President Putin’s speech at the plenary session of St Petersburg International Forum, June 2016.
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Such an occurrence would jeopardize the operation of the Russian naval base in Tartous and would
disturb the expansion of the Tartous facility in a fully-fledged permanent naval base. Moreover, the
overthrow of the current regime would lead to political instability and could allow Daesh to take
power. That is why Vladimir Putin reasserts that, in his view, there is no solution without Damas.

To progress the negotiations, Putin already discussed with Assad’s most fierce opponent, the Saudi
king and Turkish President. Vladimir Putin is wondering why the West (and human right activists) is
demonizing Bashar Al-Assad and why it is not vilifying Saudi Arabia for publicly hanging and
beheading people. Putin justifies Assad’s use of weapons against his own people as a response to
the Arab spring, which lead to chaos in several countries such as Iraq or Libya, with a huge human
toll, after the destitution of their leaders. Russia also experienced similar revolutions, the so-called
color revolutions.

Although the US and Russia are both fighting the Islamic state and Abhet Fatal A-Slam, they were
sharply divided on the most important aspect of the conflict: Washington sought the military
overthrow of the Syrian government of President Al-Assad (what about President Trump’s
position?) while Moscow defends Assad with air power and offers support for the Syrian Arab Army
(SRA).

In any case both sides have their own agenda. The Russian successful involvement in this war is a
way to bring Russia back on the international scene as a great power, to strengthen its access to
the Mediterranean Sea and to extend the use of the Khmeimim airport. As far the US is concerned,
the question is to what extent is the US support to overthrow Assad dictated by Saudi Arabia’s
concern to secure Sunni interest worldwide and especially in the Middle East?

Indeed, Saudi Arabia intention is to replace Assad with a follower of puritanical Wahhabism form of
Sunni Islam. Ironically many millions of Syrian Sunnis support Assad as does the clear majority of
SRA soldiers. Another Saudi reason for ousting Assad is to deprive Iran of its major regional ally
which by the way also serves Israel’s interests. In any case, the main threat in the region is Daesh
much more than the Assad regime. Whatever has been said, Russia has been and still is much more
instrumental in the war against the islamists (and has proved successful) than the US. Its action in
Syria is contributing to the world peace by defeating IS.
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Which co-operation between the EU and Russia?

The context

The current legal basis for EU-Russia relations is the Partnership and Cooperation Agreement (PCA)
which came into force in 1997, initially for 10 years. Since 2007, it has been renewed annually. It
established a political framework for regular consultations between the EU and Russia, based on
the principles of respect for democracy and human rights, political and economic freedom and
commitment for international peace and security. Furthermore, the PCA is complemented by
sectorial agreements covering a wide range of policy areas including political dialogue, trade,
science and technology, education, energy and environment, transport and prevention of illegal
activities. On-going EU-Russia cooperation covers 4 policy areas: energy and environment;
freedom, security and justice; external security; research and education, including cultural aspects.

At the EU-Russia summit in London in 2005, it was contemplated to conclude a New Basic
Agreement (NBA) to replace the existing PCA, improving the regulatory environment by building
upon the WTO rules and to strengthen bilateral trade relations. According to the Directorate
General for trade, "today with the deepening of the Customs Union between Russia, Kazakhstan,
Belarus and Armenia, and the difficulties for Russia to fulfill its commitments, it is not clear how further
progresses can be achieved in the Trade and Investment field and in general with the New Agreement”.
Obviously, this is only part of the problem. Another important parameter is the highly asymmetric
nature of the negotiations. The EU expects Russia to adjust and align some of its legislation to that
of the EU, but not vice-versa. Such prerequisite jeopardizes the possibility to make a win-win
agreement.

The EU view. "The Russian Federation is one of the most important partners for the European Union. A
key priority of the EU is to build a strong strategic partnership with Russia based on a solid foundation of
mutual respect. Russia is the largest neighbor of the EU, brought even closer by the Union 2004 and
2007 enlargements. The 2003 EU Security Strategy highlights Russia as a key player in geopolitical and
security terms at both the global and regional levels. Russia is a key actor in the UN Security Council and,
due to history, geographic proximity and cultural links, is one of the key players in the common
European neighborhood. Russia’s contribution to Europe’s cultural heritage is an important element of
our common ties. Russia is also a major supplier of energy products to the EU. Russia is a large, dynamic
market for goods and services, with considerable economic growth. The EU’ market, on the other hand,
is by far the most important destination of the Russian products. Companies from the EU are the main
investors in Russia [...].

The EU has a strong interest in working together with Russia to foster political, social and economic
stability in the region and worldwide. Russia and the EU need to work together to combat new threats to
security as terrorism, crime, illegal migration and trafficking in people as well as drugs [...]. The EU and
Russia have an extensive dialogue on political issues around the world, including the resolution of
conflicts such as those in the Middle East, Afghanistan, the Western Balkans and Sudan and preventing
the proliferation of weapons of mass destruction and the relevant technologies, as in the cases of Iran
and North Korea [...]. The EU has a vital interest in promoting prosperity in its largest neighbor. The
European and Russian markets are fundamentally complementary: both the EU and Russia each have
strength that could be shared to mutual benefit. The EU is a knowledge-based economy that
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simultaneously needs to lift its long-term growth prospects; while Russia is a high growth emerging
economy necessitating a knowledge base able to exploit its historic strength in advance science and
technology" (1).

This was ten years ago. In the meantime, several crises occurred: the annexation of Crimea and
Russian support to the Donbass rebels with the resulting EU economic sanctions against Russia
and the fundamentally different strategies in the Syrian conflict, Russia supporting the current
regime and the EU aiming at overthrowing Bashar Al Assad and restoring the control of the state
border to the Ukrainian government. On top of that, the EU is deeply concerned about the
authoritative drift of the Kremlin. As Martin Schultz put it, “it would be an enormous achievement to
re-establish deep coordination with Russia. Russia needs the EU and the EU needs Russia. Together we
are stronger. There are major challenges that we can only tackle together: solving conflicts in our shared
neighborhood, the fight against terrorism, limiting nuclear proliferation [...]. | want the EU and Russia
to work together in the future but first we need to uphold the international legal order on which we base
our common peace and security” (2). As most of the Europeans no longer seriously question that the
world’s future and the fate of their values will be settled between a rising China and the US,
shouldn’t the EU be more pragmatic? Is the divided EU in a position to impose its norms while
needing so badly allies in the fighting against terrorism and strong energy suppliers?

The Russian view. "Russia seeks to maintain regular dialogue with the EU on major political issues
that today’s world is facing, including the settlement of conflicts in the Middle East, Afghanistan, in the
Balkans and other regions, as well as prevention of proliferation of WMD and related technologies [...].
In anticipation of the resumption of the negotiations on the NBA after a lengthy pause initiated by the
EU, Russia strives to place special emphasis on the need for new realities to be reflected in the future
agreement [...]. Russia-EU relations are going through challenging times. EU’s actions on the eve and in
the course of the Ukraine crisis have called into question its reputation as a reliable partner of our
country. Our relationship has been seriously undermined by unilateral sanctions imposed by the EU at
the expense of economic interests of both sides for the sake of promoting dubious geopolitical schemes.
Events of recent months have demonstrated that burgeoning trade and economic ties between Russia
and the EU have not yet attained the level of a true strategic partnership based on the principles of
equality, indivisibility of security and mutual respect each other’s interests. Obsolete confrontational
stereotypes from the times of the Cold War continue to linger. The Ukrainian crisis has highlighted the
urgent need to jointly elaborate a model of Russia-EU relations in the region of our “common
neighborhood” which should ensure due consideration of the interests of all parties concerned and all
countries of the region, this instead of being a source of tension, becoming an instrument of enhancing
and strengthening our co-operation”(3).

And more specifically about Ukraine, Ambassador Vladimir Tchijov emphasized that "Ukraine needs
a common national identity, large enough to embrace all ethnic and linguistic groups of the country.
But in order for such an identity to emerge, time, stability and good relations with the EU and with
Russia are essential” (4). He also stressed that the relation between EU and Russia must become less
ideological and more pragmatic.

(1) « The European Union and Russia-close neighbors, global players, strategic partners », European Commission,
Directorate-General for External Relations, 2007.

(2) Martin Schultz, opening remarks at the Boris Nemtsov Forum, Brussels, November 2016.

(3) Permanent Mission of the Russian Federation to the European Union, “Brief Overview of relations”, undated.

(4) Vladimir Tchijov, Permanent Representative of the Russian Federation to the European Union, Le Soir, October 7, 2015.
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The stumbling blocks

Two stumbling blocks are considered by the EU as an obstacle to further the PCA or its new version
the New Basic Agreement (NBA): the settlement of the crises in Ukraine and Syria.

Ukraine. Ukraine is a special case for Russia. Indeed, "After the collapse of the Soviet Union, it became
the custom for the Russian Ministry of Foreign Affairs to deal with foreign countries, that is countries
outside the Commonwealth of Independent States (CIS) which was made up of all former Soviet
Republics except the Baltic countries. CIS countries were handled by the presidential administration.
Ukraine, the second largest post-Soviet Republic and Russia’s closest partner, was personally overseen
by the head of the administration” (1). Therefore, it is understandable that the Ukrainian crisis is
directly handled by the President of Russia. In Putin’s view (as well as Russia’s), Ukraine is key to
Russia’s borders protection and stability and its integration in NATO is not acceptable for
geopolitical reasons.

Sanctions against Russia appear to "hurt more the people of Russia and Crimea than the Russian
leaders. On the other hand, such sanctions have a negative impact on the Central and Eastern European
economies, on Southeast Europe, South Caucasus and Central Asia. Whereas the EU aims to export its
standards to its southern and eastern neighbors through legally constraining partnership, Russia is
more concerned with domestic and external threats affecting its territorial integrity and its influence on
its close neighbors. What is important for the Southeastern European countries is not the choice
between the EU and Russia, but the benefits of the integration into the Euro-Atlantic bloc and privileged
relations with the Euro-Asiatic countries” (2).

The Ukrainian crisis could better be solved if this country had not to choose between the EU and
Russia but on the contrary to cooperate with both blocs. In any case Putin is there to stay. Pollsters
indicate that the opposition movement total electoral power combined amounts to no more than
15% of potential voters. Putin’s Russia and the EU must find a way to mutual understanding.
Pragmatism should prevail on ideology. A positive consequence of the Ukrainian crisis is that it
offers to the EU a unique opportunity to mobilize the public opinion in favor of creating a common
military defense capacity to sustain a foreign policy serving the vital interests of the European
citizens.

Syria. The Syria case is a more complex issue. Vladimir Putin considers that the war in Syria is
primarily an anti-terrorist struggle (although there is more to it) and that political negotiations,
with all parties concerned including Bashar Al-Assad and the civil society, are the only way to bring
peace back in the region. According to him it is necessary to speed up the drafting of a new
constitution and then proceed with presidential and parliamentary elections under strict
international control with the participation of the United Nations (3). The problem is that the
motivations of the stakeholders are very different:

(1) Mikhail Zygar, All the Kremlin's Men: Inside the Court of Vladimir Putin, op. cit.

(2) Centre franco-autrichien pour le rapprochement en Europe, Quel avenir pour les relations entre I'Union Européenne et la
Fédération de Russie ?, 16 novembre 2015.

(3) President Putin’s interview with Fareed Zakaria at the Plenary session of the St Petersburg International Forum, June
17,2016.

EU-Russia | Specific Co-operations or Global Partnership? 14



1 local Muslim countries are divided between Sunnis and Shiites: Saudi Arabia and the
Emirates on the one side, Iran, Hamas and the Hezbollah on the other side. The policy of the
latter is to keep Assad in power because he comes from a minority tribe close to the Shiites,
whereas the Sunnis main goal is to overthrow the current government to replace it by a
Sunni friendly one;

1 Westerners are motivated by apparent ethical objectives: the removal of a dictatorship to
be replaced by more democracy;

9 Russia could have a lot to lose if the Syrian government is overthrown: its naval bases
assuring the only direct access to the Mediterranean Sea and the use of airfields in Syria
allowed by the government in place. These facilities are essential for its geopolitical policy.

However, all parties share a common target: the fighting against terrorism ant the Islamic State.
About this common objective, Russia and the Syrian army have been more successful than any
other belligerents. Since their involvement, a complete recovery of the Syrians areas occupied by IS
is achieved although at the expense of a great lot of collateral deaths and casualties. Given the
success of the war against IS, mainly thanks to the combined effort of the Syrian army and the
Russians, is it not possible to reach an agreement among the three main blocs mentioned above to
complete the job of defeating the Islamists and thereafter establishing a new constitution and
organizing democratic elections?

"The first step is indeed to get real about Syria. We know that the moderate opposition we so loudly
support consists in fact of factions, unreliable and intermingled (according to the Pentagon) with Al
Qaeda. They are so unreliable that we won't even supply them with certain kinds of weapons because
we fear it would fall in the hands of ISIL. Our public position can only be explained by an aversion to
siding with Russians in accepting that Assad has to stay in the short term while we agree on a more
sustainable solution. We should make that shift because it is right for Syria and because it builds up our
cooperation with Russia in a policy area where our long-term objectives (combatting Islamism) are
actually very close” (1).

The negotiations

A political settlement of the Ukrainian crisis and the correlated lifting of the sanctions should not
be a prerequisite for opening formal discussions or building closer relationship all the more so that
despite strong misgivings and few, if any, sign of positive changes, some EU governments continue
to pursue political relations with Russia including negotiations of new contracts (albeit in a more
restricted form than before).

Contrary to EU’s structure which is neither conducive to quick decision-making nor to adoption
and pursuit of fast and powerful responses, Russian President has control over the Russian state
apparatus, its intelligence services and key economic actors and he has the capacity and will to
take decisions quickly and implement them.

(1) Tony Brenton (former US ambassador to Russia), "Don’t wait for Russia to take the first step", Politico, March 20, 2016.
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Why would the EU forgo to explore the possibilities of a win-win deal with Russia, which would be
the case by imposing a previous settlement of the Ukrainian and Syrian crises and economic or
societal norms? There are several areas of cooperation that would benefit both blocs:

1 the security and fight against Islamism;
9 the energy: oil, gas and nuclear power;
91 the nuclear proliferation;

1 the space programs;

1 theaircraftindustry;

to name just a few.

Security and fight against Islamism. Before speaking about enmity or hostility, we have to define
the nature of the threat endangering our existence, our world view, the entity we are living in. In
this context, is it still questionable that the greatest threat to the world and in particular to Europe
including Russia is Islamism whose project is clearly (and Islamists are proud of it) to conquer
Europe and submit our populations to the Sharia? Actually, could we deny the fact that Islamists
are already working towards getting the project accomplished? Could that target not be better
summarized by a statement like: "the mosques are our barracks, the doms our helmets the minarets
our bayonets and the faithful our soldiers™? The EU must be careful not to fight the wrong battle.
Russia does not threat the EU as Is does. It does not endanger European lives and is not financing
suicide bombers.

Security and stability is a concern shared by both the EU and Russia. However to what extent is the
EU prepared "to accept the notion that hard power is the guarantor of any international power" and to
"addressing the tactics of Russia’s new warfare from the perspective of strength?" (1) Couldn’t we share
Alexander’s Del Valle view: "In the framework of the Pan-European and Pan-Occidental defense, fruit
of cooperation between sovereign capitals, decided to share means to defeat a common enemy or
common threats, Russia has its rightful place" (2).

Wouldn't a joint effort of the EU with Russia in the fight against terrorism and Islamism — a centrally
controlled and tiny command structure enabling quick decisions, more adapted to face
unconventional wars — be a successful combination? Such partnership would not only strengthen
our means (military, data collection, and the like) against terrorism but would also bring more
stability in Europe by eliminating or at least seriously diminishing sources of conflictual situations
between the two blocs.

Oil and gas. The global distribution of energy demand shows a profound change with an almost
flat consumption in most of European countries, Japan, Korea and North America, and an
increasing demand in the rest of Asia (60% of the global total), Africa, the Middle East and Latin
America (3). According to IEA, in 2040 the oil demand in the non-OECD countries will be twice as
high as the one of the OECD members. At that horizon, the OECD oil consumption would be 44.7
Mb/d of which 14 Mb/d in the European members of that organization. 75% of the demand would
be consumed in transportation and in the petrochemical industry, it is to say in sectors and
applications offering little economic alternatives. According to Eurostat, 29% of the EU 28’s imports

(1) Molly K. McKew, "Putin’s real long game", Politico, January 6, 2017.
(2) Alexandre Del Valle, Les vrais ennemis de I'Occident, éditions de IArtilleur/Toucan, Paris, 2016.
(3) International Energy Agency, World Energy Outlook, 2014.
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of crude oil came from Russia. However, within the EU, the low carbon economy is expected to
result in an important reduction of oil consumption. Beyond 2040, the global oil demand will
stabilize, even decrease, due to technological progress, alternative transportation means and so
on. Today Russia is among the first two biggest oil producers. Despite the current oil market prices
and of the sanctions (1), Russian production, in October 2016, touched a post-Soviet era high. The
secret of its success appears to be a combination of tax measures, the dollar value and the
advantage of low-cost production.

The Russian oil majors, Rosneft and Lukoil, which account for almost half of the country’s oil
production, increased their capex spending in 2016. There are many factors at play here. One of
them is the reduction of the export duty. On the other hand, Russia sells most of its oil on term
agreement. As such buyers must abide by the purchase contracts that often run into 5 years or
even more. In any case with the depletion of the EU oil production and taking into account future
US shale oil exports at reasonable prices, Russia is likely to remain EU major supplier.

Russia is also investing abroad in the oil sector. Russian energy major Rosneft and the Kurdistan
regional government in Northern Iraq have signed several oil exploration and production
agreements at the St Petersburg International Economic Forum (SPIEF 2017). Rosneft reported that
it will get access to “one of the most promising regions of the developing global energy market
with expected recoverable reserves of about 45 billion barrels of oil and 5.66 trillion cubic meters
of gas (2). The agreement includes five production sharing projects.

For Gas, EU’s gas imports are going to grow in the future. Indeed, it deals with the least polluting
fossil fuel, a rather low CO, emitter and whose reserves are plentiful and well distributed
worldwide. That is the reason why it is accepted in countries adopting a low carbon economy. It is
particularly suitable for compensating the intermittency of renewable production of electricity, for
heat production and for road and sea transportation. Europe’s dependence on foreign gas is a
central issue in the EU’s internal debates about its relationship with gas exporters, the member
States defending different strategies.

The bigger western markets benefit from greater supply diversity than the eastern ones, highly
dependent on Russia, although Germany and Italy together account for almost half of all gas
consumed in the Union. EU’s gas demand is expected to grow to 544 bcm (billion cubic meters) by
2030. The natural gas share is expected to increase from 26% in 2010 to 32% of the total primary
energy demand, in 2050 (3). In 2013, Russian gas supplies represented 27% of the EU gas
consumption and 39% of its gas imports. To secure that gas supply, the availability of an adequate
transportation infrastructure is essential. This is a cause for concern:

9 on the one hand, the EU and Russia work to avoid as far as possible the Ukrainian route
because of possible transportation disruptions as experienced in the past;
1 on the other hand, the EU’s strategy aims at diversifying its supply sources and routes.

(1) The sanctions against Russia following Crimea’s annexation and Russia’s assistance to Donbass rebels, lead to the
suspension of the agreement between Exxon-Mobil and Rosneft for the exploration of oil deposits in the Arctic and, in
particular, in the Kara and Barents seas.

(2) Assessment of the Ministry of Natural Resources of the Kurdistan Region.

(3) Eurogas, Eurogas roadmap 2050, October 2011.
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The pipes crossing Poland and Belarus as well as Nordstream 1 meet the first concern but not the
second one: the supply diversity, Russia being already a major supplier (1). This is the reason why,
among others, Nordstream 2 has been blocked. Another pipe (allowing both route and supply
diversifications) links Azerbaijan to Italy through Georgia, Turkey and Greece, the section crossing
Turkey is named TANAP and the one between Greece and lItaly, TAP. In any case EU is and will
remain, for many more years the main buyer of Russian gas. The Asian clients, and in the first place
China, are not expected to import Russian gas before 2020 given the time required to develop the
necessary infrastructures.

"In a nutshell, Russia is the largest oil and gas exporter to the EU likewise, the EU by far the largest trade
partner of the Russian Federation. Based on this mutual interdependency and common interest in the
energy sector, the EU and Russia launched, in 2000, an energy dialogue to develop a long-term energy
partnership between the EU and Russia. This dialogue focused on oil and gas, energy efficiency,
cooperation in the interconnections of the European Union and Russia’s electricity grids, trade and
enhancing the safe use of nuclear materials. For the EU, the long-term security of energy supplies is a
major concern. The dialogue supports policy reforms in the Russian energy sector. For Russia, it is
important to attract investments to maintain and increase oil and gas production, to rehabilitate and
upgrade its energy infrastructures and to use knowledge and technology transfers as means of
enhancing economy growth. The Energy Commissioner for Energy leads the dialogue on the EU side
and the Energy Minister of the Russian Federation is his Russian counterpart. The dialogue has
established 4 working groups in the following key areas of mutual interests: the Energy Markets and
Strategies Group; the Group of Electricity; the Energy Efficiency and Innovations Group; the Group on
Nuclear Energy" (2).

Nuclear power. At first, Nuclear power in Russia. Between the 1986 Chernobyl accident and mid-
1990s, only one nuclear power plant was commissioned in Russia: the 4™ unit of Belakovo.
Economic reforms following the collapse of the Soviet Union meant an acute shortage of funds for
nuclear power development and several projects were stalled. But by the late 1990s exports to
Iran, China and India were negotiated and Russia’s stalled domestic constructions program was
revived as far funds allowed. "Russia is moving steadily forward with plans for an expanded role of
nuclear energy, including development of new reactor technology. An average of one reactor per year Is
due to come on line to 2028, balancing retired capacity. The efficiency of nuclear generation has
increased dramatically since mid-1990s. Exports of nuclear goods are a major Russian policy and
economic objective. Over 20 nuclear power reactors are confirmed and planned for export construction.
Foreign orders totaled $ 133 billion at the end of 2016" (3).

The main reactor design being deployed until now has been the V-320 version of the VVER-1000
pressurized water reactor with 950-1000 MW net output. A later version of this export is the V-392
with enhanced safety and seismic features (as the basis of the AES-92 power plant). All models
have 4 coolant loops with horizontal steam generators. Advanced versions of this VVER-1000 with
western instruments and control systems have been built at Tianwan in China and are being built
at Kudankulam in India. Such advanced versions have also been bid in Finland and Bulgaria. Two
design streams emerged: one from Atomprojekt in St Petersburg with V-491 reactor and one from
Atomenergoprojekt in Moscow with V-392 reactor.

(1) Nordstream 1 with an annual capacity of 55 billion m?® links Vyborg in Russia to the east of Germany.
(2) The Russian Federation and the European Union, EEAS, October 5, 2016.
(3) World Nuclear Association, "Nuclear Power in Russia”, updated January 2017.
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A further evolution of Atomenergoprojekt’s nuclear reactors is the VVER-TOI. Rosatom says that it is
planned to be the standard for new projects in Russia and worldwide. It has an upgraded pressure
vessel with a service lifetime of more than 60 years and 18 to 24 months fuel cycle. This reactor of
1255 MW has improved cooling reliability, larger steam generators, further developed passive
safety with at least 72 hours grace period requiring no operator intervention to shut down, lower
construction and operating costs and a 40-month construction time. It is claimed to require only
130-135 t/GWh of natural uranium.

The complete design was presented to the customer, Rosenergoatom, at the end of 2012. It was
submitted to Rostechnadzor in 2013 for licensing with a view to subsequent international
certification in accordance with EUR requirements as the standard future export model. EUR
approval is seen as basic in many markets, notably in China. In 2012, Rosatom announced that it
intended to apply for UK certification for the VVER-TOI design with a view to Rosatom Overseas
building them in the UK. It appears that the 1" units will be built at Kursk, then in Turkey (AKKUYU),
Tsentral, Smolensk and Nishny Novgorod.

In February 2010, the government approved the federal target program designed to bring a new
technology platform for the nuclear power industry based on fast reactors. Rosatom’s long term
strategy up to 2050 involves moving to inherently safe nuclear plants using fast neutrons with
closed fuel cycle- the PRORYV Project. The BN fast reactors are part of this project. They have a
negative temperature coefficient of reactivity (higher temperatures decrease reactivity). These
sodium cooled fast reactors seriously reduce the quantity of spent fuel. Their consumption of
enriched uranium is very low. The BN-800 achieved criticality in June 2014, was grid connected in
December 2015, reached full power in August 2016 and entered commercial operation at the end
of October 2016 (1). BN-800 is seen as a bridge to significantly future design such as BN-1200. It is a
test case for technical solutions that will later be used for commercial production of the BN 1200.

Now, let's move on to the nuclear power in the EU. The only European 3d generation nuclear
technology is French: Areva. This company facing serious difficulties, has been restructured. The
activities relating to the nuclear fuel cycle is lodged in a Newco of which the French State detains a
majority stake, whereas the reactors design and fabrication are transferred in Areva NP. EDF is the

majority shareholder of Areva NP. Some Areva [ EGTKTcKcNGNGGNGEEEEEEE

(1
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