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Trade Policy

1. Mandelson meets Nemyrya
On 3 July Trade Commissioner of the European Commission Peter Mandelson met with Vice Prime Minister of Ukraine for European and International Integration Hryhoriy Nemyria during his working visit to Brussels. In the course of the meeting the parties have considered a process of negotiations concerning a deepened and overall free trade zone. Vice Prime Minister of Ukraine and the EC Commissioner have expressed their satisfaction with the positive dynamics of talks and expressed on the significance of preserving the speed and quality of the negotiation process. The parties also emphasized on the importance of a coordinated work of Ukrainian Government and Parliament aimed at proper legislative grounding of the process of economic and trade integration of Ukraine to the European Union. 
Secretariat Comments: For Information Only
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Yes    □
No    □

Member comments:

2. Ukraine joined working groups of all 29 countries entering WTO
Ukraine has joined working groups of all 29 countries entering the World Trade Organization. 
According to UNIAN, Deputy Economics Minister of Ukraine Valeriy Pyatnytskiy claimed this to a press conference on 15 July. He stressed that countries enter WTO at different rates, and sessions of working groups on some countries were not carried out for several years. As of today, Ukraine works most actively in groups on WTO accession of CIS countries, in particular, Russia, Kazakhstan, Azerbaijan, and Belarus. First of all, according to the deputy Minister, they study commercial regimes of these countries, and gather information about problems faced by Ukrainian companies that export their production into these countries. In particular, Ukraine has questions to Russia about sanitary and phyto-sanitary norms, technical procedures, and export duties.
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3. European Commission and Ukraine trying to resolve trade differences

	Representatives of the European Commission and Ukraine are reportedly trying to iron out a dispute involving bilateral trade. On July 17, the deputy the director of Trade Defense Instruments Directorate at the European Commission, Stefaan Depypere held a working meeting with head of the presidential secretariat of Ukraine, Andriy Honcharuk,  where problematic issues in the trade the defense instruments sphere were discussed. Honcharuk, in particular, paid attention to cases of the unjustifiable non-registration of data submitted by Ukrainian companies under various anti-dumping investigations (in particular, the investigation into seamless pipes), conducted by the European Commission, and the use of information from other sources. This approach automatically foresees the determination of an unjustifiably high level of anti-dumping duties for Ukrainian products. As for the creation of a free-trade zone between Ukraine and the European Union, it should be based on the rules of the World Trade Organization. The agreements should promote the gradual achievement of four market freedoms – in the commodities and services trade, and in flows of labor and capital, Andriy Honcharuk, and Peter Mandelson, Commissioner of the European Union for Trade, agreed at their meeting on 17 July in Brussels.
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4. Knauf decides to suspend activities untill “better times”

	Germany's Knauf has decided to suspend its investment activities in Ukraine due to rising inflation and speculation on the real estate market, which have led to the stagnation of the construction sector and a slump of construction materials sales. "Knauf is to suspend its investment activities in Ukraine until better times, that is, for at least two or three years. No one could foresee that the result of inflation processes in Ukraine and speculation on the real estate market would be the stagnation of the construction sector and a slump in construction materials sales. We made a mistake in investing large funds into the upgrade of production facilities, as sales remain at last year's level," reads a Knauf report, referring to the co-owner of the company, Nikolaus Knauf.
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European Union

5. Sarkozy supports partnership deal between EU and Ukraine
French president Nicolas Sarkozy, whose country holds the European Union's presidency, on 11 July backed a new partnership agreement between Ukraine and the EU. "France will urge its partners in European Union and European Commission to push for a new agreement between the EU and Ukraine to achieve the most ambitious result possible," Sarkozy said in a written message to delegates of the Yalta European Strategy summit in southern Ukraine. The summit is also being attended by former British prime minister Tony Blair. Sarkozy had been due to attend but cancelled due to other commitments. Sarkozy also said he hoped that the European Union and Kiev "will be in a position to conclude an historic political agreement at the Evian summit on September 9," which could be signed in early 2009. The current partnership agreement in place since 1994 is considered out of date.

	


Secretariat Comments: Source: EU Business
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6. Slovak parliament approves measures to ease border crossing with Ukraine

Slovakia's parliament approved on 2 July an agreement with eastern neighbour Ukraine aimed at easing border formalities for citizens living near the frontier between the two countries. Border crossings in both directions have become more difficult following Slovakia's entry into the European passport-free Schengen zone last December, with Ukraine outside the 27-state club. The new agreement allows citizens living near the border visa-free travel to their neighbour up to 30 kilometres (20 miles) from the frontier for a maximum 30 days for social, cultural, economical or family grounds based on a special long-term permit. It also sets a limit of 90 days in the neighbouring country during any 180-day period. Foreign ministers signed the agreement at the end of May. The Ukrainian parliament has still to approve it, according to the Slovak foreign ministry spokesman Jan Skoda.
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7. Kwasniewski: Poland to lend support to Ukraine EU movement
	Ukraine's movement into the European Union will receive a boost when Poland will hold the EU's rotating presidency in 2011, former Polish President Aleksander Kwasniewski said on 12 July.
Poland is an advocate of the EU's enlargement and will remain so regardless of who is the country's prime minister or president, Kwasniewski told the fifth annual summit of Yalta European Strategy (YES), an independent international organization seeking to help Ukraine join the EU.
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8. Merkel: Ukraine will join NATO eventually

German Chancellor Angela Merkel pledged on 21 July to help Ukraine implement reforms to bring the former Soviet republic into NATO, a prospect strongly opposed by Russia. "We are proceeding from the fact that one day Ukraine will become a member of NATO," Merkel told reporters after meeting with President Viktor Yushchenko, The Associated Press reported. Merkel said Germany and other NATO countries will work with Ukraine on a "navigation plan" to guide Ukraine toward membership in the Western alliance. In order to join, Ukraine will have to upgrade its Soviet-style army in line with Western military standards, fight corruption and promote civil society. Earlier this year, a NATO summit denied Ukraine a Membership Action Plan, seen as a roadmap toward joining. But the summit promised Ukraine eventual membership. That decision was seen as Russia's success in lobbying Western European countries, mainly Germany and France, who cited hostility toward the alliance among many Ukrainians and the country's main opposition parties as well as the need for further reform. The two countries were seen as reluctant to anger Russia, which supplies Europe with some 35% of the European Union's natural gas imports and which has fiercely protested Ukraine's efforts to join NATO. Merkel, however, stressed that the issue of Ukraine's membership does not concern anyone else. "It cannot be that other countries that don't belong to the alliance are discussing this issue," Merkel said. "It is a question for Ukraine and NATO." Merkel also said that Ukraine has made strong progress toward further integration with the European Union. A new partnership deal is due to be discussed at the next E.U.-Ukraine summit in France in September. But, referring to the possibility of eventual membership, Merkel said: "This question is not on the agenda." "This (September) agreement will not only mean a strengthened partnership. It can also qualify as an associate member agreement," Merkel said at a joint press conference with Ukrainian President Viktor Yushchenko after talks. Merkel said the E.U.'s current internal disputes prevented further enlargement of the bloc for the time being. "I told the president that I am not one of those people who makes promises that are impossible to realize," Merkel said. Merkel also reiterated her support for Kiev's eventual membership of the North Atlantic Treaty Organization but didn't say whether Berlin would support Kiev's bid to gain official candidate status at a meeting of NATO foreign ministers in December. 
Secretariat Comments: Source: Ukrainian Journal
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9. EU press activates discussions on EU visas for Ukrainians

On 11 July the EuroNews channel issued an interesting reportage on the problems of the EU visas obtaining for the Ukrainian citizens which can be found by clicking the following link: 

http://www.euronews.net/en/article/11/07/2008/ukraine-s-visa-travails-with-the-eu/
Secretariat Comments: Source: EuroNews
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10. EU ministers agreed on association agreement with Ukraine

EU foreign ministers agreed on 22 July to sign an Association Agreement with Ukraine that would go beyond the current partnership accord but stop short of offering the country an EU membership perspective. The actual wording of the new accord was the main stumbling block in the debate. Indeed, the term "association" was also used for accords signed with the Eastern European countries that joined the Union in 2004 as well as for countries with clear membership perspectives, such as Croatia and Serbia - a similarity that some EU governments are keen to avoid. On the other hand, the EU has also signed "association" deals with a number of its trading partners, such as Chile and Egypt.  In the negotiations leading to the agreement, Spain led a group of countries including the Netherlands and Belgium - which wants the preamble to explicitly state that the new accord does not relate to accession. France, which currently holds the rotating EU Presidency and chaired yesterday's meeting, was among the countries to push hardest for the signature of the new accord. President Nicolas Sarkozy had repeatedy called for Ukraine to be granted a "privileged status" in the EU's relations with its neighbours - without, however, going as far as actual membership. 

Secretariat Comments: Source: EU Observer

Keep an eye on this 


Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:



Economy
11. IMF urges Ukraine to control inflation
The International Monetary Fund (IMF) has urged Ukraine to take immediate measures to control inflation, as sustained high inflation would greatly harm the country`s economy. At a press conference in Ukraine`s Black Sea resort of Yalta on 8 July, IMF Managing Director Dominique Strauss-Kahn expressed the organization`s anxiety over Ukraine`s unsustainable high inflation rate. 

He also called on other European countries to prevent or solve similar problems. "Even if you live with it (high inflation rate) for a very short term, it takes a very long time afterwards to sort out the consequences," Strauss-Kahn said at another press conference on 11 July. Ukraine`s Consumer Price Index (CPI) for the first half of 2008 rose 15.5 percent year-on-year. Although the government this week set its year-end inflation target to 15.9 percent for 2008 against last year`s 16.6 percent, experts estimate that Ukraine`s inflation rate this year may exceed 20 percent. 

Secretariat Comments: Source: UNIAN
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12. Ukarine’s GDP 5.4% up in June
According to Ukraine’s State Statistic Committee in June, real gross domestic product rose by 5.4%, compared to June 2007, to UAH 81.373 million. In January-June GDP rose by 6.3%, compared to January-June 2007, to UAH 429.456 million. In January-June the major GDP growth was due in trading, it amounted to 14.8%, in refining industry by 8.9% and in transport by 8.4%.

As Ukrainian News earlier reported, in May, real gross domestic product rose by 7.2%, compared to May 2007, to UAH 81.508 million. In January-April GDP rose by 6.2%, compared to January-April 2007, to UAH 266,575 million. According to the data of the State Statistics Committee, in 2007, real gross domestic product rose by 7.6%, compared to 2006, to UAH 712,945 million. In 2006 GDP rose by 7.3%. The Ukraine’s Cabinet of Ministers on June 27 has approved the major macroeconomic indicators of Ukraine's development in 2008, making worse the forecasted of inflation from 9.6% to 15.3%. The Cabinet of Ministers also reviewed the forecasted of nominal GDP from UAH 921.2 billion to UAH 956.8 billion, the forecasted of price rising of industrial production from 19.2% to 24.6%.

  
Secretariat Comments: Source: Ukrainian News
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13. World Bank worsens Ukrainian Inflation 2008 Forecast 
The World Bank has worsened the Ukrainian inflation forecast for 2008 (December on December) from 17.2% to 21.5%. Ruslan Piontkovskyi, an economist of the World Bank in Ukraine, announced this to the press. He said the World Bank also improved the Ukrainian real GDP growth forecast for 2008 from 5.5% to 6%. According to the World Bank, the locomotive of the Ukrainian GDP growth in the third quarter will be the farm sector. In the opinion of the World Bank, Ukraine in the first half of 2008 showed factors that the economy was rather overheated. The World Bank predicted worse conditions for the foreign trade of Ukraine in 2008 and slower growth in the foreign reserves of the National Bank of Ukraine.

  
Secretariat Comments: For Information Onlhy
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Energy and Environment
14. Barroso calls to stagger energy prices

European Commission chief Jose Manuel Barroso has called on EU member states to stagger energy prices to help poor households, in an interview published on 6 July. "EU states can ensure that low income groups do not have their electricity supply cut off and they should do so," Barroso told Germany's Bild am Sonntag newspaper. He proposed that lower prices be introduced for those levels of energy consumption that cover basic household needs. "Introducing a special tariff for energy use levels needed to cover basic requirements would be an example of a good solution," Barroso said.
Secretariat Comments: Source: EU Business
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15. Piebalgs welcomes gas pipeline agreement between Romania and Hungary 

Commissioner Piebalgs welcomes the agreement on the Szeged (HU) – Arad (RO) gas pipeline
Hungary and Romania have agreed to connect their gas systems for security of supply reasons. The completion of the interconnection between the two transmission systems will strengthen regional security of supply, creating a link that is not dependent on a third country. It will spread confidence throughout Central and Eastern Europe and demonstrates that EU states can make practical improvements to their domestic energy security. The line will follow the Arad - Szeged route. Mr Piebalgs said that "this is a first, concrete step in the direction of an integrated European gas network also in Central-Eastern EU. It will create close a missing interconnection, allowing the development of the internal market and enhance security of supply in the region". The TSOs of Hungary and Romania, FGSZ Ltd. and Transgaz concluded a Joint Development Agreement for the interconnection of Hungarian and Romanian natural gas transmission systems on the 1st of July. FGSZ will develop the Hungarian pipeline part, whilst Transgaz will develop the Romanian pipeline part. Both Parties shall finance their respective sections of the pipeline from their own resources. After finalizing the development, at the beginning natural gas will be transported from Hungary to Romania through the pipeline, however at a later stage the Parties may contemplate the creation of the technical conditions of the transportation of natural gas from Romania to Hungary through the pipeline. The two countries, although neighbours, were not yet connected. This new connection will contribute to the development of the market in eastern EU, bring possible diversification of routes and supplies and therefore will increase security of supply in Romania (and possibly Bulgaria). Therefore it is fully in line with the EU's energy policy.
Secretariat Comments: Source: European Commission Press Release

Keep an eye on this 


Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:

16. Greening transport: new European Commission package

On 8 July the European Commission put forward a package of new "Greening Transport" initiatives to steer transport towards sustainability. First, a strategy to ensure that the prices of transport better reflect their real cost to society, so that environmental damage and congestion can gradually be reduced in a way that boosts the efficiency of transport and ultimately the economy as a whole. Second, a proposal to enable Member States to help make this happen through more efficient and greener road tolls for lorries, with the revenue to be used to reduce environmental impacts from transport and cut congestion. Third, a communication to reduce noise from rail freight. The package also includes an inventory of existing EU measures on greening transport and a communication on the additional greening transport initiatives that this Commission will take before the end of 2009.
Antonio Tajani, Vice-President of the European Commission responsible for transport, said "This package is about tackling pollution and climate change, and making sure the polluter and not the taxpayer pays for environmental damage. Among the results will be greener transport, fewer emissions, up to 8% less fuel consumption by lorries and fewer hold-ups for all road users. Delays, unnecessary emissions and soaring costs are bad for transport companies, for their clients and for all of us. A more efficient and sustainable transport system will in the long run be a more user-friendly and cheaper transport system. " The Strategy on the internalisation of external costs sets out how this can happen in all modes of transport. Building on existing EU measures and proposals, such as those on fuel taxation and including aviation in the EU's Emissions Trading System, it considers all external costs including climate change, local pollution, noise and congestion. It is accompanied by a common framework for estimating external costs in the EU.

The Proposal to revise the Directive on the charging of heavy goods vehicle for infrastructure use ("Eurovignette" Directive) [1] is a key part of this Strategy. It seeks to establish a framework which enables Member States to calculate and vary tolls according to the air and noise pollution from traffic emissions and peak-hour congestion levels. This will encourage freight transport operators to buy cleaner vehicles and improve their logistics and route planning. The tolls must be collected using electronic systems with any revenue being used in projects to alleviate the negative impacts of transport, such as research and development on cleaner and more energy efficient vehicles. A common method must be used in toll calculation so that tolls are transparent, proportionate and compatible with the internal market. The revision of the Eurovignette Directive will now go forward to the European Parliament and the Council for debate and adoption under the co-decision procedure. Both the Parliament and the Council had previously asked the Commission to bring forward this measure, so the Commission is hopeful of rapid adoption so that it takes effect before 2011. The Communication to reduce rail noise from the existing fleet sets out the steps to reduce the noise from rail freight trains by 50%. This will mean that, by 2014, 16 million people in the EU will benefit from markedly less rail noise. Currently, old wagons are the main culprits, so at the end of this year the Commission will propose changing the EU rules on track access charges to promote the use of wagons with low-noise brake systems.

Secretariat Comments: Source: European Commission Press Release
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17. Piebalgs meets Nemyrya

European Commissioner for Energy Andris Piebalgs on 2 July met with the Vice Prime Minister of Ukraine for European and International Integration Hryhoriy Nemyria. In the course of the meeting the parties have considered priorities of French presidency in the European Union among which was the topic of energy policy of the EU. Vice Prime Minister emphasized on the preparedness of the Ukrainian side to the talks concerning joining of Ukraine to the European energy community. On his part, Commissioner A.Piebalgs informed about a possibility to receive by the European Commission a mandate for negotiations with Ukraine during July of the current year. In his turn, Hryhoriy Nemyria imparted to the Commissioner Piebalgs the results of a visit of Prime Minister Yulia Tymoshenko to Moscow which was held on June 28 of the current year in terms of Ukraine-Russia Economic Cooperation Committee. According to Hryhoriy Nemyria, Ukrainian-Russian relations continue advancement in a positive partner-like direction. “In the course of the visit the sides have agreed on the structured gradual transition to the European prices for energy carriers. Moreover, in contrast to the previous years, negotiations in terms of gas price commenced in advance,” Vice Prime Minister stressed. Commissioner A.Piebalgs informed about holding a conference into the issues of security of supplies of energy carriers in Europe which is slated for December of this year within the scope of French presidency and aired his initiative concerning participation of Prime Minister Yulia Tymoshenko in the mentioned event.

Secretariat Comments: Source: Ukraine Mission at the EU
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18. MEPs back liberalisation of the EU gas market

The European Parliament supported the liberalisation of the gas market by adopting reports that - though reaching out to countries opposed to "full ownership unbundling" (the separation of gas suppliers from gas transmission networks) - place strict conditions on companies that do not unbundle. The Commission's original proposal would have given Member States a choice between two models: ownership unbundling; or the preservation of integrated supply and transmission companies, provided that the operation of the transmission network was handed over to an independent system operator (ISO). A 6 June Council meeting subsequently endorsed another alternative to unbundling, known as the "independent transmission operator" (ITO) model (which would allow companies to retain the ownership of pipelines but compel them to abide by rules and a structure to ensure they operate independently in practice). 
 
MEPs, in their vote on the two reports – by Romano La Russa (UEN, IT) and Atanas Paparizov (PES, BG) – rejected the ISO option, but endorsed the ITO model (as the sole alternative to ownership unbundling). They made sure, however, to equip it with several safeguards:
 
· an "independent trustee”, meant to protect “the asset value of the transmission system operator” 

· a “supervisory body” – composed of gas company representatives, third party shareholders, transmission system operator representatives, as well as the Trustee – responsible for decisions “which may have a significant impact on the value of the assets of the shareholders”; (the Trustee, under some circumstances, can veto the body's decisions)

· a “compliance programme” setting out measures that prevent “discriminatory conduct”; 

· a “compliance officer” responsible for monitoring the implementation of the compliance programme.

(The Council agreement does not include the "independent trustee")
 
Revision clause
 
No later than five years after the directive's entry into force - the text says - a new energy regulators' Agency will report on whether these requirements have managed to ensure the independence of transmission system operators. If this turns out not to be the case, "the Commission shall submit proposals [...] to ensure full and effective independence of transmission system operators". MEPs also ask the Commission to submit a report "outlining the feasibility of creating a single European transport operator".
 
The vote also confirmed the EP's position in favour of the Commission's proposal to prevent control of transmission systems by third countries unless there is an EU-third country international agreement.
 
Consumer protection measures
 
Other changes bolstered the draft legislation with a number of consumer protection measures. Customers, MEPs decided, should have:
 

· the right to withdraw from contracts with their gas providers without charge; 

· the right to compensation if service quality levels are not met (as with, for example, inaccurate and delayed billing); 

· access to information on their rights through bills and gas company web sites; 

· access to information on procedures to be followed in case of disputes; 

· the right to be informed, at least quarterly, of actual gas consumption and costs; 

· access to smart meters within 10 years of the directive's entry into force.

· independent complaints services and alternative redress schemes such as an independent energy ombudsman or a consumer body

 
As in the vote on the electricity market, the EP sought to address the needs of vulnerable energy consumers. It decided, therefore, that EU countries should take "appropriate measures [...] to ensure that the number of people in energy poverty" – those unable to afford heating the home to an acceptable standard, as defined by the WHO – "decreases in real terms." MEPs insisted that countries work towards cutting the cost of energy to low income households. In the same vein, they backed an amendment mandating national authorities "to introduce pricing formulas which increase for greater levels of consumption" - and to prohibit the disconnection of "pensioners and disabled people in winter".
 
This was far from the only amendment to heighten the role for national regulatory authorities. In parallel with the introduction of the new alternative to unbundling, MEPs had already decided on 19 May to mandate national authorities:
 

· to ensure energy efficiency and integrate renewables (e.g. biogas) in both transmission and distribution grids; 

· to “facilitate the access to the grid [...] for new market entrants and renewable energies”; 

· to approve the annual investment plans of the transmission system operators; 

· to fix or approve network access tariffs; 

· to impose sanctions - including penalties of up to 10% of yearly turnover - against gas companies non-compliance with their obligations or for discriminatory behaviour.

 
The Commission, MEPs decided, should also put forward an accessible, user-friendly charter listing the rights of energy consumers.
 
Regional Cooperation 
 
The Parliament's vote also confirmed support for provisions that would see Member States having to ensure that transmission system operators have "one or more integrated systems at regional level covering several Member States for capacity allocation and for checking the security of the network."
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19. MEPs: energy efficiency to be included into SET Plan

MEPs say energy efficiency needs to be included in the European Strategic Energy Technology (SET) Plan in an own initiative report adopted by 596 votes in favour to 85 against and 14 abstentions. The report also makes recommendations to the Commission's SET Plan on the inclusion of intensified research into biofuels, and supports the plan to include research in nuclear power and carbon capture and storage (CCS).  The aim of the SET Plan is to improve the European innovation system on energy technologies, first by creating the framework conditions and incentives for the development of new energy technologies, and then by fostering the acceleration of the lab-to-market process.
 
In the report MEPs consider the SET Plan as "fundamental to achieving the EU's energy climate objectives for 2020", which include reductions in CO2 emissions, increasing the use of renewable energy and improvements in energy efficiency, if it has adequate financial support.
 
Nuclear energy, biofuels and energy efficiency 
 
The report supports a list of industrial initiatives the Commission has drawn up, including one on research in nuclear power, and states that research and design resources should support both third and fourth generation nuclear technologies. 
 
The report also supports the European Industrial Initiatives (EIIs) outlined by the Commission, but calls for biofuels research to be intensified under the programme so the overall environmental impact of the production of those fuels can be determined, and for energy efficiency to feature more prominently as "it is the area with the most potential for cost effective emission reductions in the medium term". 
 
Support for research into carbon capture and storage 
 
The report calls on the Commission to facilitate the realisation of up to 12 proposed CCS demonstration projects and believes that the development of CCS technology could play a role in reducing greenhouse gas emissions, "provided its efficiency and safety is assured".  The report also notes that support for clean coal technologies, such as coal to gas conversion, "will make it easier and cheaper to deploy CCS with the possibility of making it mandatory in the future".
 
Research and technology transfer
 
The report emphasises "the need to boost research in basic sciences such as biology, information technology, materials science and macro-technologies", "the need to improve the transfer of technologies from research centres and enterprises" and urges the private sector to invest more in research and assume greater risks.
 
Financing the SET Plan
 
MEPs stress that the SET Plan should not be financed through the reallocation of funds made available for energy under the Seventh Framework Programme (FP7) and the Competitiveness and Innovation Framework Programme (CIP), and encourage the Commission to urgently ensure adequate financing and support for new low carbon and zero carbon technology research and development, demonstration and commercialisation.
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20. Ukraine to remain reliable energy supplier for Europe-Yuschenko

Ukraine's President Viktor Yushchenko insisted on 7 July his country would remain a reliable energy supplier for Europe, during a one-day visit to Vienna where he met with his Austrian counterpart Heinz Fischer. "We want to give everyone access to the energy and natural gas market," and do so with "common ground rules," Yushchenko told a joint press conference in the Austrian capital. Fischer meanwhile described Ukraine as a "reliable energy partner and transit country," adding that "cooperation with the Ukraine should grow a little closer, better, more intensive and more concrete every year." He noted however that European Union accession for the former Soviet state was "not a matter for discussion at this point." The E.U. relies on Ukraine as a transit country for almost all its Russian gas imports. The two heads of state also discussed an upcoming E.U.-Ukraine summit on Sept. 9.
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21. ENI to sell gas to TGK-9

Italian energy major Eni, through its wholly owned subsidiary Eni Energhia, has signed gas sale contracts with Russian regional power generator TGK-9, pursuant to which 350 million cubic meters of gas will be sold by 2010. With this agreement, Eni will reportedly become the first European player to enter the Russian gas downstream market through sale and purchase deals.

Moreover, this success represents a fundamental step towards the development of Eni's presence in the Russian market, and to achieving the target of 900 million cubic meters to be sold in 2011.

The Russian gas market is reportedly the second largest consumer of gas worldwide. Furthermore, the Russian government is pursuing a gradual plan of price increases that will align European and internal gas prices between 2011 and 2014.
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22. EU Commission to negotiate Ukraine’s joining Energy Community 
At its July 15 meeting, the EU Agriculture and Fisheries Council approved, among other questions, a mandate of the European Commission to hold talks with Ukraine on its joining a so-called Energy Community. The Energy Community Treaty which was concluded in July 2006 provides for development of intensive cooperation in energy area between the European Union and the South East European countries, Western Balkans in particular, a majority of which is deemed as potential EU candidates. The instrument covers a wide range of issues starting with creating a common energy market, approaching regulatory rules in energy area and finishing with achieving technological compatibility of energy networks and environmental protection standards. 

With its yesterday's decision the Council of Ministers opened an avenue for the European Commission to holding negotiations on joining the Energy Community by Ukraine, Turkey and Moldova. According to the EU, enlargement of the Energy Community by means of these states will enhance the EU energy security, promote economic development of prosperity of the region's countries. 
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23. Ukraine wants its pipelines to be part of the EU market

Ukraine's President Viktor Yushchenko on 21 July called on the European Union to incorporate Ukraine's gas and oil pipelines into its overall energy network to boost supply security on the continent. Yushchenko, addressing a news conference alongside German Chancellor Angela Merkel, reiterated Ukraine's pledge to provide uninterrupted transit of Russian gas and oil supplies to customers in Western Europe. "We would like the European union to consider Ukraine's oil and gas transit network as an integral part of the unified European market," Yushchenko said.

"Ukraine's gas transit transportation system could play a constructive role in the stability of the European gas market...Ukraine will faithfully carry out all the obligations it has assumed."

Russia and Ukraine have had periodic disputes over supplies of gas to Ukraine and onward transit to Europe. One row in early 2006 prompted a temporary cut in supplies which sharply reduced flows to Europe -- Russia supplies a quarter of Europe's gas needs and 80 percent of that pass through the ex-Soviet state. Ukraine itself now pays $179.50 per 1,000 cubic metres of Russian gas against $130 last year and $50 in 2005 and hopes to conclude a long-term deal on supplies. 

Russian gas export monopoly Gazprom has said it wants to raise prices to European levels of $400-500 by next year. Ukraine has repeatedly accused Russia of using gas as a political lever against its ex-Soviet neighbour and Yushchenko said he wanted to rule out any such incidents in future. "The notion of prices starts with what needs to be done so that there is no political price for energy, to create a clear form of pricing, a formula which cannot be used for political blackmail or other improper things," he said. 
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Industry

24. Swiss Ferrexpo concentrates shares of Poltava OMEP

The Ferrexpo company (Switzerland) concentrated 87.84% of shares in the Poltava ore mining and enrichment plant (Komsomolsk, Poltava region). According to the plant statement, Ferrexpo increased its stake in the Poltava OMEP from 85.85% to 87.84%. At the same time, the DCM DECOmetal International Trading company (Austria) reduced its stake in the plant from 10.61% to 8.7%, having preserved the same number of shares belonging to it. The shareholders of Poltava OMEP at the meeting on December 7, 2007, decided to increase the statutory fund by UAH 252.486 million to UAH 1,401.87 million via additional issue of shares. Poltava OMEP ended 2007 with a net profit of UAH 340.805 million, having increased net revenue by 21.07% or UAH 489.413 million to UAH 2,812.432 million, compared to 2006. Verkhovna Rada deputy Kostiantyn Zhevaho controls the Ferrexpo company (Switzerland).
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Agriculture

25. EU to inspect Ukraine’s sunflower oil production and capacities
In September, the European Commission will inspect Ukraine's production and processing capacities and will check a sunflower oil control and certification system, as the UkrOilProm association reported.  Experts say the export resumption to the EU could help sell a product surplus the dairymen piled up due to sunflower oil export quota that ran in Ukraine March to June. More than 10 enterprises had to suspend operation because of export blockade and storage facility overstock; a piled up sunflower oil volume is valued at more than 300,000 tons.  Despite lifting restrictions from the sunflower oil export in late May, export supplies were not large-scale and were mainly preformed by land transport, UkrOilProm head Stepan Kapshuk noted. According to him, no one took the risk of transporting via ports, taking into account the problems with the EU.  Based on preliminary data, the sunflower oil export totaled around 60,000 ton in June. Experts say if the export is unblocked to the EU, the figure will double.  About 50% of all export deliveries of sunflower oil from Ukraine accounts for the EU. 
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26. Poland and Ukraine agreed on joint building of Lviv-Krakow highway
Ukraine and Poland agreed on joint building a motor road connecting Lviv and Krakow for the European Football Championship 2012. Ukrainian Prime Minister Yulia Tymoshenko announced this when opening a session of the Cabinet of Ministers. This agreement was reached in course of Tymoshenko's visit to Poland. "We decided to realize several infrastructure objects together... the Lviv-Krakow motor road among them," she said. The prime minister added, the countries will be also building new customs terminals together to simplify border crossing. Next meeting of the joint committee preparing for the championship is scheduled for September 15. On July 14, Ukraine agreed with Poland on exchanging action plans of arranging the European Football Championship 2012 and jointly report to UEFA. In February Kyiv municipal state administration, the city halls of Lviv and Krakow (Poland) reached agreement on cooperation in preparations for the European Football Championship 2012. Ukraine and Poland won the right to co-host the UEFA's European Football Championship 2012. According to the joint bid, the opening matches of the championship will be played in Warsaw and the finals in Kyiv.
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27. EU Ukraine 2nd round of negotiations on aviation agreement

The EU and Ukraine representatives have met on the 23 -24 July in Brussels for the 2nd round of negotiations on a comprehensive aviation agreement aiming at creation of the Common Aviation Area between the EU and Ukraine. The Ukrainian delegation was headed by Mr. Oleksandr DAVYDOV, Deputy Minister of Transport & Communications of Ukraine – Chairman of the State Aviation Administration. The EU delegation was chaired by Mr. Olivier ONIDI, Head of Unit of Air Transport Agreements, DG TREN, European Commission. A future Agreement on a Common Aviation Area should be based on the principal of gradual market liberalization, sharing of common rules for all aspects of aviation activities, association of Ukraine with the Community aviation structures and enhancement of industrial and operational cooperation.

Background note: The European Commission has been mandated to open aviation negotiations with Ukraine in December 2006. In October 2007 the President of Ukraine has authorized the Ukrainian Government to enter into negotiations and the first round was held in December 2007 in Kyiv. Basing on the aviation “horizontal agreement” signed in December 2005, both parties decided to extend their civil aviation relations, by concluding an ambitious agreement, which will unite their respective air transport markets and base air transport industries of both Sides on a common set of rules.
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28. EU’s airlines black list includs Ukrainian companies
The European Union has issued a list of blacklisted airlines banned from travelling into its airspace due to fears over their safety standards. The list includes all airlines from Indonesia, the Democratic Republic of Congo and Sierra Leone.  The list is also intended to warn European travellers against using certain carriers when outside Europe. The EU`s transport chief, Antonio Tajani, said the commission would continue to carefully monitor airline safety standards. "This is another important step in the continuous commission effort to enhance civil aviation safety, in the interest of all passengers," he said. Other airlines listed on the updated blacklist include three from Ukraine and several from Kyrgyzstan. The West African state of Gabon has also been added to the list, though two carriers who already operate flights into Europe - Gabon Airlines and Afrijet - will be allowed to continue, but not expand, their services.
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Financial Services
29. Ukrainian Processig Center begins servicing Raiffeisen Bank Albania ATMs
Ukrainian Processing Center, which specializes in servicing plastic cards of international and local non-cash payment systems, began servicing Raiffeisen Bank Albania ATMs. This follows from a statement made by Ukrainian Processing Center. "This July Ukrainian Processing Center connected the first ATM of the Albanian division of Raiffeisen Bank," the statement reads.

Beginning from August all the Raiffeisen Bank Albania ATMs will be serviced by Ukrainian Processing Center. Board chair of Ukrainian Processing Center said that in near future they plan to connect POS terminals in Kosovo. Ukrainian Processing Center, which has been operating on the Ukrainian market since 1997, was servicing 51 Ukrainian and two foreign banks as of February 1, 2008. Raiffeisen International Bank-Holding AG (Vienna, Austria) took control of Ukrainian Processing Center in mid-2005. The number of payment cards serviced by the Ukrainian Processing Center increased by 36% to 8.564 million, the number of ATMs by 35% to 5,410, and the number of POS terminals by 34% to 33,678 at the end of 2007.
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30. Warsaw Stock Exchange to introduce Modern Technologies at Innex SE
The Warsaw Stock Exchange is going to introduce modern technologies at the Innex Stock Exchange (Kyiv). Warsaw Stock Exchange president and director general Ludwik Sobolewski announced this at a press conference in Warsaw. “This is not a passive investment, it is a commitment with capital based on which we will very actively cooperate with shareholders and the board in order to build a modern stock exchange there,” he said. Sobolewski said the capital market in Ukraine is at the initial stage of its development and, on the one hand, it will take a big effort to create an adequate infrastructure there, but, on the other hand, it has a good prospect. He noted that some of the Innex shareholders are industrial enterprises which are potentially interested in attracting capital through the stock exchange, and financial institutes that can serve as intermediaries, and now the Warsaw Stock Exchange is among them, with its technologies and experience in organizing stock placement and trading. “This is a structure able to generate a very good result in the future,” Sobolewski commented. The president of the Warsaw Stock Exchange described the ownership of 75% of the namesake commodity exchange as an additional asset of Innex. Sobolewski said that the Polish side has no plans so far as to delegating its people to the management board and supervisory board of the Ukrainian exchange, but does not rule out that this is possible in the future. The head of the Warsaw Stock Exchange could not name the date when technical and legal preparations at Innex will be complete and the stock exchange will be able to start operations according to new standards. He provided no details. The Warsaw Stock Exchange bought 25% of the shares in the Innex Stock Exchange (Kyiv). At the beginning of April, the Manager company (Kyiv) acquired 21.28% in Innex, and the share of Altera Asset Management (Kyiv) fell to 44.783%. The Innex Stock Exchange is a closed joint-stock entity. It was registered on July 3, 1997 and had had a name of the Donetsk Stock Exchange until September 2006, the time when its head office moved to Kyiv. The stock exchange manages financial markets and performs other operations related to stock exchanges.
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31. Warsaw Stock Exchange buys 25% in Innex Stock Exchange
The Warsaw Stock Exchange (Poland) has bought 25% of Inneks Stock Exchange shares.

Ludwik Sobolewsky, president and director general of the Warsaw Stock Exchange, said this at the press-conference in Warsaw. "The Warsaw Stock Exchange owns 25% shares in Inneks now", he said. However, he refused to announce the sum of the transaction and a seller of the shares, but added the Warsaw stock exchange bought these shares from minority shareholders.

He described the Ukrainian market as promising and added that the London stock exchange, the New York stock exchange, Russia's RTS and the Vienna stock exchange (Austria) expressed deep interest in it. "We consider our shareholding in Inneks a great success as this proves that the Warsaw stock exchange rather than any other can contribute to considerable extra value and facilitate this stock exchange development", he said. Other companies, besides the Warsaw stock exchange, competed for these 23% in the shares, Sobolewsky said but did not name them.

Today 97% of Inneks shares belong to 105 individuals, 80 of which are financial intermediaries including 11 large commercial banks holding 14% shares in the stock exchange, according to him.

Sobolewsky did not specify who controls stock exchange shares, but said 3% of the shares belong to two individuals. One of the reasons for the Warsaw stock exchange to buy the Inneks shares was that the Industrial Union of Donbas concern holds a large stock of shares in the Ukrainian stock exchange and simultaneously has business in Poland, he said. The Warsaw Stock Exchange (WSE) announced July 11 its plans for buying a Ukrainian stock exchange. The Manager company (Kyiv) increased its shares in the Inneks Stock Exchange to 21.28%. The Manager company's shares in the Altera Asset Management company (Kyiv) has reduced to 44.783%. The Inneks Stock Exchange, which is a closed joint-stock company, was registered on July 3, 1997.

The exchange specializes in management of financial risks and other operations connected with stock exchanges.
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32. MasterCard upgrades Pivdennyi Bank status from associated to principal

MasterCard International pay system has upgraded status of Odesa-based Pivdennyi Bank, ranking among large Ukrainian banks, from associated to principle member of the pay system.

The financial institution announced this in a statement. "MasterCard Europe awarded Pivdennyi bank with status of the principle member of the international MasterCard pay system early in July," the statement reads. The MasterCard principle member status enables the bank to decide independently on further development of card business. The status authorizes the bank to service MasterCard cards and provide other bank with associated participation in the pay system.

Since 1997, the bank has been an associated member of MasterCard. Pivdennyi bank ended April-June with UAH 44.007 million in net profit. The bank received a profit of UAH 96.469 million in 2007. According to Fitch Ratings, an international credit rating agency, the actual owners of the bank are two individuals, who also own assets in the industrial, agricultural, real estate, and commercial sectors.
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Insurance
33. Germany’s HDI Gerling becomes 94.5% shareholder in Alcona insurance

	Germany's HDI-Gerling International Holding ÀG has become the key shareholder in Alcona insurance company after receiving all needed permits, owning a 94.5% stake in the company, according to the insurer. The company said that after these changes, Alcona would continue operating on the Ukrainian market after 16 years of work under the HDI Insurance brand. Thanks to the entrance to the international group, Alcona receives access to the group's resources, experience that has been accumulated by its members, modern technologies and methods in insurance activities, which gives financial guarantees and a new level of severing to the company's clients.
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