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Trade Policy

1. WTO General Council votes for Ukraine’s membership
The General Council of the World Trade Organization has approved of adopting Ukraine as a WTO member at its session in Geneva on 5 February. Chilean Ambassador Mario Matus, who chairs the WTO General Council session and was also the chairman of the working group on Ukraine`s WTO accession, put to the vote a decision to approve the report of the working group and the draft protocol on Ukraine’s accession to WTO. The WTO General Council supported these decisions, after which Mario Matus congratulated the President of Ukraine Victor Yushchenko, who was present at the session. The ceremonial signing of the protocol on Ukraine’s accession to WTO took place later during the day. Ukrainian President Yushchenko called the event on 5 February a truly historic moment for Ukraine. He also expressed gratitude to all those who contributed to Ukraine’s membership in the WTO. At the same time the President noted that there is much yet to be done at home for Ukraine to gain full membership. To his mind it will take two to three weeks of preparatory work on the Protocol and after that it will be immediately forwarded to the Verkhovna Rada for ratification. In addition 11 technical draft laws must be adopted along with a number of documents at the ministerial and governmental level. “Within the next three weeks we shall be completing preparatory work. The rest of the time shall be dedicated to coordination”, - he said. Speaking about the benefits of Ukraine joining the WTO Yushchenko said that most favourable conditions are promised to the metallurgy and chemical industries. New investors are expected to come to Ukraine as well. WTO membership also enables Ukraine to begin talks on establishing a free trade area with the EU.
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2. EU and Ukraine to start free trade agreement negotiations
EU Commissioner Peter Mandelson and Ukrainian President Viktor Yushenko on 18 February have launched negotiations for a free trade agreement between the EU and Ukraine. The launch of negotiations followed the finalisation of Ukraine's WTO accession process on 5 February 2008, which was a prerequisite for FTA talks. Launching the talks, Peter Mandelson said: "It’s a sign of the EU's commitment to Ukraine that the ink is hardly dry on its WTO accession agreement and we are here in Kiev to build on that membership with a new stage in our economic relations. The process we are about to begin is not just about trade and investment flows. It is a mark of Ukraine's continuing political and economic integration into the global economy, and deep partnership with the EU". The EU and Ukraine plan to build on the liberalisation set in train by WTO membership with a wide-ranging agreement that will bring regulatory standards into convergence and improve access for investment in both directions. It will lower the costs of EU imports for Ukrainian businesses and consumers, and increase Ukraine's access to the EU single market, which is the largest in the world.  An EU-Ukraine FTA is part of the EU's wider policy of creating a stable and prosperous European neighbourhood through closer economic ties. The EU is not only Ukraine's largest trading partner, but one of the largest and richest markets in the world. Closer economic ties with the EU offer huge benefits for Ukraine. The FTA will be a core part of the New Enhanced Agreement being negotiated between the EU and Ukraine, which will cover all areas of their relationship. Ukraine is currently the EU's 25th largest export market and the EU is Ukraine's first trading partner, followed by Russia. EU-Ukraine trade reached over €26 billion in 2006, and has been growing steadily in recent years. The latest figures for 2007 show that this trend is continuing. Ukrainian exports to the EU consist mainly of basic commodities, i.e. metal, energy, machinery, agricultural products as well as chemicals. Major EU exports to the Ukraine are machinery, chemicals and transport equipment. The EU is by far the largest foreign investor in Ukraine. FDI flows from EU-25 amounted to €5.5 billion in 2006, compared to just above €230 million in 2003. 
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3. Black Sea Synergy Ministerial Meeting held in Kyiv

The first Black Sea Synergy meeting of the Foreign Ministers of the EU 27 and their counterparts from the Black Sea region was held in Kyiv on February 14, 2008. Black Sea Synergy (BSS), an initiative launched by the European Commission in 2007 aims at boosting cooperation within the region as well as between the EU and the region as a whole. Foreign Ministers discussed priorities for future projects and the potential for enhanced EU involvement with countries of the region and the role of regional organizations and other initiatives in this process.  Ahead of the Black Sea Synergy Ministerial Meeting, Commissioner for External Relations and European Neighbourhood Policy, Benita Ferrero-Waldner, who also participated in the meeting said: “Black Sea Synergy is designed to attract political attention to Black Sea region and provide new opportunities through increased cooperation with the EU. It also provides opportunities for increased cooperation with Turkey and Russia. We believe Black Sea Synergy can achieve results particularly in five key areas: energy, good governance, transport, environment, migration and the fight against cross-border crime. I am personally committed to exploring all the potential provided by Black Sea Synergy, and I am convinced that this new process could also be conducive to facilitate joint solutions for the frozen conflicts around this region.” The Black Sea Synergy Meeting of the Foreign Ministers of the EU and of the countries of the Black Sea Region was co-chaired by Ukraine and the EU. It was opened by the President of Ukraine, Viktor Yushchenko. Black Sea Synergy goes beyond European Neighbourhood Policy by including Turkey and Russia. Among observers of the meeting, there were third countries which have expressed a special interest in Black Sea regional cooperation, international financial institutions and regional organizations and initiatives active in the Black Sea region. A press conference was held in the afternoon. On the eve of the Ministerial Meeting, an informal meeting of Ministers provided the opportunity to discuss a wide range of political issues affecting the Black Sea region. Also, on 14th of February, a special Ministerial meeting of the Black Sea Economic Cooperation Organization (BSEC) was held before the Black Sea Synergy Ministerial Meeting. Commissioner Benita Ferrero-Waldner participated in this Meeting together with the current Slovenian and the future French EU Presidency. 
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4. Ukraine resumes uranium exports 
Zhovti Vody-based Skhidnyi ore mining and enrichment plant, Dnipropetrovsk region, has resumed uranium concentrate exports since January 2008. Fuel and Energy Ministry press secretary disclosed this to press. The concentrate produced from new uranium ore is exported. 

According to director of the nuclear energy and industry department of the Fuel and Energy Ministry Natalia Shumkova, the uranium is exported to Urangesellschaft Mbh, Germany.  The OMEP and Urangesellschaft Mbh signed the contract on uranium delivery for the first quarter of 2008. "[OMEP's] produce extracted in the first quarter was sold on the contract with Urangesellschaft," she said. She did not specify the volume of the concentrate delivered.  Currently, the Skhidnyi OMEP produces about 800 tons of uranium concentrate from the produced uranium ore. In December 2006, state-run Ukratomprom Concern suspended uranium exports until creation of own reserve of 2.4 tons. The OMEP is the only Ukrainian and the largest European enterprise for production and processing of uranium ore. The enterprise produces 3.3% of the world uranium production. The OMEP plans to by 2011 increase uranium concentrate production by 20.48% or 170 tons to 1,000 tons a year. 
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5. GLD Invest to build Odesa Logistic Park

Austria's GLD Invest Group developing company has started building a first stage of the Odessa Logistic Park class A logistics centre of 60,660 square meters five kilometres far from Odessa, according to a company press release. The company said that the first stage would unite warehouses of 47,460 square meters and offices of 13,200 square meters. "Kyiv region still has potential, although the company decided to invest in the regions, where there are no logistics centres at all. We started building the OLP (Odesa Logistic Park) centre near Odessa and secure for ourselves a land plot on the Zaporizhia-Dnipropetrovsk Highway, where we’ll start building [the centre] in the spring 2008," read the release, referring to Director General of Kyiv-based GLD Invest Ukraine Ltd., part of Austria's GLD Invest Group, Clemens Lehr. GLD Invest Group, founded in late 1990s, is engaged in designing, constructing, leasing and the sale of commercial real estate, in particular, office and warehouse real estate. 
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European Union

6. Javier Solana opens New Ukraine in New Europe Conference in Kyiv
Javier Solana has participated in the annual international conference "New Ukraine in New Europe" devoted to the problems of European security held in Kyiv on 4 February. This is the second edition of the event. In his opening remarks the EU High Representative for Common Foreign and Security Policy underlined that Ukraine is a key country in Europe for stability, prosperity and the development of the continent. Mr. Solana said that there is much reason to be optimistic about Ukraine, since the trend is clear: it is moving forward in claiming its place among modern European nations. Mr. Solana noted that Ukraine is an increasingly important European player, and the EU already works jointly with Ukraine on a few important global security issues like cooperation in so called frozen conflicts and Ukraine’s participation in EU crisis management operations. Solana also highlighted the importance of further domestic reforms in the country and underlined that the new government has to work on results to build a constructive relationship with the opposition. 
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7. EU Commissioner Ferrero-Waldner meets Yulia Tymoshenko 

European Commission for External Relations and European Neighbourhood Policy Benita Ferrero-Waldner met the Prime Minister of Ukraine Yulia Tymoshenko in Kyiv on 14 February. The European integration prospects of Ukraine were discussed during the meeting, within the context of the negotiations on a new enhanced agreement with the European Union. They also discussed energy cooperation and interaction in the Black Sea region. “This region has tremendous potential for cooperation, particularly, in the energy sphere,” the Ukrainian Prime Minister stressed.  The European Commissioner thanked the Ukrainian side for hosting the Conference of Foreign Ministers of the EU member-states and the Black Sea region states which took place in Kyiv. They also discussed the possibility of creating an Early Warning Mechanism (EWM) for crisis management in the energy sphere. Yulia Tymoshenko mentioned her Government‘s commitment to remove any intermediaries between Ukraine and Russia for gas supply. They also discussed the schedule for their meetings for the coming months.
Secretariat Comments: For information only.
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:

8. European Parliament approves Lisbon Reform Treaty

The European Parliament on 20 February overwhelmingly approved the EU's reforming Lisbon Treaty, aimed to replace the bloc's failed constitution, amid protests by MEPs backing national referendums. By a vote of 525 against 115, the Parliament in Strasbourg endorsed the treaty with 29 abstentions. However there was no great enthusiasm for the project, with some members of the house clucking and wearing shirts saying "Too Chicken for a Referendum." "We're voting 'for' but we're holding our noses," said German Green deputy Johannes Voggenhubber, summing up the mood of some European lawmakers. "The treaty is a political solution, a compromise to get us out of the crisis, the impasse. But it also gives the European Union all the instruments to respond to the concerns of the citizens," said Spanish conservative MEP Inigo Mendez de Vigo, one of the authors of a parliamentary report on the Lisbon Treaty. "We are opening the path to a good number of our ambitions," he said of the treaty which was signed by EU heads of state and government in the Portuguese capital in December. All 27 EU member states must individually ratify the wide-ranging text for it to come into effect, as planned, next year. So far five -- France, Hungary, Malta, Romania and Slovenia -- have done so. 
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9. Energy Commissioner meets Ukrainian Speaker

On 27 February Commissioner Andris Piebalgs met the Speaker of the Ukrainian Parliament Mr. Yatseniuk. The main topic of the discussion was creation of common European energy policy. Mr. Yatseniuk stated that Ukraine supports the idea of a necessity to establish common European energy policy in which Ukraine can and should be an equal partner. Ukrainian Speaker underlined that the documents regulating now the energy sector, including Energy Charter, have declarative character and do not influence significantly the markets of the countries that have signed them. Arseniy Yatseniuk stressed that one of the most important components of the Ukrainian energy policy must be investments. All the foreign investors in the Ukrainian energy sector should have equal access to the market upon condition of the state control. Commissioner Piebalgs to his turn expressed his satisfaction with Ukraine as energy transit partner and underlined the country’s huge potential for electricity export. He told that this is a scope the EU and Ukraine should reach, but this requires some time, a few years. During the meeting the sides also discussed the question of Ukraine’s entering Union for the Co-ordination of Transmission of Electricity.Commissioner Piebalgs accepted an invitation to take part in energy security conference that will take place in May in Ukraine. After the meeting a joint press conference of the Commissioner and the Ukrainian Speaker took place where Mr. Piebalgs stated that the Commission is considering the White Stream project proposed by Madame Tymoshenko before.
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10. EP hosts 10th EU Ukraine Parliamentary Cooperation Committee meeting
From 26 to 27 February in the European Parliament in Brussels the 10th meeting of the EU Ukraine Parliamentary Cooperation Committee was held under the co-chairmanship of MEP Adrian Severin and Borys Tarasiuk. From the Ukrainian side, besides the Committee members, Speaker of the Ukrainian Parliament Mr. Yatseniuk as well as leader of Party of Regions Mr. Yanukovych participated in the meeting. The EU was represented, besides the Committee members, by Ambassador of Slovenia Mrs Bavdez-Kuret on behalf of the Presidency-in-Office of the Council, Mr. Hugues Mingarelli, Deputy Director General of DG External Relations on behalf of the European Commission, and MEP Adam Bielan, Rapporteur on Ukraine of the EP Committee on Foreign Affairs.  

The main points of the meeting agenda were:

· political and economic developments in the EU and Ukraine; 
· EU – Ukraine economic cooperation, in particular the prospective of a free trade area; 
· opportunities of cooperation between the EU and Ukraine in energy and climate change field;

· cooperation in the sphere of justice and home affairs;
· cooperation in Common Foreign and Security Policy (CFSP), regional and cross-border cooperation. 

The parties underlined in their common final statement that Ukraine due to its geographical position, history, cultural and economic ties, can be clearly identified as an integral part of Europe and like every democratic European country which respects the rule of law may in principal apply for the EU membership. It was also highlighted that the case for the EU membership perspective would grow ever stronger if Ukraine successfully carries out comprehensive reforms towards implementing the Copenhagen criteria as well as undertaking the necessary constitutional, political and judiciary reforms. The parties recalled the provisions of the EP’s recommendation of 12 July 2007 to the Council stating that the current negotiations with Ukraine should result in the conclusion of an Associate Agreement which contributes efficiently and credibly to the European perspective of Ukraine and opens the corresponding process, including the possibility of membership. 

After the discussion of political and economic developments in Ukraine and the EU, the Committee noted that the early parliamentary elections of 30 September 2007 in Ukraine were conducted in an open and competitive environment and met the international standards for democratic elections. The Committee supported the determination of the new Ukrainian government to ensure successful continuation of democratic and market reforms in the country and to move closer towards the EU. The parties agreed on the importance to implement a proper constitutional reform in Ukraine, needed to ensure more effective accountable system of governance and clear division of powers between parliament, cabinet of ministers and president. At the same time, the Committee underlined that a broad political consensus in Ukraine’s society, particularly in the Parliament, must be ensured in favour of a stable constitutional settlement and of reforms which underpin the European aspirations of Ukraine. The final statement of the meeting calls again upon all the EU Member States to support initiatives on recognition of the Great Famine in Ukraine as genocide. In terms of EU Ukraine economic cooperation, the Committee commends the signature of Ukraine’s WTO accession protocol and launching of Free Trade Area negotiation with the EU, noting that a deep and comprehensive FTA should be an operational tool for the gradual integration of Ukraine into the EU single market. 

Having discussed energy and climate change point, the Committee highlighted Ukraine’s critical role in ensuring the energy security of the EU and underlined that Ukraine’s full control over its energy independence is directly connected to its political stability and prosperity. It stressed the need for the EU to finally agree on a common external policy which is also critical for Ukraine’s energy security. One of the most important issues in energy field discussed during the meeting was development of a joint strategy between the EU and Ukraine on common energy security based on the principles of the Energy Charter Treaty such as openness, transparency and reciprocity as regards access to markets and investments. The Committee members supported the construction of the Odesa-Brody-Plotsk pipeline and encouraged the involvement of Ukraine in the development of Nabucco project as well as of the Caspian Sea-Black Sea-EU energy corridor, aiming to diversify energy sources and to achieve a higher energy security in the region. Obtaining observer status in the Treaty of the Energy Community was discussed also, and the Committee supported Ukraine’s efforts to acquire membership in this organization.

In Justice and Home affairs part, the sides stressed the need to effectively implement visa facilitation and readmission agreements and agreed to underline that the final long-term goal should be a visa-free regime between the EU and Ukraine.

The next EU Ukraine Parliamentary Cooperation Committee is scheduled to 30 September – 1st October 2008 in Ukraine.
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11. Javier Solana meets Arseniy Yatseniuk

On 26 February EU High Representative for the Common Foreign and Security Policy Javier Solana met Mr. Arseniy Yatseniuk, the Speaker of the Ukrainian Parliament to discuss the latest developments in Ukraine and in the EU-Ukraine relations. Mr. Solana underlined the need of political stability for Ukraine to move forward important reforms. In this context Mr. Solana congratulated the Ukrainian government for the progress already made on the constitutional reform and reiterated EU’s full support for the country.
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12. MEP Severin: Ukraine’s right to apply for EU membership undoubted

The European Parliament Delegation on Ukraine Head MEP Adrian Severin considers undoubted the right of Ukraine to apply for the EU membership. He disclosed this at the press-conference within the International Economic Forum Europe-Ukraine that took place in Kyiv on 27-29 February. To Mr. Severin mind, however, the EU and Ukraine at the moment should speak not about the perspectives, but about practical concrete cooperation. He explained that now it is important to act, and if Ukraine and the EU elaborate common energy security strategy, coordinate their actions in the field of external relations, develop free trade area, Ukraine will become the EU full member before it is fixed de jure.” Let’s act as if we were integrated, let’s act as if we were creating a new political and economic association” – Mr. Severin told.
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13. European Commission agrees to monitor EU visa faciliation process 

The EU Commissioner for External Relations Benita Ferrero-Waldner met Mr. Yatseniuk in the framework of his one-day visit to Brussels. During the meeting the sides discussed recently ratified Visa Facilitation Agreement between Ukraine as well as a Committee for Monitoring of the Agreement Implementation. The European Commission agreed to establish such a committee which starts to work from March 2008.
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Economy

14. Ukraine’s Inflation in 2008 not to exceed 10% - Finance Minister
The Ukrainian government plans to keep inflation at no more than 10% in 2008, Finance Minister Viktor Pynzenyk said at a press conference in Kyiv on 8 February. "It is possible to handle inflation," he said. January inflation of 2.9% did not come as a surprise and price dynamics are expected to improve in February, he said. The government and National Bank of Ukraine carried out sterilization measures in January: the Cabinet was able to take UAH 4.7 billion out of circulation and the National Bank – UAH 5.5 billion. Payments to Soviet-era Sberbank depositors are not the reason behind price rises in January because they make up a small share of general social spending, he said. The situation on the Ukrainian-Polish border may have a negative impact on February prices because the Polish customs officials strike has complicated the receipt of food imports, Pynzenyk said. The government does not plan to borrow on foreign markets in the near future, but does expect to receive $300 million from the World Bank, the minister said. The government may later decide to borrow on foreign markets, he added. Inflation was 16.6% in 2007.The National Bank of Ukraine forecasts inflation of 14.8% if the 2008 budget sections on tightening fiscal policy and reducing spending are not changed.

Secretariat Comments: For information only.

Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:

15. Surplus of Ukrainian foreign trade in services in 2007 estimated at $4.1

The surplus of Ukraine's foreign trade in services from January through December 2007 has been estimated at $4.111 billion, the State Statistics Committee has reported. Over the period under review, the amount of foreign trade in services grew year-over-year: exports rose by 19.8%, to $8.989 billion, while imports were up by 31.2%, to $4.878 billion. Transport services still accounted for a large share of Ukraine's overall exports of services – 67.9%, while business, professional and technical services accounted for 12.8%. The export of services in 2007 year-over-year grew by $1.484 billion, while imports rose by $1.159 billion.
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16. Slowdown in Ukraine’s economy has statistical reason – Finance Minister
The slowdown in the pace of growth of Ukrainian GDP in January 2008 to 4.9% is mainly linked with the peculiarities of the statistical calculation of the figure and the government's fight with shadow tax schemes, Finance Minister Viktor Pynzenyk told the press on 18 February. "One of the reasons [for GDP slowing] is distortion in the calculation base and the adjustment of net taxes," he said. He said that a considerable impact on the calculation of GDP was made by a delay in the signing of contracts for consumed natural gas. Pynzenyk said that in January 2008, Ukrainian industrial growth was 5.7% compared to 5.5% in December 2007, which is evidence that the economy is working as normal. He said that the cabinet and the National Bank of Ukraine' taking measures to fight inflation, which is a top-priority task now, could certainly affect GDP growth to some extent. He also said that a high base for comparison was formed in January 2007, and later GDP growth slowed, which creates good preconditions for the fulfilment of the GDP target for 2008 at 6.8%. Real GDP in Ukraine in 2007 grew by 7.3%, and in 2007 its growth was also 7.3%. The 2008 national budget foresees inflation at 9.6% with real GDP growth at 6.8%. The cabinet was instructed to draw up amendments to the 2008 national budget, which is to be submitted to the parliament by March 1, 2008.
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Energy and Environment
17. EU Commissioner Piebalgs comments on Russian-Ukrainian gas dispute
Energy Commissioner Andris Piebalgs welcomed the agreement announced on 12 February in Moscow between Russia and Ukraine to solve the recent commercial gas dispute. Commissioner Piebalgs said: "I welcome the agreement between Russia and Ukraine today for the solution of their bilateral gas dispute. In the framework of our bilateral energy dialogues, I will shortly be in contact with our Ukrainian and Russian counterparts to find out further details of the agreement. The Commission expects that this solution will establish the basis for a stable and solid bilateral energy relationship which we hope will facilitate the smooth resolution of similar commercial differences in the future".
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18. EU to study risks of Nord Stream project
Estonian MEP Andres Tarand, whose country last September barred a consortium steered by Russian giant Gazprom from starting surveys in its waters, said on 15 February  that the EU's executive was due to hold a special session on March 6. This would examine a study which he and other European lawmakers have produced. "With the report, we will be insisting that the European Commission take very seriously the risks related to a pipeline of more than 1,000 kilometres (625 miles) under the Baltic Sea," Tarand told according to Agence France Presse. Estonia and its fellow ex-communist neighbours Latvia, Lithuania and Poland, as well as Finland and Sweden, have all expressed concern about the plan by the Nord Stream consortium, which is controlled by Gazprom and also includes Germany's EON and BASF. Among the worries are that work on the pipeline could disturb conventional and chemical weapons on board ships sunk in the Baltic by both Nazi Germany and the Soviet Union during World War II, as well as dumped later by the Soviet military. Tarand warned that the issue "poses a much more serious challenge than previously thought". "The number of potentially dangerous warships and chemicals is much larger than estimated so far and a lot of them are located on the planned pipeline route," he said. Tarand's report also examines the risk of seismic activity in the Baltic, raising the spectre of damage to the pipeline and subsequent risks to the environment. An earthquake measuring between four and five on the Richter scale hit Russia's Baltic enclave of Kaliningrad in September 2004. The Nord Stream pipeline is intended from 2011 to carry natural gas 1,200 kilometres (740 miles) from Vyborg in Russia to Greifswald in Germany, to supply energy-hungry Western Europe.
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19. EBRD and Chornobyl Plant agreed a shelter construction
The specialized Ukrainian state enterprise state called "Chornobyl Nuclear Power Plant" and the European Bank for Reconstruction and Development (EBRD) have signed an addendum to their agreement entitled «Project for Nuclear Safety at the Chornobyl Nuclear Power Plant» regarding financing of the project management group for construction of a shelter over the Chornobyl nuclear power plant’s destroyed fourth reactor. This document was signed on February 1 during a meeting between Emergency Situations Minister Volodymyr Shandra and the EBRD’s Vice President Horst Reichenbach. It provides for financing the operations of the group. The participants in the meeting also discussed a strategy for efficient implementation of the existing international projects at the Chornobyl nuclear power plant, particularly the project involving construction of a new, safe shelter over the Chornobyl nuclear power plant’s destroyed fourth reactor and the project for construction of a second dry storage for spent nuclear fuel. At the end of the meeting, the two sides reached full understanding on the periods of performance of the planned work on the shelter, as stipulated in the relevant contracts signed earlier. The European Bank for Reconstruction and Development has provided a grant of EUR 368 million to Ukraine in August 2007 for financing implementation of Chornobyl-related programs. The grant was intended for construction of a new confinement over the plant’s destroyed fourth reactor, launching operation of a facility for processing liquid radioactive waste, and completing the construction of the second dry storage for spent nuclear fuel.
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20. Poland and Ukraine to cooperate in coal industry
Ukrainian Coal Industry Ministry and Poland's coal industry department have signed a protocol on cooperation. Coal Industry Minister Viktor Poltavets met with Poland's Ambassador to Ukraine Jacek Kluczkowski and a delegation of Polish coal-industry specialists on February 1. According to the statement issued after the meeting, the Polish delegation was invited to Ukraine by the Ukrainian government to provide consultative assistance during investigation of the causes of the recent accidents at the Zasiadko coal mine (Donetsk). The two sides discussed the current situation in the Ukrainian coal industry, particularly the reasons and the aftermath of the accidents at the Zasiadko coal mine. The protocol was signed at the end of the meeting. The protocol stipulates that the Polish specialists are to assist in investigating the causes of the explosions that took place as the Zasiadko coal mine and participate in scientific research aimed at resolving pressing safety issues involving coal mining at Ukrainian mines. Moreover, the protocol provides for exchange of delegations with the aim of studying Polish experience in the area of labor protection and industrial safety and implementation of measures aimed at preventing accidents at Ukrainian coal mines. 106 miners were killed in three explosions at the Zasiadko coal mine during the November 18-December 2 period of 2007.
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21. Ukraine is reliable gas transit partner – German Ambassador
Ambassador of Germany to Ukraine Reinhard Schaefers judges Ukraine to be a reliable gas transit partner. He has disclosed this in his interview with the 2000 newspaper. "Ukraine is a reliable gas transit partner," said the Ambassador. Alongside with this, Schaefers underlines today Europe cannot go without Ukraine in transit supplies. "Those who build or plan building "bypassing Ukraine" must realize: for the next twenty years it is almost impossible to bypass your country, as the pipelines under construction will cover only the higher energy sources needs," says Schaefers. Thus, he underlines that for the next two decades most of oil and gas will be transported through Ukraine.
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22. Hungary drafts contract for Nabucco pipeline

On 20 February Hungary presented its draft for an intergovernmental contract that will provide a framework for the EU's flagship gas pipeline project, Nabucco. "We've put the draft contract to the ambassadors of the four countries which Nabucco will pass through," said economy ministry spokesman, Abel Garamhegyi. For their part, the ambassadors of Romania, Bulgaria, Austria and Turkey acknowledged receipt of the document which will provide the regulatory framework for cooperation between the different companies involved in the 5.0-billion-euro (7.4-billion-dollar) project.  "The fact that the Hungarian government has drafted the contract in just two weeks shows the importance that Hungary attaches to the project and its commitment to it," said Garamhegyi. The final version of the contract could "similarly be signed in the next two weeks," the spokesman said.  At a meeting of the participants of the Nabucco project in Vienna on February 5, Hungary had proposed taking charge of drawing up the contract and offered to host the negotiations that would lead to its definitive signing. Nabucco is a 3,300-kilometre (2,050-mile) pipeline running from the Caspian Sea via Turkey and the Balkan states to Austria.  Construction is scheduled to begin in 2009, with the completion date set for 2013.  The pipeline will transport 31 billion cubic metres of gas to the energy-hungry EU from the Middle East and Asia so as to reduce the bloc's reliance on Russian supplies. Nabucco's shareholders are OMV of Austria, MOL of Hungary, Transgaz of Romania, Bulgargaz of Bulgaria, Botas of Turkey and RWE of Germany.
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23. Hungary to join Russia’s South Stream
Hungary on Thursday 28 February became the latest country to sign up to Russia's South Stream gas pipeline. Welcoming Prime Minister Ferenc Gyurcsany in the Kremlin, President Vladimir Putin said that "if this project is realized, and I have no doubt that it will be, Hungary's significance as an important link for energy supplies to Europe will increase."And Hungary's own energy security will increase," Putin added, before officials from the two countries signed the deal entitled, "Cooperation in building a pipeline for transit of natural gas through Hungary." The proposed South Stream pipeline is aimed by Russia at cementing Moscow's grip on Europe's gas market and at seeing off a US-backed rival skirting Russia, the Nabucco pipeline, analysts say. It is part of a controversial two-pronged strategy that also involves building a northern pipeline route under the Baltic Sea to northern Germany. Moscow signed deals with Bulgaria and Serbia including them in South Stream earlier this year. The project envisages building a gas pipeline under the Black Sea from Russia to Bulgaria and then branches to Austria and Italy. Gyurcsany has been criticized by politicians at home for not consulting sufficiently widely before agreeing to the project, a point of view Fried picked up on. Analyst Chris Weafer, of Moscow-based URALSIB bank, said South Stream looked set to make fast progress and could thus set back Nabucco. In particular, he pointed out recent agreements between Russia and the Central Asian nation of Turkmenistan that would see Moscow maintain a strong grip on that country's gas exports. Apart from Turkmenistan, the other probable source of gas for Nabucco, Iran, is also fraught with political difficulties, he pointed out. South Stream "is a pipeline that was really not planned to be done that quickly. It's a direct result of the European Union having announced plans to build Nabucco," Weafer said.
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24. Bulgaria to construct the largest energy company in Southeast Europe
Bulgaria is building the future largest energy company in Southeast Europe - Bulgarian Energy Holding (BEH). This was announced on 20 February by Bulgaria's Energy and Economy Minister Petar Dimitrov. The Minister took part in a briefing together with representatives of Deloitte Bulgaria, the consultancy, which drew up the strategy for the creation of BEH. Deloitte's analysis indicates that the regulation of Bulgaria's energy sector is short-term and the result is the worst investment planning in Europe. BEH is to be created using the European model for large-scale unification of energy companies. Dimitrov pointed out that such a company has already been created in Poland, and another one is under way in Romania. The decision for the setting up of BEH was made at the meeting of the governing coalition council at the beginning of February. BEH will be comprised of the minority share packages from the National Electric Company, Bulgargaz, Kozloduy Nuclear Power Plant, Maritza Iztok (Maritza East) Mines, and Maritza Iztok 2 Thermal Power Plant. BEH's assets will amount to €4 B, and the expected annual revenue is €1,8 B. The initial planned profit is €14 M. The energy company will have a capacity of 6 Gigawatts, and an annual electricity production of 27 billion kW/h.  Minister Dimitrov explained that the large-scale unification of Bulgaria's major energy companies would make it easier to hold down energy prices. The BEH will be registered after the Competition Protection Committee makes a positive pronouncement about its legality.
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Industry
25. Kostiantyn Zhevaho to purchase Bulgarian metallurgic plant
Kostiantyn Zhevaho, a Verkhovna Rada deputy of the Yulia Tymoshenko Bloc and the businessman controlling one of the largest producers of pellets, Poltava OMEP, says he is ready to invest EUR 80 million into Bulgarian Kremikovcah Metallurgical Plant. This is disclosed in the report of Bulgarian government with the reference to Bulgarian Prime Minister Sergei Stanishev. According to the report, Stanishev marked he received a letter from Zhevaho confirming intention of the Ukrainian businessman to purchase the plant and marking he has investment plan on enterprise of the plant, including environmental and social sectors. Stanishev also said that Zhevaho is ready to immediately invest EUR 80 million into the working capital of the plant to provide normal functioning of the enterprise. Earlier, foreign mass media had reported that the owner of 71% stake in the plant Global Steel Company (controlled by brothers Mittals) intends to sell the package in the Bulgarian plant due to problems with fulfillment of investment liabilities. Foreign mass media calls Zhevaho and US Steel Company as major claimants for purchase of the plant. Zhevaho press service does not comment the information about talks in purchase of the plant. Kremikovcah Metallurgical Plant is the largest Bulgarian metallurgical plant, which is engaged in production of flat rolled steel. It produces about 70% of all Bulgarian steel and about 55% of Bulgarian rolled steel. Mr. Zhevaho controls Finance and Credit Group, which also includes Poltava ore mining and enrichment plant and AvtoKrAZ Holding Company.

Secretariat Comments: For information only.
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:

26. BBH and Sarmat announce joint beer production
Baltic Beverages Holding Group (BBH) has signed a five-month agreement with Donetsk-based Sarmat Group on the canning of Slavutych beer for BBH at Donetsk brewery, which belongs to Sarmat. "Due to a lack of its own facilities, ВВН Group has signed an agreement with Sarmat Group, under conditions of which Sarmat will can BBH products at Donetsk brewery," reads a joint press release of BBH and Sarmat on 11 February. The project also foresees Slavutych beer bottling from December 2007 through April 2008.According to the conditions of the agreement, Donetsk brewery is to can up to 100,000 dekalitres of Slavutych beer, which is produced at Kyiv and Zaporizhia BBH breweries every month for BBH. "As we have reserve facilities on canned beer and BBH company has a lack of facilities, we were able to help them. This cooperation is mutually beneficial for both sides," reads the release, citing Sarmat Group Director General Jorn Pedersen. Baltic Beverages Holding and Sarmat Group are among top-four breweries of Ukraine.
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27. Black Sea Shipyards to build ship hulls for Dutch Damen

Mykolaiv-based Black Sea Shipyard state company is to build four hulls – of offshore supply ships for servicing oil platforms – under an order from Dutch company Damen Shipyards Bergum, the press service of the company has disclosed to the press on 20 February. The company said that according to an agreement signed in December 2007 the deal is worth EUR 12 million. In addition, the contract foresees an option for another four hulls. The terms of the order's fulfilment have not been disclosed. The press service said that the company's development program for 2008-2013 foresees the building of six ship hulls for container ships and 48 ships worth $1.4 billion. Damen Shipbuilding Bergum has been operating in Ukraine since 2000 and cooperates with Kerch-based OJSC Zaliv Shipyard (Crimea), which has built seven ship hulls for the international shipbuilder. Damen Shipyards Group's annual turnover is over $1 billion. The group owns over 30 shipyards in the world. In 2000, the group bought a 78% stake in Okean Shipyard in Mykolaiv.

In August 2006, Aker Yards of Norway and the Damen Shipyards Group of the Netherlands finalized the process of establishing joint ownership of the Damen Shipyards Okean in Mykolaiv (Ukraine). The Black Sea Shipyard is one of the largest shipyards in Ukraine. 
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28. Ukraine still 8th biggest steelmaker in the world
Ukraine remained the eighth largest of the world's 67 main steel producing countries in January 2008, and it increased steel production by 0.8% year-over-year to 3.642 million tonnes. The rating is published by the International Iron and Steel Institute (IISI). Along with Ukraine, the top ten steelmakers in January 2008 were China (40.892 million tonnes, a 7.3% rise), Japan (10.25 million tonnes, a 1.8% rise), the United States (8.4 million tonnes, a 11.4% rise), Russia (6.53 million tonnes, a 3.4% rise), India (4.799 million tonnes, a 8.8% rise), South Korea (4.35 million tonnes, a 0,8% decline), Germany (4,108 million tonnes, a 4,9% fall), Brazil (3,070 million tonnes, a 13.6% rise) and Italy (2.85 million tonnes, a 6.6% rise). In January, Ukrainian producers increased steel output by 74,000 tonnes compared to December 2007. A decline in steel production compared to the previous month was registered in China, Japan, the United States and South Korea.
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Financial Services

29. Foreign capital share in Ukrainian banks up in December
The share of foreign capital in the overall statutory capital of Ukrainian banks in December rose to 35%, from 31.5% in November 2007, the National Bank of Ukraine has reported on its Web site.

The NBU also said that the banks' overall registered statutory capital in December grew by 4%, or UAH 1.653 billion, to UAH 42.873 billion (up by 63%, from UAH 26.266 billion, since the start of 2007). By the beginning of 2007, the share of foreign capital in Ukrainian banks' overall statutory capital was 27.6%.
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30. National Bank of Greece to buy three Ukrainian banks
Greece's largest National Bank of Greece is considering three banks for possible acquisition in Ukraine, the Thomson Financial agency reported with reference to a well-informed source.

According to the report, first on the list is Pravex-Bank, followed by Kreditprombank, and the third bank remains unknown. The buyer will decide on the matter by the end of February, according to the report. Earlier reports said that the Greek bank was interested in acquiring Ukrainian bank assets. OJSC Kreditprombank (formerly Inkombank Ukraine) was founded in 1997. The bank's biggest shareholders as of January 1, 2008 were Homertron Trading Limited with 49.8884% held directly, Greek citizen Konstantinos Papounidis with 10.63%, and Fintest Holding Limited with 29.4994%. In December 2007, the Antimonopoly Committee allowed Papounidis to build up a stake in Kreditprombank of over 50% of the votes on the bank's supervisory board. OJSC Pravex-Bank was founded in 1992. According to the bank, as of January 1, 2008, its major shareholders were Pravex-Brok Ltd. JV (10.68%), OJSC Pravex-Insurance (2.32%), Leonid Chernovetsky (7%), Kh. Chernovetskaya (7%), Stepan Chernovetsky (61.43%) while as of October 1, 2007, the stake of Leonid Chernovetsky was 21.32%, the stake of Kh. Chernovetskaya 24.76%, and the stake of Stepan Chernovetsky 29.07%.  According to the National Bank of Ukraine, as of October 1, 2007, in the terms of total assets (UAH 5.709 billion) the bank ranked 23d among the 173 operating banks in Ukraine, while Kreditprombank was 13th with UAH 9.966 billion in overall assets.
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31. Vienna Insurance Group closing Ukrainian Insurance Group deal
Austria's Vienna Insurance Group on February 12 closed a deal for the acquisition of 62% of the stocks in CJSC Ukrainian Insurance Group, the company has disclosed to the press. Vienna Insurance Group bought the stocks through an affiliated structure – Amsterdam-based TBIH Financial Services Group. The Antimonopoly Committee of Ukraine gave the thumbs-up to TBIH Financial Services Group N.V. (the Netherlands) for the acquisition of a stake in CJSC Ukrainian Insurance Group. In November 2007, TBIH Financial Services Group N.V. whose majority stockholder is Vienna Insurance Group signed a contract for the purchase of 62% of stocks in CJSC Ukrainian Insurance Group. Vienna Insurance Group has been working on the Ukrainian market since 2004 through the life insurance group Jupiter and two non-life-insurers – Knyazha and Globus.  The core business of TBIH Financial Services Group N.V. is investment activity. 
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Transport
32. UIA agreeing conditions for further work with Alitalia
Kyiv-based Ukrainian International Airlines (UIA) is finalizing an agreement of the further conditions for cooperation with the Italian carrier AlItalia. "The issue of AlItalia is at the final stage of a technical agreement. A common agreement has been reached. Considerable changes are to be made in the flight schedules of both companies, starting from the summer season," UIA Deputy Vice President and Commercial Director in Ukraine, Dmytro Shynkarchuk, told the press on 19 February. He said that the changes are linked with the restructuring of AlItalia. "The concept of AlItalia's work will change. A full restructuring will be done, and the airport in Milan will lose its strategic importance. The number of AlItalia flights to Milan will be significantly cut. Key flights will be made to Rome," Shynkarchuk said. He also said that from April 2008, AlItalia will have four Milan-Kyiv flights per week, while UIA will fly three times per week. He said that AlItalia would be able to have Rome-Kyiv lights every day, while UIA will fly six times per week on the route.

Ukrainian International Airlines announced the cancellation of its Kyiv-Rome and Kyiv-Milan flights from October 31 through November 5 due to the absence of approval for its winter flight schedule by Italian aviation authorities. The State Aviation Administration of Ukraine said that Italian aviation authority's ban on flights was due to the fact that Italy did not agree with Ukraine over a nightstand at Boryspil airport during the winter schedule. After talks between the Ukrainian and Italian authorities, flights between the two countries were resumed. The sides resolved to agree the new conditions for cooperation before the summer season.
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Agriculture

33. France ready to provide consultations for Ukraine’s farm sector

France reports on readiness to provide consultations concerning creation of necessary regulatory and legal framework for Ukrainian farm sector. Prime Minister Yulia Tymoshenko held a meeting with French Minister of Agriculture and Fisheries Michel Barnier on 31 January to discuss the issues of bilateral trade and economic cooperation and European integration of Ukraine. Mr. Barnier marked that Ukraine can always count on support of France in the process of European integration. He said that currently, it is very important to create the free trade zone between Ukraine and the European Union and deepen cooperation on the economic sector. Besides, he marked that Ukraine has unique opportunities in the agricultural sector and France is ready to provide consultations in creation of necessary regulatory and legal framework for Ukrainian farm sector.
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34. Ukraine may lose 10% of domestic market after joining the WTO
Ukraine's share of the domestic agriculture product market could drop by 9%-10% after the country joins the World Trade Organization, says Ukrainian Agrarian Confederation President Leonid Kozachenko. "You know that today on the Ukrainian market, 91%-92% of food is produced domestically and, according to our estimates, we will immediately lose about 9%-10% of the market," he said at a roundtable meeting in Kyiv Friday. Tougher competition on the home market amid reduced sales will encourage Ukrainian manufacturers to invest in development, sales of domestic sugar may see the biggest drop after Ukraine joins the WTO, Kozachenko said. Ukraine will gain from joining the WTO in the mid- and long- term through an increase in agriculture product exports, he said. Ukrainian President Viktor Yuschenko and WTO Director General Pascal Lamy signed a protocol on Ukraine's accession to the WTO in Geneva on February 5. Ukraine needs to ratify the agreement by July 4. The country becomes a full-fledged WTO member 30 days after ratification.
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35. Ukraine forecasts rise in gross output in 2008

Ukraine is planning to increase gross agricultural production by 9%-9.5% in 2008, Ukrainian Agriculture Policy Minister Yuriy Melnyk said at a government meeting on 14 February. "We have set a plan for gross agricultural output to grow 9%-9.5% [in 2008], including a 14% rise in crop production and a 3.5%-4% increase in livestock output," he said. Ukraine reduced agricultural output 5.6% in 2007 compared to the previous year. Spring crops will be planted on 15.8 million hectares in 2008, he said.  Grain and grain legumes will be planted on 7.7 million hectares this year, including barley on 3.6 million hectares and corn on 2.3 million hectares, he said. Sugar beets will be planted on 600,000 hectares, sunflowers on 3.2 million hectares and soybeans on 700,000 hectares. Ukraine planted spring crops on almost 17 million hectares in 2007, according to official government statistics.
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