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Trade Policy

1. EU to control Ukrainian sunflower oil imports
The European Commission has passed a decision placing stricter conditions on the import of Ukrainian sunflower oil, but it will still be supplied to EU countries based on issued certificates. The commission's decision was taken in Brussels on 23 May. On the basis of the decision, sunflower oil originating in, or consigned from Ukraine shall not enter the EU unless a valid certificate and results of sampling and analysis for the presence of mineral oil accompany the sunflower oil consignments. The certificate shall be valid only if the oil's sampling and analysis, and the certificate's issuance, have taken place after the European Commission has assessed and formally accepted the control and certification system to be put in place by the Ukrainian authorities. The move came after some 40,000 tonnes of Ukrainian sunflower oil imports into Europe were found to be contaminated with mineral oil at the end of April. Authorities insist the hydrocarbon contamination is not potent enough to threaten public health, but the affair has created major problems in Greece, where 30 percent of cooking oil is sunflower oil. Greek inspectors this month ordered the recall or seizure of almost 3,000 tonnes of imported Ukrainian sunflower oil, but subsequent tests found another 3,060-tonne consignment to be similarly tainted.
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2. Ukraine’s exports of Ferrous Metals down in March
In March 2008, Ukraine’s exports of ferrous scrap metals fell by 1.3% or 38,780 tons compared with February, to 38,780 tons the State Statistics Committee of Ukraine reports. In March, earnings from export of ferrous scrap metals rose by 6.8% or USD 0.96 million to USD 15.17 million. Exports of ferrous scrap metals fell by 36.2% or 22,000 tons from March 2007. Over January-March 2008 exports of ferrous scrap metals fell by 14.7% or 20,420 tons to 118,240 tons for USD 42.06 million against January-March 2007. In February 2008, exports of ferrous scrap metals fell by 2.2% or 900 tons compared with January, to 39,280 tons. Exports of ferrous scrap metals fell by 8% or 59,100 tons to 675,760 tons for USD 194.17 million in 2007 compared with 2006.
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3. Ukraine’s coke exports up in March
In March 2008, Ukraine’s coke exports rose by 13.2% or 7,820 tons, compared to February, to 66,880 tons for USD 19.57 million. The State Statistics Committee of Ukraine disclosed this in the report. Compared to March 2007, coke exports rose by 15.1% or 8,770 tons in March 2008. In January-March 2008, compared to January-March 2007, coke exports rose by 10.9% or 17,500 tons and made up 178,410 tons for USD 53.84 million. In February 2008, coke exports rose by 33.3% or 14,750 tons, compared to January, to 59,060 tons for USD 18.33 million. In 2007 coke exports rose by 36.6% or 155,580 tons, compared to 2006, to 580,760 tons for USD 101.94 million. The Avdiivka coke chemical plant (Avdiivka, Donetsk region) is the major coke producer in Ukraine.
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4. Ukraine’s alumina export up in March 
In March, Ukraine’s alumina exports rose by 2.5% or 2.790 tons compared to February, to 113,270 tons. This was disclosed by the State Statistics Committee of Ukraine. Revenues from exports rose by 2.7% or USD 0.97 million to USD 36.98 million. In March, like in the previous month, Ukraine exported alumina mainly to Russia: 112,560 tons or 99.4% of the total volume of exports. In March 2008, alumina exports fell by 4.3% or 5,090 tons compared to March 2007. In January-March 2008, alumina exports rose by 0.4% or 1,330 tons, compared to January-March 2007, to 337,710 tons for USD 110.29 million. In February 2008, alumina exports fell by 3.1% or 3.490 tons compared to January, to 110,480 tons. In 2007, alumina exports fell by 0.6% or 8,630 tons compared to 2006, to 1,383,970 tons for USD 364.78 million. The Nikolaev alumina plant is the major producer of alumina in Ukraine. The alumina is also produced at the Zaporizhia alumina plant in smaller volumes.
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European Union

5. EU to start negotiations on cooperation pact with Russia
The European Union and Russia are set to open long-delayed talks on a new "Partnership and Co-operation" pact in June, as 27 EU ambassadors agreed Wednesday (21 May) on a common position for the negotiations. The negotiation process became hostage over the past few weeks to several demands tabled by Lithuania, described as "vital" for the entire union. Vilnius now says that all its concerns were taken into account, but the country's foreign minister, Petras Vaitekunas, has at the same time warned that Wednesday's deal is not the end of the story. "Afterwards, there will be difficult talks with Russia, and after the agreement with Russia on the treaty is in place, there will be a long process of implementation of the treaty. This is the first step in the long road," Mr Vaitekunas said. The Baltic country had demanded that the EU negotiating mandate - outlining what the European Commission's manoeuvring space would be during the talks with Moscow - reflect Vilnius' worries in the field of energy security, judicial co-operation and frozen conflicts in Georgia and Moldova. "The issues Lithuania wanted in the mandate are vital to all of us, particularly that of energy," Mr Vaitekunas said, insisting that none of their demands were bilateral issues. "They have a wider bearing on building EU's partnership with Russia and our stance in particular negotiations". One of the sticking points was linked to Russia's involvement in its former territories, in particular in Georgia and Moldova.  Most recently, tensions are running high in Georgia's breakaway regions of Abkhazia and South Ossetia - both beyond Georgian government control for over a decade. Tbilisi accuses Moscow of efforts to invade Abkhazia, with Abkhaz forces claiming to have shot down a number of Georgian unmanned spy planes. Russia in May announced plans to send an extra 1,000 peacekeepers to Abkhazia. Lithuania managed to secure that the mandate will include an annex referring to the frozen conflicts and stating the EU's commitment to monitor the situation on regular basis and stand ready to assist if needed. However, one EU diplomat told EU Observer that majority of member states want to underline that this does not mean there is a link between the frozen conflicts and the progress of EU-Russia talks as such. They are even considering the adoption of specific unilateral declarations ruling out any "conditionality". Lithuania's demands were "over the top", the diplomat said.  Efforts to launch negotiations on a strategic partnership treaty between the EU and Russia, covering areas such as the economy, external security and justice and home affairs, date back to 2006. Previously, the launch of negotiations had also been blocked by Poland as a result of a trade dispute. But Warsaw dropped its opposition after Moscow agreed to end its embargo on Polish exports of meat and other meat products. All 27 EU foreign ministers still need to formally rubber stamp Wednesday's compromise deal on the negotiating mandate - a move expected next week (26-27 May).
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6. EU Troika - Ukraine Foreign Ministers meeting 
The European Union Troika – Ukraine meeting took place in Slovenia on 22 May at the level of foreign ministers. The EU's delegation was lead by Dmitri Rupel, Foreign Minister of the presiding Slovenia, and the Ukrainian one - by Foreign Minister Volodymyr Ohryzko. The EU delegation also included commissioner for external relations and European neighborhood policy Benita Ferrero Waldner. In the course of the meeting, the parties discussed the condition and perspectives of negotiations on a new enhanced agreement between the European Union and Ukraine, preparations for the 12th Ukraine - EU summit in France on September 9. Both sides noted progress with the talks on conclusion of the new agreement. Troika welcomed the negotiations Ukraine launched to create a free trade zone with the EU. During the debate on development of cooperation in the field of common foreign and security policy, the Ukrainian delegation pointed out the striving for this country's more active participation in the European security and defense policy. Ukraine also touched on further liberalization of visa relations with the EU through approval of visa-free travels for Ukrainian citizens. The parties exchanged views of the situation in the EU and Ukraine, as well as some international and regional questions of mutual interest.

Secretariat Comments: For Information Only

Keep an eye on this 


Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:

7. Poland and Sweden to initiate Eastern Partnership idea
Poland and Sweden are to unveil joint proposals for a new Eastern Europe policy at an EU foreign ministers' meeting in Brussels on Monday (26 May), in a mini-version of France's "Mediterranean Union." The "Eastern Partnership" envisages a multinational forum between the EU-27 and neighbouring states Ukraine, Moldova, Georgia, Armenia and Azerbaijan, Polish press agency PAP reports. The forum would aim to negotiate visa-free travel deals, free trade zones for services and agricultural products and strategic partnership agreements with the five countries. It would also launch smaller, bilateral projects on student exchange, environmental protection and energy supply, but would avoid the controversial topic of EU membership perspectives. Dictatorship Belarus could join at a technical and expert-level only. Russia would also be invited to cooperate on local initiatives, involving the Kaliningrad enclave for example. Unlike the grander Mediterranean club, the eastern set-up would not have its own secretariat but would be run by the European Commission and financed from the 2007 to 2013 European neighbourhood policy budget. A commission official would be appointed as its "special coordinator." Following the foreign ministers' debate, Warsaw hopes to secure formal approval at the EU summit in June and to start detailed work on the "partnership" by the end of the year. "Poland prepared the proposal with Swedish cooperation. The project was presented to the European Commission in recent days and met with a positive reaction," Polish foreign ministry spokesman Piotr Paszkowski said. The upcoming French EU presidency - keen to secure Polish support for its Mediterranean baby - is warming to the idea, with French leader Nicolas Sarkozy to hold talks with Polish Prime Minister Donald Tusk in Warsaw next week, PAP writes. Germany, the UK and the Netherlands have also voiced initial support, but Spain and Italy could prove problematic while Ukraine will have to be persuaded the partnership offers something better than the current EU neighbourhood package, Polish daily Gazeta Wyborcza reports. "The EU's eastern policy is of interest to the whole EU," Polish commissioner Danuta Hubner told the Rzeczpospolita newspaper. "The weakness of [previous] northern, eastern or southern European Union policies was that they existed only in the sphere of interest of member countries in those regions."
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8. EU hopes for deal with Ukraine in 2009
Energy Commissioner Andris Piebalgs in the presence of the President of Turkmenistan Gurbankuly Berdymuhammedov signed on 26 May in Turkmenistan a Memorandum of Understanding aimed at reinforcing mutual cooperation in the field of Energy. This document takes EU-Turkmenistan relations to a higher level by officialising bilateral energy cooperation in such areas as investment, production, energy technology, energy efficiency, renewables, and the transport and trade of energy products. "Turkmenistan can be an attractive destination for EU investments for the development of new gas and oil fields, and at the same time, the EU offers an attractive consumer market for Turkmen energy products. The MoU signed today shows clearly how much both parties gain from a mutually beneficial and constructive energy relationship", said Commissioner Piebalgs. The signature of the Memorandum of Understanding has been the highlight of a short visit by Commissioner Piebalgs to Turkmenistan. During his visit Commissioner Piebalgs met with President Berdymuhammedov, Tachberdi Tagiev, Deputy Chairman of the Cabinet of Ministers, and Bayrammurad Muradov, Executive Director, State Agency for Management and Use of Hydrocarbon Resources at the President of Turkmenistan.  On the occasion of the visit of President Berdymuhammedov to Brussels in November 2007 President Barroso and Commissioner Piebalgs agreed to conclude a Memorandum of Understanding in the Energy Field. The Commission has signed similar energy MOUs with Azerbaijan, Kazakhstan and Ukraine. Enhanced energy relations with Turkmenistan complement Commission efforts to foster, in cooperation with its partners in the region, a trans-Caspian trans-Black Sea energy corridor. As part of the EU strategy for Central Asia, the EU is cooperating with Turkmenistan in a broad range of areas, including, amongst others, education, environment, and economic development.
Secretariat Comments: Source: EU Business
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9. EU Troika – Ukraine meeting on Justice, Freedom and Security
The EU Troika ministerial meeting with Ukraine on Justice, Freedom and Security was held on 28 and 29 May in Kyiv. Besides the president of the EU Council, the meeting was attended by representatives of the Commission and of the incoming French Presidency. Ministerial Meetings with Ukraine on Justice and Home Affairs are held once a year during the first semester and are dedicated to reviewing the implementation of the revised EU-Ukraine Action Plan on Justice and Home Affairs. Although to date, such meetings have normally been held in the margins of the Justice and Home Affairs Council in Brussels or Luxemburg, this year’s meeting has special significance as it will be held in Kyiv for the first time. At the last meeting in Luxemburg, which was held last June, the ministers agreed to strengthen cooperation between the EU and Ukraine in the field of Justice and Home Affairs. Cooperation between the EU and Ukraine is based on the general Partnership and Cooperation Agreement between the EU and Ukraine, which entered into force in 1998. In 2009, this agreement will be replaced by a new enhanced agreement, which the EU and Ukraine started discussing in April last year. Cooperation in the field of Justice and Home Affairs is based on two action plans. The first action plan, which was adopted in 2001, laid down the basis for cooperation in this field by envisaging various activities in the field of border management, visa policy, migration and asylum policy, fight against organised crime and terrorism, as well as in the field of strengthening the judiciary, rule of law and good governance. A new action plan was adopted in 2005 and revised last year. The meeting focused on the implementation of the EU-Ukraine agreements on visa facilitation and readmission, negotiations on the EU-Ukraine new enhanced agreement in the field of Justice and Home Affairs, migration and asylum, border cooperation, fight against corruption, fight against organised crime and terrorism, including money laundering, trafficking in human beings and drugs, cooperation with Europol and Eurojust, as well as on other topics of common interest, such as the fight against racism and xenophobia.

Secretariat Comments: Source: Council of the EU press release
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10. EU launches new investment fund for EU neighbours
The European Commission has set up a new investment fund for European Union Neighbourhood Policy States for the implementation of energy, transportation and environmental projects. European Commissioner for External Relations and European Neighbourhood Policy Benita Ferrero-Waldner announced the opening of the Neighbourhood Investment Facility (NIF) on Tuesday, Interfax-Ukraine learned on 7 May in Brussels. The Neighbourhood Investment Facility is a key instrument of European Neighbourhood Policy and will mobilize additional funding for infrastructure projects mainly in the energy, transport and environment sectors, in the entire area of the European Neighbourhood Policy, by providing grant support for lending operations of public European financial institutions. The EC has already made available EUR 100 million out of the EUR 700 million it intends to allocate to the NIF in 2007-2013.  Apart from this, the facility is open to contributions from all EU member states so that resources from the EU budget and of the EU countries and public financial institutions will be pooled and better streamlined for the benefit of partner countries, the press release reads.  Germany plans to allocate EUR 10 million, Italy, EUR 1 million and Sweden EUR 1 million to the NIF in 2008; others member states are expected to announce their contributions soon. Benita Ferrero-Waldner said: "With this Investment Facility we will not only promote the construction of transport and energy infrastructure interconnections between the EU and our neighbours, but we will also address common environmental challenges such as the use of renewable energy and the de-pollution of Mediterranean and Black Seas. Concrete projects financed under this facility will bring tangible benefits to citizens of the neighbouring countries and the union alike and will bring our partners closer to the EU." "The NIF is a truly European initiative. I welcome the first contributions from Germany, Italy and Sweden to the NIF and encourage other Member States to use this tool for channelling their support to key investment in our immediate neighbourhood," she added. Geographically NIF operations will focus on countries with ENP Action Plans agreed with the EU, namely Armenia, Azerbaijan, Egypt, Georgia, Jordan, Lebanon, Moldova, Morocco, the occupied Palestinian territory, Tunisia and Ukraine.
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Economy
11. Ukraine competitiveness report 2008
Ukraine ranked 73rd out of 131 countries in the Global Competitiveness Index Rankings according to the report "The Ukraine Competitiveness Report 2008...Towards Sustained Growth and 

Prosperity" published on 21 May by the FEG and World Economic Forum (WEF). The Competitiveness Report showed that Ukraine ranks behind Brazil but ahead of EU newcomers such as Bulgaria and Romania. Compared to other CIS countries Ukraine is ranked in the middle overall. With a general score 3.98 Ukraine ranked far behind other EU countries, whose general score is 5.06. Ukraine also ranked behind some CIS countries such as Russia, Kazakhstan and Uzbekistan. The Report indicated Ukraine is in its transition stage of economic development that is between the stage at which economic growth depends on primary factors of production (non qualified working force and natural resources) and the stage at which the economic growth improves with better production efficiency. The Foundation for Effective Governance (FEG) carried out the project assessing Ukraine's competitiveness on the national and regional levels in partnership with the World Economic Forum (WEF) according to its methodology, which underlies the annual ranking of WEF "Global Competitiveness Report". The WEF has been analyzing Ukraine's competitiveness since 1997. However, this year, due to the Foundation's support, along with the global rating among 131 countries Ukraine has obtained the competitiveness ratings of 12 separate regions. The full competitiveness report can be downloaded free of charge from the websites of the World Economic Forum (www.weforum.org) and the Foundation for Effective Governance (www.feg.org.ua).
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12. Fitch downgrades Ukrainian ratings’ outlook from positive to stable
Fitch Ratings international rating agency has downgraded Ukrainian ratings' outlook from 'positive' to 'stable.' Fitch disclosed this in a statement. The agency affirmed Ukraine's long-term rating in national and foreign currencies at the level of BB-, country ceiling rating at BB- and short-term rating in foreign currency at B."Ukraine's recent good macroeconomic indicators are jeopardized by growing risks caused by upswinging inflation and increasing negative balance of current operations account," notes Fitch. The agency stresses, in spite of improving basic indicators still supporting Ukraine's ratings, uncertainty in measures taken within frames of the policy pursued does not ensure solid evening-out of short-term risks for the economy, and this is the ground for changing the outlook to 'stable' from 'positive'. "Measures, taken within frames of tax-budget and monetary policy in response to rocketing inflation, are not enough decisive. The country authorities did not accept the IMF recommendations on making this year's budget close to a balanced one, and expect deficit of 1% of GDP, only by 0.5 percentage points lower than the initial budget forecasts for 2008," considers Fitch. Among these measures they allow for Ukrainian hryvna to exceed the official range by 3% to approximately 4.79 by May 14. But the authorities made no clear announcement on revising the range or switching to a free floating rate, and in fact Ukrainian monetary policy does not pursue the aim to curb inflation expectations of the private sector, which raises the risk of persistently high inflation. "Despite growth of the Ukrainian hryvna rate, the country becomes more dependent on foreign capital in financing negative balance of current operations, which under Fitch forecast will advance 7.5% in 2008, since additional expenses on gas imports add ca. 1.5% of GDP to volumes of import," reads the statement. Fitch predicts that Ukraine's need of external finance, including the short-term debt, will total 136% of the reserves in 2008 as compared with average indicator of 59% in countries rated with 'BB'. Interruptions in finance can lead to decline in hryvna rate and even higher inflation, and at the same time good enough level of net foreign investments (promoted by Ukraine's admission to the WTO in 2008) secure external financial assistance. "Clearer anti-inflation strategy, defined by the authorities, would evade the risk of entrenched high inflation in Ukrainian economy and would be positive factor for the ratings," emphasizes Fitch. On the contrary, keeping inflation high would harm efficiency of the economy, undermining fundamental showings of creditworthiness and in future would result in a risk of higher macroeconomic volatility and work negatively on the ratings. In March, Fitch affirmed Ukraine's BB- rating. In January 2005, Fitch upgraded Ukraine's rating from B+ to BB-.
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13. Foreign direct investments to Ukraine to grow 40% - Dragon Investment 

Foreign direct investment to Ukraine in 2008 could grow to $11 billion, which is 40% more than in 2007, according to a forecast of the head of Dragon Capital Investment Company, Tomas Fiala, at an annual investment conference organized by the company in Kiev. He said that the forecast does not include earnings from privatization, in particular, from the sale of Ukrtelecom and Odessa Portside Plant, which is doubtful. "This is rather conservative forecast, it could be more," Fiala told Interfax-Ukraine.
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14. Ukraine should cut inflation to boost investment - EBRD president

The Ukrainian authorities can curb inflation to provide an inflow of investments to the agro-industrial sector and energy saving, said Jean Lemierre president of the European Bank for Reconstruction and Development.  "[Annual] inflation in Ukraine is over 30%. We worry about this, because this is the highest indicator in Europe. This is not unexpected, as the economy of Ukraine is in the process of transformation. But high inflation must not continue in economy for a long time," he said during a meeting with the students of National Taras Shevchenko University of Kiev.
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Energy and Environment
15. EU Commissioner to meet Russian Energy Minister
European Energy Commissioner, Andris Piebalgs met the Russian Minister of Industry and Energy Victor Khristenko in Moscow at an official dinner to discuss EU-Russia Energy Cooperation. In preparation for the G8 Energy Ministers Meeting on 8th June in Aomori in Japan and also ahead of the EU-Russia Summit that will take place on 26 June in Khanty Mansiysk in Russia, they assessed the Russia-EU issues of common interest and prospects of enhanced cooperation in the field of energy. "My aim during the meeting with Minister Khristenko is to discuss the ongoing energy cooperation between Russia and the EU, especially in the EU-Russia Energy Dialogue and its three Joint Thematic Groups. I would like to share with him my assessment of the situation and agree on ways forward" said Commissioner Piebalgs ahead of the meeting. Commissioner Piebalgs and Minister Khristenko discussed the Russian position on the establishment of an International Partnership for Energy Efficiency Cooperation (IPEEC) on 8 June in Aomori. Besides, they assessed the work carried on by the Joint Thematic Groups of the EU-Russia Energy Dialogue which have met and discussed extensively since Commissioner Piebalgs and Minister Khristenko last met in October 2007. Their meeting was also an opportunity to discuss the results of the recently achieved EU-Russia electricity interconnection feasibility study by the Unified Power System / Interconnected Power Systems (UPS/IPS) on the Russian side and the Union for the Coordination of Transmission of Electricity (UCTE) on the European side. The EU-Russia Energy Dialogue was launched at the EU-Russia Summit in 2000 to provide an opportunity to raise all the questions of common interest relating to the sector, including cooperation on energy efficiency, rationalisation of production and transport infrastructures, and reciprocal investment possibilities. The structure of the Energy Dialogue ensures the close involvement of EU Member States, the European energy industry and international financial institutions. The three Thematic Groups bring together over 100 European and Russian experts from the private and public sector and contribute every year to the EU-Russia Progress Report.
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16. EU rules out connecting Russia to Nabucco pipeline
The European Commission ruled out on 5 May the possibility of linking Russia up to the Nabucco gas pipeline, stressing that Europe would stick to its aim of diversifying EU supplies. Nabucco, which is supposed to supply the bloc with gas from the Caspian Sea region by 2012-2013 while bypassing Russia, lies at the heart of the European Union's diversification strategy. "Russia is working with its own project, South Stream," EU Energy Commissioner Andris Pielbalgs told reporters hours after meeting Russian Energy Minister Viktor Khristenko. "They have never expressed any wish to join Nabucco," Pielbalgs said. "We should not ask Russia to join a project which they have never shown interest to join." He said there were currently no discussions between Russia's Gazprom and the Nabucco consortium and "we should not speculate on issues that are not on the agenda.”Safety and security in energy is in diversity," he added. EU External Relations Commissioner Benita Ferrero-Waldner also excluded the possibility of linking Russia up to the Nabucco network. "It's of high strategic interest and importance that we keep to our strategic goal of diversification, not just other resources but also other pipelines," she said, announcing that Egypt would contribute some two billion cubic metres of gas per year to the pipeline from 2010. "Russia will always be an important supplier but we also have big countries around that have potentially very big reserves and they need to develop their reserves," she said. The consortium behind Nabucco has struggled to get construction underway in the absence of enough investors amid fears that the EU will not find the 30 billion cubic metres of gas per year necessary for it to be viable.

Against that backdrop, former head of the International Energy Agency Claude Mandil said in April that Russia should be associated with Nabucco, which enjoys US backing. 
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17. Commission to boost cooperation with Mashrek countires, Turkey and Iraq
European Commissioner for External Relations and European Neighbourhood Policy, Benita Ferrero-Waldner, and European Commissioner for Energy, Andris Piebalgs, met representatives of the Mashrek countries, Iraq and Turkey on 5 May in Brussels to discuss improving energy security in the region and in the EU, in particular by deepening co-operation on natural gas. The meeting was attended by the Minister of Oil and Mineral Resources of the Arab Syrian Republic, Sufian Al-Alao, the Deputy Minister and Chairman of Egyptian Natural Gas Company, Eng Mahmoud Latif, as well as senior officials from Iraq, Jordan, Lebanon, and Turkey. The meeting supported finalisation of the Arab Gas Pipeline, and promoted its role as a future supplier of the Nabucco project. It also encouraged the full participation of Iraq in regional energy activities, including as a partner in the Arab Gas Pipeline. Commissioner Ferrero-Waldner said: “The Mashreq countries, Turkey and Iraq are key energy partners for the EU, and it is important that we fully exploit the potential of our now well-established co-operation. The Arab Gas Pipeline is set to be finalised by the end of the year, opening important possibilities as a new transport route for gas to the EU, particularly for the Nabucco project. This is just one example of how we are working together to integrate our energy markets in our mutual interest.” Commissioner Piebalgs said: "The Mashreq countries and the European Union are facing similar energy challenges. We should seek common solutions to common problems like high oil prices for consumers, climate change or security of supply. A common response is necessary with new pipelines like the Arab gas Pipeline, but also with energy efficiency measures, the spearheading renewable energy in both sides of the Mediterranean." The Arab Gas Pipeline currently runs from Egypt through Jordan to Syria. It has a capacity of 10 billion cubic metres per year. The pipeline, which will be interconnected with Turkey and Iraq by 2009, will provide a new transport route for gas resources from the Mashreq region to the EU. It is expected that, in the future, the pipeline will be connected with the Nabucco project. During the meetings, discussions also focused on prospects for reinforcing the existing cooperation through the Euro-Arab Mashreq gas centre in Damascus. The Euro-Arab Mashreq gas centre, which benefits from technical assistance provided by the European Commission, has been working since 2006 on the development of a regional market for natural gas in the Mashreq, with the objective of its progressive integration with the EU gas market. The centre has also provided support to the ongoing work on the completion of the Arab Gas Pipeline. The meeting is a follow up to the EU-Middle East-Africa Energy Conference co-hosted by the European Commission and Egypt in November 2007 in Sharm El Sheik. The Euro-Mashreq gas initiative is one of the activities within the Euro-Med energy cooperation that is underway in the framework of the Barcelona Process. The Euro-Med Energy Ministers Conference taking place in Limassol, Cyprus in December 2007 agreed on a priority action plan for 2008-2013, which outlined harmonization of regional energy markets as one of the key activities. The European Commission is also strengthening bilateral energy cooperation with the countries in the region. A Memorandum of Understanding on Energy Partnership has been finalised with Egypt and is under discussion with Iraq. A Joint Declaration on energy cooperation between the European Commission and Jordan was signed in October 2007 and is now being implemented.
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18. Commission defends biofuels targets against media storm
The EU's farm policy chief has strongly defended Brussels' bid to boost the use of the controversial renewable energy source, biofuels, saying they are being unfairly blamed for rise in food prices around the world. At a conference on the issue on 6 May, Mariann Fischer Boel said: "The storm of media comment about biofuels has become louder and louder to the point where it is difficult to hear real debate above the shriek of the wind." She indicated that broader issues such as bad weather in the main agricultural regions were contributing to the huge increases in food prices which have led to riots in several countries. As another reason, the EU agriculture Commissioner suggested the increased demand from China and India for meat products, leading to an increase in demand for cereals in the livestock sector which is hitting consumers' pockets. "Biofuels won't solve all our problems, but nor will they swallow the world's food supply," the commissioner. "Used correctly, they can be a weapon in the fight against climate change and an insurance policy against fuel supply problems," she said. Ms Fischer-Boel, who comes from Denmark, also said that long-term price rises are "not an entirely bad thing." "They could be good news for the 70 to 80 per cent of the world's poorest who live in rural areas and depend on farming for their livelihood," she said, according to AFP news agency. The storm over biofuels has slowly gathered force since the EU last year announced it has set a target of having them account for 10 percent of transport energy by 2020. International criticism, including from the UN, about the effect that growing biofuels could have on food prices and on in the environment in poorer countries has snowballed since the beginning of 2008. UK Prime Minister Gordon Brown last month indicated that the target could be revised depending on the results of a study by the Renewable Fuels Agency due for publication next month. For its part, the European Commission has repeatedly said it is sticking to the target, noting that the buck stops with EU leaders who made the commitment in March 2007 as well as pointing out that it will attach sustainability criteria to the biofuels it uses to achieve the target. But it has given the appearance of being on the defensive, particularly as it has emerged that there on divisions among commissioners themselves on the issue.
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19. European Parliament: separate electricity generation from transmission
A European Commission plan for "ownership unbundling", i.e. separating electricity firms' generation assets from their transmission ones, was backed by the Industry committee on 6 May. To ensure full separation, MEPs also rejected two alternative plans: one for an "independent system operator" to run unbundled transmission activities, and the other allowing firms to retain supply and transmission assets while ensuring "an effective separation of interests". The committee backed rapporteur Eluned Morgan (PES, UK)'s preference for full ownership unbundling, which is also the European Commission's preferred option. This would involve forbidding companies or countries from simultaneously exercising control over electricity generation or supply and "directly or indirectly exercising control over a transmission system operator" and vice versa. 
The committee rejected the European Commission's alternative proposal that firms could hand over control of their transmission assets (and over investment and commercial decisions) to an "Independent System Operator". The rapporteur argued that this would entail "bureaucracy and costly regulatory control". The committee also rejected, by 22 votes in favour to 26 against with three abstentions, a “third option” plan, backed by eight Member States including France and Germany, which supporters said would enable countries "to further liberalise their markets without having to resort to ownership unbundling". This would allow Member States to choose between ownership unbundling, ISOs and "legal unbundling" (whereby a vertically integrated company could retain its network assets but ensure "an effective separation of interests" through rules on assets, equipment, staff, identity and compliance control). Members also backed a Commission proposal to prevent control of transmission systems or transmission system operators "by a person or persons from third countries". MEPs also added some consumer protection measures to the proposal. Customers should have:
 
· the right to withdraw from contracts with their electricity 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 electricity company web sites,

· access to information on procedures to be followed in the event of disputes,

· the right to change suppliers within two weeks,

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

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

· the right to have their electricity provided by a supplier regardless of the Member State in which the supplier is registered, 

· access to information on the environmental impact (CO2 emissions and radioactive waste) resulting from the electricity produced by the supplier, and 

· the right to protection against market abuse: to that end, national authorities must be able to impose "price caps in uncompetitive markets for a defined and limited period".

 
The committee also sought specifically to protect vulnerable energy consumers. EU countries, it said, should take "appropriate measures [...] to ensure that the number of people in energy poverty" (i.e. those unable to afford heating the home to an acceptable standard, as defined by the WHO) "decreases in real terms." MEPs also urged Member States to cut the cost of energy to low-income households and inserted an amendment mandating national authorities "to introduce pricing formulas which increase for greater levels of consumption", so as to reward efficient consumption. Another amendment says that if and when electricity companies pass the costs of free-of-charge Emission Trading Scheme certificates to customers, "Member States may demand reimbursement from these companies through additional taxation". Given the inextricable link between energy consumption and climate change, members also authorized national authorities to require system operators "to give priority to generating installations using renewable energy sources or waste or producing combined heat and power", except when the safety and reliability of the grid is compromised. Member States "may require that a minimum of 2% of all electricity revenues from domestic consumers is spent to fund energy efficiency". National authorities should work together to integrate their national markets "at least at one or more regional levels" as "a first and intermediate step towards a fully liberalised common European market", said the committee, which also called for a concerted effort to integrate the EU's "electricity islands."  The amended report, one of five components of the so-called "third energy package", was adopted with 31 votes in favour, 17 against and 2 abstentions. 
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20. European Parliament wants tougher water standards
The Environment Committee says that a further 31 water pollutants, including dioxins and PCBs, should either be considered for the Commission's proposed list of those that must meet EU water quality standards by 2015, or even, if classified as hazardous, be banned from EU surface waters by 2025. In 6 May vote on a draft directive on surface water quality standards, the committee adopted several amendments that should serve as a basis for negotiations with the Council. The draft directive fixes environmental quality standards (EQS) for 33 pollutants (pesticides, heavy metals and others), likely to be found in rivers, lakes and coastal waters.  These substances may endanger the survival of ecosystems, and via the food chain, human health. These so-called "priority substances" were earmarked for early attention under the Water Framework Directive (WFD). The proposed directive is the final major piece of legislation needed to support the WFD.
 Member states would have to meet the water quality standards, which take the form of maximum allowable concentrations and annual average values, by 2015. Twelve of the 33 pollutants are already classified as "priority hazardous substances", to be phased out by 2025.  In the second reading report by Anne Laperrouze (ALDE, FR), adopted today with 51 votes in favour, none against and 4 abstentions, MEPs call on the Commission to examine further 31 substances (e.g. dioxins or PCBs), with a view to adding them either to the proposed list of pollutants that have to meet the quality standards by 2015 or even to the list of those to be phased out by 2025. 
Furthermore, MEPs call on the Commission, in addition to classifying 12 of the 33 substances as hazardous, to make a proposal as to whether 10 more of these substances should be classified as hazardous and phased out completely. Close to pollution sources, it will not be possible to comply quickly with environmental quality standards. In these 'mixing zones', pollutant concentrations may exceed the limits, provided that they do not prevent the rest of the body of surface water from meeting the standards.  MEPs want to guarantee that Member States ensure the best available water treatment techniques when they establish "mixing zones". MEPs ask the Commission to table a new legislative propose on standards for all pollutants affecting biotas (living organisms) and sediments once Member States have listed emissions and pollutants in their waters. This contrasts with the stance taken by the Council and the Commission, which sought to limit checks to surface waters, except for three substances that are more hazardous than others when they accumulate in the food chain: mercury, hexachlorobenzene, and hexachlorobutadien.  
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21. European Parliament seeks consensus on liberalizing gas market
The evening's vote on 19 May in the Industry Committee on gas market liberalisation saw support emerge for the Commission's latest compromise proposals, designed to address the concerns of countries opposed to "full ownership unbundling" (the complete separation of gas supplies from gas transmission networks). But the final vote was postponed to allow more discussion with a view to achieving a broader consensus on key issues. The Commission's original proposal would have given Member States two options: ownership unbundling; or the preservation of integrated supply and transmission companies, provided that the operation of the transmission network was handed over to a separate body. Eight Member States had proposed a third option which kept the transmission network with the suppliers but with a structure to ensure it operates independently in practice. Although the committee rejected this "third option" by the narrowest of margins (24 votes to 24 against, so the amendment fell), it did endorse (by 38 votes to 10) a proposal along similar lines based on a recent Commission compromise text, involving the creation of "independent transmission operators" (ITOs). The latter, like the "third option", would allow a company to retain the ownership of pipelines, if management of them is in the hands of a transmission system operator with "effective decision-making rights", but with some further safeguards of these rights. If this choice is ultimately confirmed, Member States and companies could chose between complete ownership separation ("full ownership unbundling") or this new plan (the "independent transmission operator" (ITO) model). The ITO model leaves ownership of pipelines with the gas supply companies, but hands the management over to an ITO whose operational independence would be guaranteed by 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”; 

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

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

 No later than five years after the directive's entry into force, the energy regulators' Agency would report on whether requirements have managed to ensure the independence of transmission system operators. Members also voted 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. MEPs also bolstered the draft legislation with a number of consumer protection measures. Customers, they 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.

As in the vote on the electricity market, the Committee also 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 also 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". 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 also voted 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 Committee supported 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."  Given the very short time since the Commission presented its new compromise plans, the committee decided to hold the vote on the amendments on the table to signal their position on them, but not to hold the final vote on the report to allow time for further discussions with a view to finding a broader consensus on some key issues.  The Industry Committee will therefore return to the report and may vote on further compromise texts at its next meeting.
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22. Gazprom warns the EU over ownership unbundling
Russian gas export monopoly Gazprom has warned the European Union that Europe will be endangering its energy security by breaking up the continent's energy conglomerates, according to the International Herald Tribune. The news source quoted Gazprom's director for international relations, Stanislav Tsygankov, saying that EU plans to unbundle the energy sector across production, transmission and distribution lines, will create volatility across the sector. Gazprom reportedly views its hold on the European energy market under threat from the EU's proposed energy sector reform and has threatened European investors with reciprocal action, if it is impeded in its expansion drive across the continent. European energy majors like E.ON Ruhrgas, Wintershall, Gaz de France and Eni, who have struck long-term deals with Gazprom, are pressurizing the EU to soften its energy sector reform agenda. These companies are of the view that such unbundling measures will be detrimental to the investment climate in Europe and put the continent's energy security at risk, according to the International Herald Tribune. 
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23. Italy to resume building nuclear energy plants
Italy announced that within five years it planned to resume building nuclear energy plants, two decades after a public referendum resoundingly banned nuclear power and deactivated all its reactors. “By the end of this legislature we will put down the foundation stone for the construction in our country of a group of new-generation nuclear plants,” said Claudio Scajola, minister of economic development. “An action plan to go back to nuclear power cannot be delayed anymore.”

The change for Italy is a striking sign of the times, reflecting growing concern in many European countries over the skyrocketing price of oil and energy security, as well as the warming effects of carbon emissions from fossil fuels. All have combined to make this once-scorned form of energy far more palatable. “Italy has had the most dramatic, the most public turnaround, but the sentiments against nuclear are reversing very quickly all across Europe — Holland, Belgium, Sweden, Germany and more,” said Ian Hore-Lacey, spokesman for the World Nuclear Association, an industry group based in London.  Nuclear power’s rehabilitation was underscored earlier this year when John Hutton, British Business Secretary, grouped it with “other low-carbon sources of energy” like biofuels. It had barely been mentioned in the government’s action plan on energy three years earlier. Echoing the sentiment on 22 May, Mr. Scajola said: “Only nuclear plants safely produce energy on a vast scale with competitive costs, respecting the environment.” A number of European countries have banned or restricted nuclear power over the last 20 years, including Italy, which closed all its plants. Germany and Belgium have long prohibited the building of new reactors, although operating ones were allowed to run their natural lifespan. France was one of the few countries that continued relying heavily on nuclear power.  Environmental groups in Italy immediately attacked any plan to bring back nuclear power. Giuseppe Onufrio, a director of Greenpeace Italy, called it “a declaration of war.” Emma Bonino, an opposition politician who is vice president of the Italian Senate, said that it made no economic sense to build nuclear plants because they would not be ready for 20 years or longer. Italy is the largest net energy importer in Europe, but nearly all European countries rely heavily on imported energy — particularly oil and gas. ENEL, Italy’s leading energy provider, announced this year it would close its oil-fire power plants because the fuel had become unaffordable. Italians pay the highest energy prices in Europe. ENEL has been building new coal plants to fill the void left by oil, a move that created controversy in itself: coal plants are cheaper but create relatively high levels of carbon emissions, even using the type of new “clean coal” technology that ENEL had planned. After the government’s announcement opening Italy to nuclear power ENEL’s managing director, Fulvio Conti, said “We are ready.” But he added that “new regulation and strong agreement on the plan within the country” would be needed. ENEL, which operates power plants in a number of European countries already has at least one nuclear plant, in Bulgaria, and has been researching so called 4th generation nuclear reactors. Italy old reactors still exist, but are too outdated to be re-opened and new ones would have to be built. The Italian government laid out few specifics plan to back its announcement and in calls to the ministry, officials said they were still studying issues like exactly what kind of plants could be built and, whether a new referendum would be legally required to re-open Italy to nuclear power. To build nuclear plants, Italy would almost certainly have to improve its system of dealing with nuclear waste. Two hundred and thirty five tons of nuclear fuels are still being stored in the old plants that were shut down years ago. Ms. Bonino said she was concerned that Italy would be unable to safely process nuclear waste from new reactors and also that fuel could be supplied to rogue states trying to acquire nuclear capability. “I think this plan is being offered to satisfy the business community but I worry that security and waste are issues,” she said. 
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24. Commissioner Piebalgs participates in Kyiv energy summit
Andris Piebalgs has participated in the Energy Security Summit that has taken place in Kyiv on 23 May. This summit, chaired by the Ukrainian President Viktor Yuschenko, is a follow-up event to the 2007 Krakow and Vilnius Energy Security Conferences, also known as the Krakow Initiative. The Krakow Initiative, which primarily involves the leaders of Ukraine, Poland, Lithuania, Azerbaijan and Georgia, aims at establishing regular meetings to discuss urgent energy security issues. “I am very pleased that EU Member States and like-minded neighbouring countries work closely together for global and regional energy security, and common projects of interest like the Odesa-Brody-Plock-Gdansk oil pipeline. I strongly believe that initiatives like the “Krakow Initiative” can have an added value in the framework of a wider European co-operation”, said Commissioner Piebalgs. One of the main topics of the Summit was the practical implementation of the Odessa-Brody-Plock-Gdansk oil pipeline project. Currently this oil pipeline, built in 2001, runs 674 kilometres from Odessa in the Northern coast of the Black Sea to Brody in the centre of Ukraine. The pipeline is planned to be prolonged to Plock in Poland, where it can link with the Druzhba Pipeline as far as the port city of Gdansk in the Baltic Sea. The project has been labelled of Pan-European Interest under the INOGATE programme and it has benefited from EU funding of Euro 2 million.
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25. EU signs a memorandum of understanding on energy with Turkmenistan
Energy Commissioner Andris Piebalgs in the presence of the President of Turkmenistan Gurbankuly Berdymuhammedov signed on 26 May in Turkmenistan a Memorandum of Understanding aimed at reinforcing mutual cooperation in the field of Energy. This document takes EU-Turkmenistan relations to a higher level by officialising bilateral energy cooperation in such areas as investment, production, energy technology, energy efficiency, renewables, and the transport and trade of energy products. "Turkmenistan can be an attractive destination for EU investments for the development of new gas and oil fields, and at the same time, the EU offers an attractive consumer market for Turkmen energy products. The MoU signed today shows clearly how much both parties gain from a mutually beneficial and constructive energy relationship", said Commissioner Piebalgs. The signature of the Memorandum of Understanding has been the highlight of a short visit by Commissioner Piebalgs to Turkmenistan. During his visit Commissioner Piebalgs met with President Berdymuhammedov, Tachberdi Tagiev, Deputy Chairman of the Cabinet of Ministers, and Bayrammurad Muradov, Executive Director, State Agency for Management and Use of Hydrocarbon Resources at the President of Turkmenistan.  On the occasion of the visit of President Berdymuhammedov to Brussels in November 2007 President Barroso and Commissioner Piebalgs agreed to conclude a Memorandum of Understanding in the Energy Field. The Commission has signed similar energy MOUs with Azerbaijan, Kazakhstan and Ukraine. Enhanced energy relations with Turkmenistan complement Commission efforts to foster, in cooperation with its partners in the region, a trans-Caspian trans-Black Sea energy corridor. As part of the EU strategy for Central Asia, the EU is cooperating with Turkmenistan in a broad range of areas, including, amongst others, education, environment, and economic development.
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26. European Parliament wants to investigate Nord Stream environmental impact

The planned Nord Stream pipeline under the Baltic Sea is just one of many infrastructure projects needed to meet the EU's growing demand for natural gas. Its likely environmental impact should be carefully investigated, and possible alternative overland routes should be assessed first, says an own-initiative report adopted by the Petitions Committee on 27 May. MEPs also want the EU to play a bigger role in supervising the project. As one of the infrastructure projects selected under the EU Trans-European Energy Networks (TEN-E) initiative, the Nord Stream submarine pipeline, which would link up Germany and Russia directly, is "a project of European interest that would help to meet the EU’s future energy needs", says the report by Petitions Committee Chair Marcin Libicki (UEN, PL). However, should there be a proven risk of an environmental disaster in the Baltic Sea, MEPs call on Council, Commission and Member States "to use every legal means at their disposal to prevent the construction of the North European gas pipeline", on the scale proposed. The own-initiative report responds to two petitions by Polish and Lithuanian environmental associations who fear that the planned pipeline could harm marine eco-systems along the Polish and Lithuanian coastline. MEPs warn that this, the world's longest and shallowest dual sub-sea gas pipeline, would be "especially vulnerable to potential damage". They stress that "dozens of months of work in an area of up to 2,400 km², requiring the use of a large number of vessels and other equipment, represents a serious threat to biodiversity and to the number of habitats", and that Nord Stream AG should be obliged to pay compensation for any environmental damage. Disturbing munitions dumped on the Baltic seabed after World War II could pose a threat to the Baltic marine environment, and to human life and health, says the Committee. Toxic substances such as mustard gas, sulphur yperite, nitrogen yperite, lewisite, Clark I, Clark II and adamsite are all present in about 80,000 tonnes of munitions that are now very heavily corroded and cannot always be located, according to the report. The committee calls for a "truly independent environmental impact assessment to be commissioned with the approval of all littoral states". An environmental impact assessment commissioned by Nord Stream AG is still under way and will be submitted for approval to Russia, Finland, Sweden, Denmark and Germany, as the “parties of origin” set in the Espoo Convention on Environmental Impact Assessment in a Transboundary Context. The Petitions Committee urges the company to make the research data available to all coastal states. MEPs also underline that the Espoo Convention requires an analysis of alternatives and in this case of overland routes. Given the serious environmental risks, alternative routes which do not disturb the marine environment should be analyzed first, as "it is possible to run such routes to the Russian border overland, solely through European Union Member States".  As the EU depends on a limited number of energy sources, suppliers and transport routes, "it is essential to support initiatives aimed at their diversification, both geographically and by developing sustainable alternatives", says the report, which notes that the Nord Stream pipeline will be only one of a large number of infrastructure projects, such as pipelines and liquid natural gas facilities, needed to meet growing demand for natural gas. In fact, there are already plans to build many energy infrastructure projects in the Baltic Sea, such as wind farms, the Scanled Baltic Pipe, a gas pipeline between Finland and Estonia, power cables between Sweden and Lithuania, and liquified natural gas terminals in Świnoujścje), notes the report. MEPs also call on the Commission to prevent Gazprom, which is the majority shareholder of Nord Stream AG, from "assuming a dominant role on the EU gas markets without guaranteeing reciprocal rights for EU companies to enter the Russian energy market". MEPs regret "the marginal role played by the EU in this project", commenting that "greater EU involvement would reduce the uncertainty felt by many Member States about the Nord Stream project". They are against the "project being implemented on the proposed scale without the consent of all the littoral states first being obtained".  Finally, to address the environmental and geopolitical security aspects of such projects, the Commission should create "an appropriate post" under the authority of the High Representative for Foreign Affairs and Security Policy and Commission Vice-President, says the report. The report was adopted by 26 votes in favour, 3 against and one abstention. Plenary vote will be held in July 2008.
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27. EBRD to give Ukraine EUR 135 million to rebuild Chernobyl shetler

The European Bank for Reconstruction and Development on Monday agreed to donate 135 million Euros to Ukraine to support efforts to clean up the site of Chernobyl nuclear power plant. The money will pay for the construction of the New Safe Confinement, a structure that will be built over Chernobyl’s reactor 4, which was damaged by an explosion in 1986. The confinement, the largest such project in the history of engineering, will cover the present shelter which has been built shortly after the accident, and which has been deteriorating.
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Industry

28. Citroen to build production plant in Ukraine?
France's Citroen is considering Ukraine as a potential country for the construction of a plant that will produce car engines, Olivier Tassi, Citroen's regional manager for Eastern Europe, told the press. The company is currently searching for a country to build the plant, which is slated to open in 2012, he said. "We are actually considering three countries - Poland, Turkey and Ukraine – as sites for the construction of such a plant and are currently searching for the most advantageous location and calculating the various options," he said, adding that a final decision on the location of the plant will be made before the end of 2008.
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29. Ukraine to study Voest-Alpine’s steel mill project proposal
Ukraine’s Industry Ministry will take time until May 28 to decide on a $5 billion proposal submitted by Austria's Voest-Alpine Corporation to build a steel mill in Odessa region, an official said. Deputy Industry Minister Serhiy Hryschenko said the ministry’s special team will be work on feasibility of allocation of land plot, environmental issues and infrastructure.
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30. Sweden’s Seco Tools sets up metal-cutting subsidiary in Ukraine

Sweden's Seco Tools AB, one of the world’s biggest metal-cutting tool producers, created a subsidiary in Ukraine, Seco Tools Ukraine that will be based in Dnipropetrovsk. "The new daughter companies were created in Russia and Ukraine to bring the company closer to consumers on these quickly developing markets," Seco Tools said in a report.
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31. EBRD to loan USD 125 Million to Raiffeisen Bank Aval
The European Bank for Reconstruction and Development intends to provide a loan of USD 125 million to Raiffeisen Bank Aval, one of the largest banks in Ukraine, for financing its development.

The EBRD announced this in a statement. The money is intended as Tier II capital and long-term funding in support of the bank's strong domestic growth and development of residential mortgage lending. According to the EBRD, the project will consolidate Raiffeisenbank Bank Aval's capital base and will promote greater financial intermediation and competition throughout Ukraine and especially in the regions where fewer banks have presence and increase access to financing for micro, small, and medium-sized enterprises - the key client segment of Raiffeisen Bank Aval. The mortgage loan will support the development of the Ukrainian mortgage financing sector and foster implementation of best international practices in mortgage lending through the implementation of the EBRD's Minimum Mortgage Standards. The loan will consist of up to USD 75 million subordinated loan with maturity up to 10 years and up to USD 50 million mortgage loan with maturity up to 7 years. The board of directors of the EBRD plans to consider the possibility of providing the loan on May 12. Raiffeisen Bank Aval intends to obtain a syndicated loan of USD 100 million. The net assets of Raiffeisen Bank Aval were valued at UAH 47,114.1 million, its credit portfolio at UAH 39,265.5 million, and its equity capital at UAH 5,463.5 million as of April 1, 2008. Raiffeisen Bank Aval ended the January-March period of 2008 with a net profit of UAH 335.578 million after ending the entire 2007 with a net profit of UAH 587.424 million. Austria's Raiffeisen International Bank Holding AG owns 95.68% of the shares in Raiffeisen Bank Aval, an open joint-stock bank. The EBRD had undertaken to finance over 158 projects worth EUR 3.2 billion in Ukraine as of January 2008.
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32. EBRD to give a loan to ASTARA to improve energy efficiency
The European Bank for Reconstruction and Development has decided to provide a loan of USD 20 million to the Astarta agro-industrial holding company (Kyiv) for improving the energy efficiency of its sugar refineries. The EBRD announced this in a statement. The money is also intended for purchasing agricultural equipment for the company's farms and restructuring its balance sheet. Astarta, which is one of the largest producers of sugar in Ukraine, ended 2007 with a net profit of EUR 22.83 million. Astarta owns five sugar refineries, including four in the Poltava region (the Yareskovskyi, Veselopodolianskyi, Hlobinskyi, and Kobeliakskyi sugar refineries) and one in Vinnytsa region (the Zhdanivskyi sugar refinery), a canning plant, a mixed-fodder plant, as well as over 35 agricultural firms. Astarta Holding N.V. is a holding company controlled by the Astarta agricultural holding company.
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33. Belgian Embassy in Ukraine selects 21 insurance companies 
The Belgian embassy in Ukraine has selected 21 Ukrainian insurance companies to insure people travelling from Ukraine to countries in the Schengen zone as well as Switzerland and Liechtenstein.

The League of Insurance Companies of Ukraine, which worked with the Belgian embassy to select the 21 insurance companies, announced this in a statement. This brings the total number of insurance companies authorized to provide such insurance services to 77. The Belgian embassy initially selected 35 Ukrainian insurance companies in February and later increased the number to 56. The League of Insurance Companies of Ukraine stresses that this list is not final and that all companies that want to be included on the list can be included if they meet the selection requirements. The Belgian embassy is selecting insurance companies to insure people travelling from Ukraine to countries in the Schengen zone, Switzerland, and Liechtenstein at the request and by agreement with the embassies of these countries. The Belgian embassy in Ukraine recently announced that it intended to accredit Ukrainian insurance companies to insure people travelling from Ukraine to countries in the Schengen zone. The requirement for insurance companies is to fill and submit a special questionnaire stating their particulars, license numbers, registration dates, contact information, as well as their reinsurance partners in the Schengen zone, Switzerland, and Liechtenstein.
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34. Fortis Financial considering purchase of Ukraine insurance company
Fortis Financial Group (the Netherlands) is studying the acquisition of a risk insurance company in Ukraine, Fortis Life Insurance Board Chairman, Oleksandr Kuleshyn, said in an interview with the Delo newspaper. He said that at present, a partner among risk insurance companies is being selected, and this month the group plans to sign an agreement on cooperation with it.
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