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OIL & GAS IN BRIEF
Editor's choice
*** The Russian Economic Development and Trade Ministry has revised its forecast for oil price per barrel forecast for 2008 upward to $74 from $53. It expects prices to fall further away from the recent record highs to $62 per barrel in 2010.

*** Russia and Serbia this week signed large-scale agreements on cooperation in the energy sector in the Kremlin, in a move widely seen as a political thank you to Russia for its support of Belgrade on the Kosovan independence issue. Key points included Gazprom Neft's purchase of 51% of Serbia's state oil company NIS, criticized in Serbia as underpriced and hurried through before the countries presidential run-off, which could see a more EU-focused winner. In the gas sphere, an extension of the South Stream gas pipeline into Serbia was agreed, withy Russia seeing its key Balkan ally as a seen potential future hub for onward transit into Central Europe and Italy.

*** The final outcome of the forthcoming game of musical chairs at the Kremlin now looks a little easier to predict, with Prime Minister Viktor Zubkov likely to be nominated to replace First Deputy Prime Minister Dmitry Medvedev as head of the Board of Directors at Gazprom. Outgoing President Vladimir Putin is believed to be likely to switch to Zubkov's seat as head of government following the March 2 elections, with presidential election frontrunner Medvedev a shoo-in for Putin's old hot seat. Meanwhile German Gref, now Sberbank CEO, has announced he wants to leave the Gazprom board, but is not sure whether he will be allowed to leave as simply as he left is post as Economic Trade and Development minister last year.

*** TNK-BP investment at the giant Kovykta gas condensate field has passed $1 billion. The company is hoping to recoup its investment now that the field is tied to the Chinese market which could receive 40 billion cubic meters per year from the site if Gazprom accepts TNK-BP's development proposals, according to CEO Viktor Vekselberg. Meanwhile, the company, the Russia portion of which Vekselberg this week valued at $60 billion, expects oil production in Russia to stagnate for a second consecutive year in 2008.

*** Russia, Kazakhstan and Turkmenistan's decision to construct the Caspian Pipeline to ship Central Asian natural gas to Europe may have killed off the Nabucco project, but consumers in the West are still open to other routes. Ukrainian Prime Minister Yulia Tymoshenko is also rather keen to attract and transit supplies of resources from countries other than Russia and this week suggested to European Commission President Jose Manuel Barroso that the EU consider 'White Stream' as the latest alternative. Proposed as a sister project to the Odesa-Brody-Plock oil pipeline, it would carry gas to European consumers from Azerbaijan, and, presumably, at a later date Central Asia. Tymoshenko has been fighting hard this week to win support from Europe in not only its White Stream bid, but also in her government's desire to up transit costs for Russian gas.

*** China is continuing to push for influence in Central Asia and, in particular, for access to its large hydrocarbon deposits for its energy-hungry but resources-poor economy. Chinese President Hu Jintao was met by a high-ranking Kazakh delegation in Beijing this week to discuss progress in a number of oil and gas pipeline projects. Kazakhstan exports about 200,000 barrels per day via China's only direct import pipeline, and Hu made clear he wishes to see additional projects introduced as quickly as possible.

*** Deputy Finance Minister Sergei Shatalov this week led calls for the mineral resources extraction tax for natural gas (NDPI) to be increased. The current rate of 147 rubles per 1,000 cubic meters has not been increased for the past three years, nor has it been indexed for inflation, or adjusted to take account of rising prices. He also proposed new regulations to curb associated gas flaring.

*** A Moscow Arbitration Court has upheld the 20 billion rubles worth of claims against the latest top-ten oil producer to fall foul of the tax authorities - Russneft. The unpaid taxes comprise 17 billion rubles from H205 and H106, and 3 billion from H203 H104. The company's owner Mikhail Gutseriyev remains on the run and his whereabouts are currently unknown, although he is believed not to be in Chita.

*** Jailed former Yukos CEO Mikhail Khodorkovsky has launched a hunger strike in support of former Yukos Vice-President Vasily Aleksanyan. Aleksanyan is being held in a detention center and is said to be seriously ill and Khodorkovsky hopes his actions will bring about better medical support for his former colleague. Meanwhile, Supreme Court Chairman Vyacheslav Lebedev told the press this week that defendants can face trial both at the place of the alleged crime and at the location of any custodial term they are serving, meaning Khodorkovsky and former Menatep CEO Platon Lebedev can face fresh charges in Chita.

*** Tajiks, already suffering from constant blackouts after the country's hydropower resources froze near solid in its coldest winter in decades, woke up on January 24 to find Tajikistan's sole importer of natural gas, Uzbekistan, had cut supplies by a third over unpaid debts of state company Tajikgaz. Relations between the neighbors have traditionally been uneasy, especially regarding energy resources, and the latest moves, which hit the already nearly non-existent heating services badly as temperatures in Dushanbe hit -20, are unlikely to bring about a thaw. Meanwhile, some warmth from the north blew in with Bishkek announcing Kyrgyzstan will export 11 million kW of electricity to Tajikistan next month.

TOP STORIES
Ministry revises oil price forecast for 2008 up to $74 per barrel
MOSCOW. (Interfax) - The Russian Economic Development and Trade Ministry has revised upward its forecast for the oil price to $74 a barrel for 2008 and $62 a barrel by 2010, a senior ministry official said on January 28.

"The dynamics of world prices for oil is pointing considerably higher up, and, despite all the uncertainty and all the risks, we expect that even up to [20]10 oil prices will be higher than those included in the budget and in the forecast approved in April," Andrei Klepach, head of the ministry's Macroeconomic Forecast Department, told reporters in Moscow.

Klepach was speaking after a meeting of a government commission for budget proposals.

"For 2008, the oil price has been accepted at $74 a barrel, and before that it was $53, and further on, even if one takes into account a decrease in the price, the forecast is higher now and is $62 a barrel by [20]10," he said.

Zubkov could be nominated as Gazprom chairman, Gref wants to quit board
MOSCOW. (Interfax) - Viktor Zubkov could be nominated as a candidate for chairman of the Board of Directors at Gazprom, a high-ranking source in the Russian government told Interfax on January 30.

Gazprom's board will consider candidates for the Board of Directors and Revision Commission, as well as the agenda of its shareholders annual meeting on February 4, Gazprom's spokesperson said.

Meanwhile, President and Board Chairman of Sberbank German Gref intends to resign from the Gazprom board.

"I want to but I don't know whether they will let me go," he told journalists on the sidelines of the forum Russia-2008.

Gazprom Neft gets 51% of NIS, Serbia secures South Stream section
MOSCOW. (Interfax) – High-ranking representatives of Russia and its Balkan ally Serbia signed key agreements on cooperation in the energy sector in the Kremlin on January 25.

The deals contained two main provisions; firstly, the purchase of 51% of Serbia's state oil company NIS and, secondly, the extension of the South Stream gas pipeline into Serbia from Bulgaria.

The deal on the sale of NIS shares to Gazprom is controversial in Serbia, and rumors that the deal would be pushed through before the second round of Serbia's presidential election, due next month, proved true. Belgrade is reported to have come under considerable pressure to agree to a deal its opponents said considerably underpriced the company in return for Russia's unwavering support for it on the Kosovo issue, and for routing South Stream via Serbian territory, instead of purely across the EU.

NIS stake secured

An interstate agreement on Russian-Serbian cooperation in the oil and gas industry and a protocol on the main conditions for the purchase of 51% of shares in Serbia's NIS by Gazprom Neft were signed in Moscow on January 25.

The agreement was signed by Russian Industry and Energy Minister Viktor Khristenko and Serbian Infrastructure Minister Velimir Ilic, and the protocol was signed by Gazprom Oil General Director Alexander Dyukov and Ilic.

A Kremlin source told Interfax that the documents would lay out the foundation for the achievement of three interrelated goals.

Gazprom will not take out any loans to buy NIS, Gazprom CEO Alexei Miller said.

"We are not planning to take out any loans, we have enough resources of our own," Miller told reporters.

First, the sides will build the Serbian stretch of the South Stream pipeline, which will be used to ship natural gas to the Balkans and some other European countries from Russia through the Black Sea, Bulgaria and Serbia.

South Stream extension

The documents will enable Serbia to join the South Stream gas pipeline project, which already involves Russia, Italy and Bulgaria. Secondly, the sides will build an underground storage facility for 300 million cubic meters of gas on the basis of the spent gas field Banatski Dvor, 60 kilometers northeast of Novi Sad.

"The selling of a 51% stake in NIS, the largest Serbian company, will ensure its development on mutually beneficial terms and guarantee long-term and stable supplies of energy resources to the Serbian market," the source said.

The agreement will open a new page in bilateral cooperation and establish a strategic partnership in the fuel and energy sector, the source said.

"In fact, Serbia will become a key transit route in the delivery of Russian energy resources to Southern Europe. That will boost the energy security of Serbia and the region at large," he said.

The South Stream gas pipeline will ship at least 10 billion cubic meters of gas through Serbia a year, Miller said.

"Under the agreement that was signed in Moscow on Friday, at least 10 billion cubic meters of gas will be shipped through Serbian territory a year," Miller told journalists at the Kremlin.

The exact volume will be determined after the completion of talks with the countries through which Bulgaria-Greece branch pipeline will pass.

"After that the talks on volumes shipped through Serbia will be specified. But in any case it will be no less than 10 billion cubic meters a year," Miller said.

South Stream, which will cross the Black Sea to Bulgaria, will have capacity to ship 30 billion cubic meters of gas a year. The South Stream pipeline's 900-kilometer offshore section will connect Russia's Black Sea coast to Varna in Bulgaria. From there, the southwestern route will continue through Greece and the Ionian Sea to southern Italy.

Eni will partner Gazprom in the offshore section's construction. Other parties are free to join after that, their choice depending on the countries the pipeline will travel through.

Overall estimated project costs are more than $10 billion. Work on the pipeline could begin in 2008-2009 and the pipeline could be commissioned in 2013.

Major transit center

With an oil and gas cooperation agreement signed with Russia, Serbia is guaranteed fuel supplies and becomes a major European center for natural gas storage and transit, Miller told journalists.

"In line with these understandings Serbia is getting guaranteed fuel supplies for decades as well as the financial, resource and technological foundation for developing and advancing its own industrial and energy potential in the Balkans," he said after the agreements were signed.

"The competitive advantages for Serbia are apparent," Miller said.

"Gazprom is not only capable of funding major energy and infrastructure projects in Serbian territory but also has unique reserves of natural resources to supply Serbia with fuel. Who else than our company could offer such terms?" he said.

"Serbia will be in a position to comprehensively tackle its energy problems. It will become a major European center for the transit and storage of natural gas and simultaneously will get reliable supplies with this fuel as well as with oil and oil products," Miller said.

He said Gazprom regards cooperation with Serbia as "mutually beneficial and greatly appreciates the potential of such cooperation for achieving its business objectives."

No less importantly "this partnership will promote the diversification of export routes and even greater reliability of Russian gas deliveries to European consumers," he said.

"Cooperation with Gazprom group is opening up for Serbia the prospect of becoming a European not just Balkan energy center," Miller said.

Investment in refining
The Gazprom group plans to make major investment in Serbian oil refining enterprises, Miller said.

"The protocol on the acquisition of a 51% stake in Serbian oil company NIS by Gazprom Neft stipulates significant investment, which will be targeted at rebuilding and modernizing refineries in Serbia in the coming years," Miller told journalists.

The oil and gas treaty signed earlier today provides for delivery of crude oil and product to the Serbian market.

That agreement, along with the protocol on purchase of NIS, "lays out the principles of bilateral cooperation in such areas as gas supplies, gas storage, its transit to EU countries, and hydrocarbon production and refining.

The agreement reached in Belgrade "is very important for the EU, since gas deliveries to Serbia will fully meet the rising demand for gas in a host of EU countries in that region, guarantee the stability and reliability of those supplies," he said.

Gazprom Neft intends to upgrade and modernize the capacity of NIS, he said.

Gazprom Neft's plans for NIS' modernization "has the purpose of substantially increasing total refinement of the company's oil and raising the quality of its product range in accordance with European standards," the company said in a statement.

"Based on the company's plans to increase oil production to 80 million tonnes and boost current oil refining output, the acquisition of new oil refinement and sales enterprises, primarily in Europe, is a lynchpin in successfully developing Gazprom Neft's operations," the statement said, quoting the chairman of the company's executive board, Alexander Dyukov.

Gazprom Neft representatives have not specified the size of total investment for the modernization of NIS, as well as how much oil the NIS plant will refine following its reconstruction.

NIS is a vertically integrated company with its own sales network, which produces 1 million tonnes of oil a year. The company refines 7 million tonnes of oil a year.

Significant agreement

Russian President Vladimir Putin has called the Russian-Serbian agreement on cooperation in the oil and gas industry a significant event for both countries.

Putin hailed the strategic importance of Russian-Serbian documents on cooperation in the oil and gas area.

We all witnessed and participated today in opening a new important page in Russian-Serbian relations. We have just signed bilateral intergovernmental agreements on cooperation in the oil and gas area, as well as a protocol on the main conditions of Gazprom Neft's acquisition of a 51% stake in the Serbian Oil Industry," Putin said.

"These documents are crucial for the further extension of bilateral cooperation. In fact, the issue concerns the legal formalization of a strategic partnership in the fuel and energy area," the president said.

The joint visit of both Serbian President Boris Tadic and Serbian Prime Minister Vojislav Kostunica proves the importance of today's event.

"We see the manifestation of a sincere aspiration to consistently strengthening relations with Russia in all areas with their decision to personally attend the signing ceremony," Putin said.

The new Russian-Serbian energy agreement will make Serbia "one of the key transit points in the system for delivering Russian fuel to the south of Europe," Putin said.

This system is "long-term reliable, highly effective, and, what is very important, considerably strengthens energy security in Serbia and the entire European continent," he said.

"The level of political contacts and political interaction is being transformed in the economic sphere. Over the past six years (in 2000-2007) the trade turnover between our countries increased six times," Putin said.

Russian First Deputy Prime Minister Dmitry Medvedev said he believes the energy agreement between Russia and Serbia signed in Moscow on Friday is a real breakthrough and will continue to strengthen energy security in Europe.

"The very close political relationship between our countries has yielded economic results. The mutually profitable investment that will be made as a result of the signing of the appropriate protocols and agreements secure the interests of our countries, our people, and are aimed at strengthening energy security in Europe," Medvedev said.

Belgrade happy

Serbian President Boris Tadic said he is hoping the new energy agreement "will open up new opportunities for continuing economic cooperation."

"Our proposal is to make economic cooperation more specific after this agreement is signed," said Tadic.

"Our countries are developing a strategic partnership, which will benefit both Serbia and Russia," he added.

Tadic also agreed with Putin in that the political and economic ties between Russia and Serbia have recently been improving.

"This is a very important day for our relations and for securing lasting peace and stability in the Balkans. The agreements to be achieved by our leaders tomorrow will ensure long-term economic and political stability in the Balkans on its road to the European Union," Serbian Foreign Minister Vuk Jeremic said during talks with his Russian counterpart Sergei Lavrov in Moscow on January 24.

Ukraine to seek higher fee for Russian natural gas transit
KYIV. (Interfax) - Ukrainian Prime Minister Yulia Tymoshenko confirmed on January 30 that she plans to seek a higher fee for Ukraine's transit of Russian natural gas to Europe during a visit to Moscow scheduled for February 21-22, a fee that would rise in proportion to the Russian gas price for her country.

"In the same way as we are moving to a market price [for gas], we should move toward a market price for the transit of gas," Tymoshenko told a news conference in Kyiv.

The premier also said she was going to raise "a very wide range of problems" during her visit, including the issue of "stable and predictable gas supplies for Ukraine."

Progress at broker's talks

Meanwhile, representatives of RosUkrEnergo AG, UkrGazEnergo and Naftogaz Ukrainy reached agreement at talks on January 26 to form several working groups to tackle the issues of payment for gas and supplies from underground gas storage facilities.

"To our collective good fortune, the talks have been constructive. They were difficult in the beginning, but by the middle of the meeting we had reached agreement on the need to resolve the existing problems through joint effort," UkrGazEnergo CEO Igor Voronin told journalists upon completion of the round of talks, held at Naftogaz Ukrainy headquarters in Kyiv.

Specialists at the three companies will now work on the issue of repayment for gas already delivered, unsanctioned deliveries from underground storage, and shortcomings in Ukraine's performance of its gas transit responsibilities.

The next stage of talks will be held this week, Voronin said.

Voronin said he hopes UkrGazEnergo will fully repay the gas debt totaling $598 million it owes to RosUkrEnergo in the near future. Naftogaz Ukrainy owes $215 million to UkrGazEnergo for gas delivered, he added.

RosUkrEnergo Executive Director Dmitry Glebko said the talks were results-oriented. "The mood at the beginning was quite negative, but gradually become more positive. The path to resolving the issues that we raised at the meeting the day before started to emerge," he said.

RosUkrEnergo has still not been able to reach agreement with Naftogaz Ukrainy on the issue of reducing the amount of gas taken from underground gas storage to the levels agreed earlier.

Naftogaz Ukrainy was represented at the latest meeting, which lasted several hours, by acting first deputy CEO Igor Didenko, deputy CEO Vladimir Trikolich and Mikhail Khimko, the director of Ukrtransgaz, a Naftogaz Ukrainy subsidiary.

The Naftogaz Ukrainy officials declined to speak with the press following the meeting.

Earlier on January 26 Naftogaz Ukrainy had called on UkrGazEnergo and RosUkrEnergo to stop politicizing the process, accusing them of "provocative statements."

"The company takes those statements as energy blackmail targeted at discrediting Ukraine's policy in the oil and gas sector," it said in a press release.

The preceding meeting, held at the Kyiv offices of RosUkrEnergo on Friday, lasted less than an hour. Didenko, representing Naftogaz Ukrainy, refused to discuss the issues and walked out of the meeting shortly after it began.

Formalities complete

Naftogaz Ukrainy completed all the procedures relating to formation of the natural gas supply and distribution balance for January as of January 25, 2008, the state-run company said in a press release on January 25.

The procedures involved submitting agreements on gas purchases to UkrGaz-Energo and Ukrnafta for further delivery to Ukrainian customers.

In accordance with legal requirements, Naftogaz Ukrainy submitted an application to the Ukrainian tender commission on purchase of gas from one trader, UkrGaz-Energo.

No questions

Gazprom has no questions for Naftogaz concerning the implementation of the contract on the transit of Russian natural gas across Ukraine, the Ukrainian company said.

"Talks were held by telephone between Naftogaz Ukrainy CEO Oleh Dubyna and Gazprom CEO Alexei Miller. Following the talks the Russian side said it had no questions to Naftogaz Ukrainy concerning the implementation of the terms of the contracts to transport Russian gas to Central and Western Europe," the statement says.

1bcm supplied

RosUkrEnergo, the exclusive supplier of imported natural gas to Ukraine, continues to supply Russian gas to Ukrainian consumers.

"As of January 23 2008, RosUkrEnergo had supplies over 1 billion cubic meters of Russian gas to Ukrainian consumers," RosUkrEnergo spokesman Andrei Knutov told Interfax on January 24.

Ukrgaz-Energo has past-due debt to RosUkrEnergo of $719 million.

In January there was a drop in natural gas supplies to Ukraine from Central and Middle Asia because of very cold weather. To ensure constant gas supplies and the replenishment of Ukraine's gas balance, RosUkrEnergo acquired Russian gas in accordance with current contracts and a price formula agreed in January 2006.

The purchase price in the first quarter of 2008 for Russian gas, according to that formula, is $314.7 per thousand cubic meters.

As of January 16 2008, RosUkrEnergo had delivered about 740 million cubic meters of Russian gas to Ukrainian consumers. Ukrgaz-Energo past-due debt to RosUkrEnergo totaled $830 million.

Gazprom through affiliated organizations has fully controlled natural gas deliveries to Ukraine since January 2006. Gazpromexport obtains gas produced in Turkmenistan, Uzbekistan and Kazakhstan and resells it to RosUkrEnergo

RosUkrEnergo delivers the Central Asian gas to the Russian-Ukrainian border and resells it to UkrGazEnergo under a five-year agreement concluded in early 2006.

UkrGazEnergo supplies a portion of the gas to end consumers, mainly industrial enterprises, and sells a portion to Naftogaz Ukrainy, for subsequent delivery to power plants and budget organizations.

UkrGazEnergo still has no purchase-sale agreement on gas that has been sold to Naftogaz Ukrainy since January 1, 2008 and supplied to power plants and budget organizations.

Gazprom has a 50% interest in Swiss-registered RosUkrEnergo, which, together with Naftogaz Ukrainy, owns UkrGazEnergo on a 50-50 basis. The other shareholders in RosUkrEnergo are Dmitry Firtash (45%) and Ivan Fursin (5%).

Gas is transited across Ukraine under two contracts - between Naftogaz Ukrainy and Gazprom dated June 21, 2002, and between Naftogaz Ukrainy and RosUkrEnergo AG, Switzerland dated July 29, 2004.

Ukrainian consumers exceed the gas quota allocated to them from the pipeline system each winter, which causes the transit volume to shrink. When such situations occur Gazprom and RosUkrEnergo ask Naftogaz Ukrainy to adjust the amount of gas that remains in Ukraine to the agreed level.

Earlier reports said that Ukraine transited 112.1 billion cubic meters of natural gas to Europe, 1.5% less than in 2006. Transit to CIS countries decreased by 81% down to 3.1 billion cubic meters last year.

Naftogaz Ukrainy, Gazprom and RosUkrEnergo in December 2007 signed supplements to the contracts, which envision the transit of 113.7 billion cubic meters of natural gas as a minimum across Ukraine in 2008.

From January 2008 the transit rate is $1.70 per 1,000 cubic meters per 100 kilometers.

Ukrtransnafta, Naftogaz Ukraine's 100% subsidiary, is Ukraine's sole provider of oil transportation services via trunk pipelines.

Ukraine, EU talks cover White Stream, energy security
BRUSSELS. (Interfax) – Ukraine's Prime Minister Yulia Tymoshenko addressed the European Parliament and held talks with European Commission President Jose Manuel Barroso on January 28 regarding Europe's energy security and the proposed White Stream gas pipeline as an alternative to the Nabucco project.

White Stream cheaper than Nabucco

Tymoshenko is offering the European Union an alternative project for supplies of Central Asian gas to Europe instead of the Nabucco project [a gas pipeline for transportation of natural gas from Central Asia and the Middle East to Europe].

Ukraine is asking the European Union to consider participating in the White Stream project, which is expected to cover the Caspian and Black Seas and Ukraine towards Europe, Tymoshenko said at a joint press conference with EU Commissioner Benita Ferrero-Waldner in Brussels on .

"This project can be much cheaper and more efficient, and we want Ukraine and the European Union to be partners in this project," she said.

Tymoshenko also said that at the meeting with Ferrero-Waldner they discussed joint efforts of Ukraine and the EU in diversifying nuclear fuel supplies. "This could be a joint project between Ukraine and the EU," she said.

Kyiv will be able to convince Europe of the profitability of its proposed White Stream project, an alternative for gas transportation from Central Asia to Europe, Tymoshenko said.

Faouzi Bensarsa, an official with the European Commission Directorate-General for Energy and Transport, will visit Ukraine next week, Tymoshenko told journalists on January 29 on her way back from Brussels.

The advantage of the White Stream gas pipeline project proposed by Tymoshenko to the European Union is that "Ukraine already has the routes" where new gas pipeline could be built, the prime minister said.

It was reported that during her visit to Brussels Tymoshenko suggested to the EU that it take part in the construction of a gas pipeline for supplying gas from Central Asia to Europe. The project is called the White Stream and will go from the Caspian Sea through the Black Sea and Ukraine to Europe.

Ashgabat unaware

However, Ukraine's Central Asian partners seemed surprised by the proposal, with Ashgabat saying it has no information about plans to build a White Stream gas pipeline to ship gas to the European Union across the Caspian and Black seas.

"Ukrainian Prime Minister Yulia Tymoshenko said in Brussels, while speaking about gas shipments to Europe, that a White Steam gas pipeline might be built to take Turkmen gas to the European Union across the Caspian and Black seas," the Turkmen Foreign Ministry said on January 30.

"High-ranking officials from other countries earlier made statements on the transportation of natural gas from Turkmenistan to Europe via non-existing routes," it said.

"Such official reports are not clear to the Turkmen side," the document reads.

EU donor group for Ukraine's pipeline network

Tymoshenko has discussed the formation of a donor group to accumulate funds for an overhaul of the system of Russian natural gas deliveries to Europe with European Commissioner for External Relations and the European Neighborhood Policy Benita Ferrero-Waldner.

"I hope that such a conference of donors will be held in the near future and offer a chance to accumulate money for modernizing and rebuilding the system of deliveries of Russian gas to Europe," Tymoshenko said at a press conference following the talks in Brussels on January 29.

She said they had discussed the common interests of Ukraine and the EU in diversifying fuel deliveries with Ferrero-Waldner.

Tymoshenko said that energy cooperation is a key aspect of cooperation between Ukraine and the EU.

Russian gas transit fees

Ukraine will negotiate with Russia a revision of fees for Russian gas transit across its territory, Tymoshenko said.

"All our steps will be coordinated with Russia," Tymoshenko told the European Parliament on January 28.

Asked whether the prime minister and President Viktor Yushchenko's positions differed on the revision of transit fees, Tymoshenko said, "We agree in that today the price of transit is perceived as a non-market price."

The transit rate should approach the European level, the way the price for Russian gas approaches European level at the border with Ukraine, she said.

But the Ukrainian government will not make a single ill-advised move in addressing the issue, the prime minister said. Ukraine is aware, she said, that stable gas transit through Ukraine means stable energy supplies to Europe.

Dubious intermediaries in gas trade
Tymoshenko also confirmed her intention to get rid of what she referred to as semi-legal deals in gas deliveries to Ukraine.

She commented on the recent arrest in Moscow of Semyon Mogilevich, who is, in particular, suspected of playing a dubious role in gas supplies to Ukraine. The arrest shows that the world pays much attention to corruption, Tymoshenko told a press conference in Brussels on January 28.

"The involvement of intermediaries is a sign of corruption. The arrest shows that the international community is watching such processes and will not allow any semi-legal deals, including those in EU neighboring states. Thus, my position remains unchanged: we will do away with any semi-legal intermediaries," she said.

"New pipelines will be built across the Caspian and Black Seas to give Ukraine and other states hope of diversifying energy supplies," she said.

Tymoshenko also confirmed the need for direct energy supplies from Central Asia.

She said she discussed the energy security of Ukraine and Europe and the diversification of energy supplies with European Commission President Jose Manuel Barroso.

Khodorkovsky goes on hunger strike
MOSCOW. (Interfax) - Former Yukos head Mikhail Khodorkovsky, who is staying at a pre-trial detention center in Chita, has declared that he is going on a hunger strike.

The situation surrounding former Yukos Vice-President Vasily Aleksanyan, who is seriously ill, prompted the move, Khodorkovsky said in a letter to Russian Prosecutor General Yury Chaika published on his web site on January 30.

"I have to leave the legal framework and inform you that I'm beginning a hunger strike," Khodorkovsky said in the letter.

"I hope very much that the agency you head will make a decision that provides Aleksanyan with guarantees of life and medical care," Khodorkovsky said.

Investigators probing the Aleksanyan case have made "multiple and, to put it mildly, doubtful actions to create evidence for non-existing crimes" over the past several years, the statement says.

"The situation surrounding my lawyer Aleksanyan is outstanding. I know from his speech that he was not questioned about me, but his testimony that would suit the prosecution and [investigator] Karimov is directly linked to providing required medical assistance to him. Moreover, he feels that he could die before a court ruling is made," Khodorkovsky said.

Khodorkovsky notes that he does not have contact with Aleksanyan and he could only make a judgment about his situation from a speech at the Supreme Court.

"I have to make an impossible moral choice: either admit to the non-existing crimes and therefore to save the life of a person, but 'break' the lives of innocent people who are said to be my 'accomplices,' or to protect my rights, wait until an independent court becomes available, and possibly cause the death of my lawyer Aleksanyan," the statement says.

"I thought a lot and I cannot make this choice. I have to leave the legal framework and inform you that I'm beginning a hunger strike," Khodorkovsky said in the statement dated January 29.

Khodorkovsky can be tried where he is serving prison term

Russian courts have the right to try people charged with criminal offences not only at the places where these offences were supposedly committed but also at the places where the defendants are serving their conviction terms, Russian Supreme Court Chairman Vyacheslav Lebedev told journalists on January 30.

"Courts can consider cases both at places where crimes were committed and where [defendants] are serving their conviction terms. This is what our Criminal Procedure Code says," Lebedev said when asked whether the Russian criminal procedural laws allow, in particular, for trying former Yukos head Mikhail Khodorkovsky in the Chita region, where he is currently serving his prison term.

Moscow's Basmanny Court ruled on January 30 that an investigation under a new criminal case against Khodorkovsky and Menatep head Platon Lebedev could be held in Chita and that this would not violate the defendants' constitutional rights.

"The court ruled that the investigative agencies' decision, which we have challenged, does not violate the defendants' constitutional rights and does not complicate their access to a fair judicial procedure," Lebedev's lawyer Yelena Liptser told Interfax.
The court turned down an appeal by the lawyers seeking to find the organization of the investigation against their clients in Chita as illegitimate.

Detention in Chita till May 2

The Chita region's court on January 30 granted the lawsuit filed by the economic investigations department of the Russian Prosecutor General's office, extending the detention of Khodorkovsky in a Chita detention facility till May 2, 2008.

The court rejected Khodorkovsky's lawyers' request for his release, Interfax has learned.

Khodorkovsky's lawyers intend to contest the ruling in the Russian Supreme Court.

Khodorkovsky's lawyer Semyon Rosenberg previously told Interfax that the request for an extension of his client's detention in Chita is connected to the appearance of new materials in his criminal case.

Meanwhile, Khodorkovsky has not become familiar with the entire criminal case yet. He was given until December 22, 2007 to become familiar with case materials by the Chita Ingodinsky Court. Khodorkovsky's lawyers contested that decision with the Chita region's court, which scheduled a hearing of the appeal for January 31.

Khodorkovsky and Platon Lebedev, former director of the group Menatep, were moved to the Chita detention facility in late 2006. Until now, decisions on their detention were made by the Chita Ingodinsky Court. On December 11-12, 2007, the court extended the detention of Khodorkovsky and Lebedev for a fourth time to February 7.

In 2005, the Moscow Meshchansky Court sentenced Khodorkovsky and Lebedev to nine years in prison. The Moscow City Court later reduced the sentence to eight.

The Prosecutor general's office has recently charged Khodorkovsky and Lebedev for embezzling 450 billion rubles and $7.5 billion in 1998-2004.

POINT OF VIEW
Putin calls for minimizing major investment projects’ impact on environment
MOSCOW. (Interfax) - Russian President Vladimir Putin has called for minimizing the impact of major investment projects in Russia, including the Nord Stream gas pipeline and the East Siberia-Pacific Ocean oil pipeline, on the environment.

"The implementation of major investment projects has been started in a number of regions, and they involve large wildlife territories," Putin said at a Russian Security Council session in Moscow on January 30.

"Negative implications of intensive economic activities in these regions must be minimized," he said.

Gas supply networks should cover all of Russia - Medvedev
VORONEZH. Jan 24 (Interfax) - Russian First Deputy Prime Minister Dmitry Medvedev said on January 24 that natural gas supply networks should cover all of Russia.

"We must supply gas to the whole country. Not because we are so rich and such big shots but because the population needs this," Medvedev told reporters.

Meanwhile, the prices Russian consumers pay for gas will never reach the level of export prices, Medvedev said.

"Due to corresponding reforms, these prices could change. But they will never reach the level of export prices. We ourselves are not interested in this, to say nothing of citizens, who are not prepared for this," Medvedev told journalists of the Central Federal District.

Russia is very rich in gas, he said.

"We'll make use of this advantage," Medvedev said.

Russia, Bulgaria to cement energy cooperation - Medvedev
VORONEZH. (Interfax) - Russian First Deputy Prime Minister Dmitry Medvedev said he hoped relations between Russia and European countries, including Bulgaria, in the energy sector will strengthen despite occasional criticism.

Medvedev hailed the "excellent results" of Russian President Vladimir Putin's recent visit to Bulgaria, which produced eight agreements, three of which are "absolute breakthroughs."

The cases in point are the South Stream gas pipeline, the Burgas-Alexandroupolis oil pipeline and the Belene nuclear power plant, he explained.

"All projects look into the future: they produce an immediate political and economic effect and link us for decades," Medvedev said. "So relations with Bulgaria should definitely improve," he added.

"As for foes, the problem is that close economic contacts often make other countries jealous, which is strange because we are working for the common energy security of the whole of Europe and not just for Russia and Bulgaria," he said.

He said he hoped such assessments would gradually disappear, paving the way for powerful and visible progress.

Problem of Russia’s impact on West with energy is exaggerated – Kudrin
MOSCOW. (Interfax) - The problem of Russia's impact on the West with energy is being exaggerated, Russian Finance Minister Alexei Kudrin said at the economic conference Forum of Russia organized by Troika Dialog on January 30.

"It seems to me that, as the prices increase, the idea of the West that Russia wants to use its energy resources as political leverage increases too. I think that is most likely due to the growth of prices and their dependence on fuel, not to Russia's desire to use it as leverage," said Kudrin.

Kudrin said that 85% of the energy products exported by Russia are consumed by European countries. The Russian Finance Ministry believes such levels of consumption will remain for a long time.

Energy sources in Europe, the U.S., and China will gradually become depleted, and that is an objective long-term tendency for the next twenty years, said Kudrin. That will result in the role of Russia in the supply of energy products being increased. Thus, Russia will objectively increase its role, regardless of whether the West wants it to or not, he said.

"Russia will be a stable, predictable partner," said Kudrin.

Breakthrough expected in Russian-Chinese gas talks in 2008 - Khristenko
MOSCOW. (Interfax) - The year 2008 will be decisive in talks on prices for gas shipments from Russia to China, Russia's Energy Minister Viktor Khristenko said on January 24.

"We planned to finalize the talks [with China] on prices for gas before the end of 2007. But in fact, the year 2008 will be important, or critical, by all accounts," Khristenko said in an interview with the newspaper Kommersant.

"The talks have not been easy and have lasted more than one day. The reasons are clear enough. For China, gas is an absolutely new sector which the country is just beginning to explore. China does not possess so far any well developed gas market infrastructure. Nor has it any gas market, as such," the minister said.

"In addition, it is absolutely clear that the gas component will be rather significant in China's energy balance - but not today. Tomorrow. It is a temporary lag, which allows the Chinese partners to set the pace in the talks they deem correct," he said.

Russia's Gazprom and China National Petroleum Corporation signed an agreement on strategic cooperation in Beijing on October 14, 2004, during President Vladimir Putin's official visit to China. It was expected initially, that commercial talks on the price for gas would be finalized in 2005.

In March, 2006, Gazprom and CNPC signed a protocol on gas shipments from Russia to China, which documented the main agreements of the schedule, volumes and routes of gas deliveries, and the principles of shaping the price formula. The first gas is to be shipped to China in 2011, and the annual gas volume is to reach 68 billion cubic meters by 2020. But the parties again failed to come to terms in 2006 and the talks were put off until 2007.

Two routes are being considered: Western (the Altai gas pipeline project from Yamal and Chayanda fields) and Eastern (gas from Sakhalin and Kovykta.)

Nord Stream pipeline beneficial for Europe – Piebalgs
WARSAW. (Interfax) - The planned Baltic Sea Nord Stream pipeline will satisfy European Union members states' energy needs, European Energy Commissioner Andris Piebalgs said Monday, according to the Polish daily Rzeczpospolita on January 30.

"The pipeline, envisaged to be built on the seabed of the Baltic Sea will satisfy - according to [Environment] Commissioner - all needs of the [European] Union," the newspaper wrote.

The pipeline will increase employment within the EU and help limit the emission of carbon dioxide (CO2) aside from delivering gas, Piebalgs said. From the political and economic point of view the Russo-German Nord Stream pipeline project has full support of Brussels and majority of the EU member states, with Piebalgs noting that the only problem is the potential pipeline's impact on the natural environment.

The pros and cons of the Russian-German Nord Stream pipeline project were presented to the European Parliament Tuesday. Following the discussion, Marcin Libicki, Polish MEP, head of European Parliament's Committee on Petitions will supervise the preparations of the report on the Nord Stream project. The report will be ready by April 2008, and the document will list possible environmental threats posed by the construction of the pipeline may, the newspaper wrote.

The Nord Stream pipeline will directly link Russia and Germany, but it has faced opposition from Poland and other Baltic States, such as Estonia and Lithuania, as the pipeline has been called both a threat to the environment and a threat to Polish energy security.

Russian Gazprom owns a 51% stake in the Nord Stream project. Germany's Wintershall and E.ON Ruhrgas hold 20% each, while Dutch Gasunie holds 9%. According to the initial plan, in 2010 Russia should start supplying 27.5 billion cubic meters of gas to Germany per year. In 2013, the system's capacity is to be increased to 55 billion cubic meters per year.

Ukraine honors its transit commitments – Yushchenko
DAVOS. (Interfax) - Ukrainian President Viktor Yushchenko said at a forum in Davos that Kyiv is aware of its responsibility for energy security in Europe and complies with its obligation to provide an energy transit route.

Speaking at the forum on policy in pipeline transport, Yushchenko said that one of the strategic goals of the Ukrainian energy transportation policy is to upgrade and develop the existing gas transport network, the presidential press service said on January 24.

The event was held in the form of an interactive discussion. It was attended by the President of the European Bank for Reconstruction and Development Jean Lemiere, the Director of the Program on Energy and Sustainable Development David Victor of Stanford University and business representatives.

However, it would be a risky move on the part of Ukraine to raise the fee it charges Russia for pipelining Russian natural gas through its territory, Yushchenko said.

If Ukraine did so, Russian gas monopoly Gazprom might increase its fee for the transportation of Central Asian gas to the Ukrainian border by the same amount, Yushchenko said.

Yushchenko argued that the size of the transport fee was a matter of less concern for Ukraine than the alleged practice whereby the gas price is set based on political motivations. If this practice were abandoned, Ukrainian-Russian gas trade would be predictable and stable, he said.

Yushchenko said the transport fee would not be an issue if a gas price were set that took account of all factors, including gas transit through Ukraine.

Yushchenko also criticized the state budget for 2008 for the absence of the energy saving programs in the budget.

"Unfortunately the adopted budget for 2008 was robbed of all the energy saving programs," the president said at a press conference in Davos on January 24.

According to Yushchenko, such an approach is inappropriate as regards the problems in energy sector Ukraine is currently facing.

EU will be Ukraine's partner in energy supply diversification – Tymoshenko
KYIV. (Interfax) - The European Union will be Ukraine's partner in the diversification of energy supplies, Ukrainian Prime Minister Yulia Tymoshenko said on January 30.

"The EU wants, can, and will be our most committed partner in building absolutely all components of a system for diversifying energy supplies to Ukraine, including gas, oil pipelines, nuclear fuel, and everything that is related to the transmission of electricity and the expansion of the electricity sales market, based on synchronous operations of our systems," Tymoshenko said in a speech at a government meeting to inform Cabinet members about the results of her January 28-29 visit to Brussels.

Revisions of Russia-Ukraine gas agreements must be made on bilateral basis – Loskutov
KYIV. (Interfax) - Any revision of bilateral gas agreements between Kyiv and Moscow must not be made in a unilateral process, said Vsevolod Loskutov, envoy at the Russian embassy in Kyiv.

"If something changes, it is a bilateral action. It can be spoken of from either side, but both sides must participate in the talks," Loskutov told journalists in Kyiv on Thursday, commenting on Ukrainian Prime Minister Yulia Tymoshenko's statement concerning possible revisions to the gas agreement between Ukraine and Russia.

Russia is upholding the gas agreements that were concluded with Ukraine not so long ago, Loskutov said.

"These topics have already been settled, agreements on prices and tariffs for next year have been signed, signed by representatives of both sides. They are already in effect," he said.

Loskutov quoted Ukrainian President Viktor Yushchenko, who recently said that "any changes will entail other changes."

U.S. supports diversification of energy supplies from Caspian – U.S. diplomat
ASTANA. (Interfax) - Steven Mann, the U.S. Department of State's senior advisor for Caspian basin energy diplomacy, has confirmed Washington's adherence to the policy of diversification of energy supplies from the Caspian region.

The policy the United States has been consistently pursuing aims to support production, extraction and diversification of exports in the Caspian region, Mann told journalists in Astana on January 25 after talks with Kazakh Foreign Minister Marat Tazhin.

The best projects are those that are implemented in support of transparency, make use of the best production practices and aim to promote competition, he said.

Mann noted, at the same time, that the Caspian region is an ideal location to be a good source of energy for many countries.

The United States supports the construction of trans-Caspian pipelines, he also said.

Mann said that he held on January 25 a round of what he called very warm and cordial meetings with Kazakh officials.

Restricted dialogue hampers Vilnius-Moscow relations – Lithuanian diplomat
MOSCOW. (Interfax) - Lithuania is dissatisfied with the lack of a Russian response to the question about halted crude deliveries by the Druzhba pipeline but it will not start a confrontation, Director of the Lithuanian Foreign Ministry's Eastern Europe and Central Asia Department Arunas Vincunas told Interfax.

"We do not want a confrontation; we are seeking a dialog. Problems start when there is no understanding, no steps to meet us halfway," he said.

"In this case, Russia's silence is the problem," the diplomat noted.

"Lithuania did not do anything to raise the question in the EU-Russia format for a long time. However, we did not receive any coherent answers to our questions about the essence of the problem and the possibility to resume the deliveries either," he said.
"Certain promises were given" to Vilnius, Vincunas said. "However, they have not been fulfilled, and the issue has been referred to the EU-Russia sphere. It was added to [the EU-Russia] agenda about six months ago," he noted.

An accident occurred at the 57th kilometer of the Unecha-Polotsk-1 trunk pipeline in summer 2006, and the Federal Environmental, Technological and Atomic Supervisory Service ordered Transneft to reduce the pipeline's pressure. An examination of the pipeline revealed over 7,000 defects. Russia has not resumed crude deliveries to Lithuania through the pipeline.

The diplomat also called for signing a free trade agreement with Russia. "This is beneficial for a close partner that has large trade with Russia," he noted.

OIL COMPANIES
Rosneft due to refinance $5 bln of Yukos loans by mid-March
MOSCOW. (Interfax) - Rosneft is due to refinance $5 billion of the loans it raised to buy the assets of the bankrupt Yukos by the middle of March, Anton Kozhinov, the Russian oil major's CFO, said at the economic forum organized by Troika Dialog on January 30.

"We have not yet decided how this will be done," Kozhinov said.

Kozhinov said the board of directors had already given the necessary approval for a ruble-bond placement. Rosneft is also thinking of offering Eurobonds and of raising loans repayable in five years or more. "The deadline for repaying the next tranche is March," Kozhin said.

Rosneft in March last year borrowed $22 billion to fund the acquisition of core Yukos assets in Russia and abroad, including by bidding at auctions. Rosneft received the first 237 billion rubles ($9.2 billion) tranche of money owned to the company as a Yukos creditor at the end of June.

Rosneft chief Sergei Bogdanchikov said in December that the company was thinking of putting some of the 9.44% of its shares, purchased at a Yukos asset auction, on the market for $3 billion.

Bogdanchikov also said that Rosneft planned to reduce its debt from $27 billion to $15 billion by 2010.

CNPC won’t agree further oil price hikes under Rosneft contract
MOSCOW. (Interfax) - China National Petroleum Corporation is not prepared to agree further price increases for oil under its 2004 contract with Rosneft, a source close to both companies told Interfax on January 30.

"CNPC is not ready to accept a further increase in the oil price under the well-known, $6-billion contract with Rosneft, believing that the Russian demand is too high," he said.

"The Chinese feel that there is a moral and economic aspect to be kept in mind. In the first place, it must not be forgotten that the Chinese partners provided financing for Rosneft when it needed money to purchase Yuganskneftegaz and concluded an unprecedented contract on prepaid deliveries," the source said.

The contract has been signed and must therefore be honored. Moreover, "no matter the rise in tariffs and prices, Rosneft won't lose anything, and the money, even if Russian Railways (RZD) receives it, will stay in Russia," he said.

Under the 2004 contract, CNPC paid Rosneft $6 billion for 48.4 million tonnes of oil to be delivered before 2010. Due to rising oil prices, Rosneft last year announced that it planned to revise the price formula in the contract. Last fall CNPC agreed to a higher price under the 2004 contract, increasing the price per barrel by $0.675.

Rosneft and Transneft recently began to discuss tariffs on the Eastern Siberia-Pacific Ocean pipeline (ESPO). "In the near future construction of a branch line from ESPO to China can be expected," the source said.

The first stage of ESPO involves construction of an oil pipeline to the terminal at Kozmino Bay. The pipeline will have capacity to transport 30 million tonnes of oil a year. In the first stage 15 million tonnes might be shipped on a branch pipeline to China and another 15 million tonnes shipped by rail to Primorye for export through Kozmino. The pipeline startup was scheduled for the end of 2008, but a start date in late 2009 is now being discussed.

CNPC calls for stepping up exploration work with Rosneft

CNPC has called for stepping up geological exploration work at Vostok Energy, its joint venture with Rosneft, a source close to both companies told Interfax on January 30.

Vostok Energy is exploring a Siberian field, "but the results have not been impressive so far," the source said. CNPC wants exploration work stepped up in order to utilize capacity - 10 million tonnes a year - at a planned refinery in China's northeast.

"As for the Chinese-Russian joint venture in China, it was registered recently and is not conducting operations," the source said. "The JV in China is currently drawing up a feasibility study on opening filling stations in China," he said.

The joint ventures formed by Rosneft and CNPC are contractually required to ensure profitability regardless of the market situation, the source recalled. "The two companies have an agreement. The relevant calculations have been made. The joint ventures formed in Russia and China must be profitable regardless of the situation on the domestic markets of each country," he said.

Rosneft and CNPC formed Vostok Energy in 2006 to explore and develop subsurface resources. Rosneft has a 51% stake and CNPC has 49%.

It was reported earlier that Vostok Energy won auctions to develop two hydrocarbon sections in Irkutsk region in July 2007: Zapadno-Chonsky and Verkhneichersky.

Zapadno-Chonsky, in the Katanga district of Irkutsk region, is located 120 kilometers west of the East Siberia-Pacific Ocean Pipeline (ESPO) route. The C3 resource at the section, entered on the state register of mineral resources, amounted to 5 million tonnes as of January 1, 2005. The preliminary D1 resource includes 30 million tonnes of oil and 15 billion cubic meters of gas.

The Verkhneichersky section, also in the Katanga district, is 250 kilometers northeast of Ust-Kut. ESPO will run 90 kilometers away to the east. The section's D1 resource is forecast at 140 million tonnes of fuel equivalent, including 50 million tonnes of oil and 90 billion cubic meters of gas.

A CNPC-Rosneft refining joint venture, Russia-China Eastern Petrochemical Company - was registered in China in October 2007. The planned refinery will have capacity to process at least 10 million tonnes of oil a year and the venture will operate about 300 filling stations in China. The refinery is to be built in northern Tianjin's Lingang Industrial Area. It may begin operations in 2011.

Rosneft, BP joint venture to reduce work at Sakhalin
MOSCOW. (Interfax) - Elvari Neftegaz, the Rosneft and BP joint venture that operates the Sakhalin-4 and Sakhalin-5 projects, plans to reduce its volume of work in 2008, a source close to the shareholders told Interfax on January 30.

The company plans to limit itself to seismic exploration work this year, he said.

Elvari Neftegaz shareholders approved a 2008 budget and work plan whereby the joint venture will continue geological exploration but not drilling work, Vladimir Buyanov, a spokesman for the BP office in Moscow, said. "The development and interpretation of seismic exploration materials that the company already has and the collection of new seismic data will continue," he said. In the short-term, the joint venture will continue to evaluate the sections with the most potential, especially those located near successfully drilled wells, Buyanov said.

BP plans to reduce the work of its representative company in Sakhalin, he said. In the future the support for Elvari Neftegaz that the representative office provided will come from the BP office in Moscow, Buyanov said. BP specialists will continue to work at the joint venture in Sakhalin, he added.

Rosneft told Interfax that the information received in 2007 from geophysical work and drilling was currently being analyzed. "There is a lot of work and a very difficult structure," a Rosneft spokesman said.

Since 2004, six wells have been drilled as part of the Sakhalin-4 and Sakhalin-5 projects (Kaigansko-Vasuykansky, West-Schmidt and East-Schmidt sections).

Rosneft President Sergei Bogdanchikov said last year that so far the reserves discovered in the Sakhalin-5 project were insufficient to start commercial production. The Sakhalin-5 project includes the East-Schmidt and Kaigansko-Vasuykansky sections. Rosneft announced in May 2007 that the oil condensate field in Kaigansko-Vasuykansky was estimated to contain 56 million tonnes of oil and around 30 billion cubic meters of gas. The discovery was made after drilling four wells at the Pela-Leich, Udachnaya, Yuzhno-Vasuykansky and Savitskoi structures. Hydrocarbon deposits were not discovered at Savitskoi. 3D seismic exploration was carried out at the East-Schmidt section in an area of over 3,000 square kilometers. Drilling at this section was planned for 2008.

The well at the West-Schmidt section for the Sakhalin-4 project, drilled in 2007 in the Medved area, confirmed the presence of hydrocarbons. Drilling was also completed in the Toiskaya area.

Rosneft owns 51% of Elvari Neftegaz and BP - 49%. BP is funding project work until the launch of commercial production.

ConocoPhillips expects Lukoil net to rise 17% in 2007
HOUSTON. (Interfax) - ConocoPhillips, which holds a 20% stake in Lukoil, estimates 2007 net income from its investment in the Russian oil major at $1.818 billion, ConocoPhillips said in its financial report on January 23.

ConocoPhillips calculated its share of profit based on ownership of 20.6% of Lukoil shares in circulation, which excludes treasury stock. The forecast is based on market indicators and Lukoil's publicly available operating results.

Thus, the U.S. company expects Lukoil to post US GAAP net profit of $8.74 billion in 2007, 17% more than in 2006.

ConocoPhillips earned $649 million on its Lukoil investment in the fourth quarter 2007, up from $302 million a year earlier.

ConocoPhillips estimates its equity share in Lukoil production at 426,000 barrels of oil equivalent a day and its share of refining crude oil throughput at 227,000 barrels of oil a day.

Fitch changes Lukoil’s outlook to “positive” from “stable”

LONDON. (Interfax) - Fitch Ratings has changed the ratings outlook for Lukoil to "positive" from "stable," the agency said in a press release.

It confirmed these ratings: issuer default rating (IDR) on debt obligations in foreign and national currencies at "BBB-" and short-term IDR in foreign currency to "F3."

Lukoil, IFD Kapital agree on TGK-8 share sale
MOSCOW. (Interfax) - Lukoil and IFD Kapital have reached agreement on the Russian oil major's acquisition of approximately 80% of the shares in the Southern Generating Company (TGK-8), Lukoil said in a statement.

The deal, which will work out at $640-$660 per kilowatt of installed capacity, is subject to corporate approvals and approval from the Russian Federal Antimonopoly Service (FAS).

IFD Kapital on January 29 bought 23.55 million Lukoil treasury shares at their market price, or for an estimated $1.69 billion.

IFD Kapital acquired a supplementary issue of TGK-8 shares (23.24% of augmented charter capital) in November. Kapital also purchased the state stake in TGK-8, but will not receive the shares earlier than February under the terms of the purchase agreement.
Thus, Kapital currently controls roughly 26.5% of TGK-8 shares.

Lukoil has 850,563,255 common issued shares, par value 0.025 rubles each, so IFD Kapital has acquired 2.768% of Lukoil.

Lukoil chief Vagit Alekperov and the oil company's vice president, Leonid Fedun, are the beneficiaries of IFD Kapital.

Gatecraft Ltd, acting on behalf of IFD Kapital, was deemed the buyer of the government's inferred stake and an additional share issue by TGK-8, paying 0.035 rubles per share.

The other shareholders in TGK-8 are Promregionholding, which we also thought to be affiliated with Lukoil's management, and CJSC Energostrategia, each with around 15%.

TGK-8 operates in the Astrakhan, Volgograd, and Rostov regions, in the Krasnodar and Stavropol territories and in Dagestan.

Lukoil-Komi ups oil production 16% in 2007
SYKTYVKAR. (Interfax) - Lukoil upstream subsidiary Lukoil-Komi produced 13.589 million tonnes of oil in 2007, 15.8% more than in 2006, Lukoil-Komi said on January 30.

"The high pace of production is due to the consolidation of assets in Nenets autonomous district, the addition of new fields and application of new technologies," the press release says.

Last year the company drilled 185,942 meters of well, 8.4% more than a year earlier. It completed 64 wells, 30% more than in 2006.

Gazprom Neft ups well stock 8% in 2007
MOSCOW. Jan 29 (Interfax) - Gazprom Neft increased operating well stock 8% in 2007 to 5,008 wells as of January 1, 2008, the company told Interfax on January 29.

Gazprom Neft's core production subsidiary, Sibneft-Noyabrskneftegaz, saw operating well stock increase 3.5% to 4,323.

Gazpromneft-Khantos nearly tripled its number of wells to 616 and Gazpromneft-Vostok saw its well stock more than triple to 69 wells.

Gazprom Neft receives licenses to deep-lying horizons at existing fields
MOSCOW. (Interfax) - Gazprom Neft will receive licenses to deep-lying horizons at a number of sections where Sibneft-Noyabrskneftegaz, a Gazprom Neft upstream subsidiary, is already operating.

Subsurface resource agency Rosnedra approved issuance of the licenses to Noyabrskneftegaz at the end of December.

The licenses are to geological study of horizons at the Umseisky, Yuzhno-Purpeisky and Sugmutsky sections.

All three blocks are in Yamalo-Nenets autonomous district.

TNK-BP investment in Kovykta reaches $1 bln
MOSCOW. (Interfax) - TNK-BP has invested a total of $1 billion in development of the huge Kovykta gas condensate field, Viktor Vekselberg, the company's executive director for gas development, said in an interview with the newspaper Vedomosti on January 24.

TNK-BP's investment in the field is the main basis for valuing the asset, he said. "For that reason Gazprom hired auditors who are now checking though every document," said Vekselberg, who is head of the Renova group.

"We invested about $1 billion in the field. At the moment the deal was signed, it was valued at $700 million-$900 million, but another six months have passed, and we have invested nearly $200 million more," he said.

TNK-BP and Gazprom have no principle disagreements, he said. "I hope that in the coming month we will close the deal," he said.

The catalyst for selling Gazprom a controlling stake in RUSIA Petroleum, which holds the license to the field, was the gas export law passed last year, which names Gazprom as the monopoly exporter of gas from Russia. "Kovykta is only effective when tied to the Chinese market. That is why we sold the RUSIA Petroleum stake. If we made the project strictly a regional one, we could only produce 4 billion cubic meters a year, maximum 10 billion cubic meters. But the field will support production of 40 billion cubic meters a year. The field has to be oriented on export and without Gazprom it is not feasible to develop," he said.

TNK-BP has also proposed formation of a joint venture from Rospan. "Gazprom is examining the proposal. It has another six months to prepare an answer for us. I am practically certain that the response will be positive, because it is economically viable. An appraiser is currently estimating the value of the deal. But I think Rospan is worth about $2.5 billion-$3 billion," he said.

Meanwhile, a moratorium on sale of the Russian-held stakes in TNK-BP expired at year-end 2007.

Asked whether Gazprom had interest in acquiring those stakes, Vekselberg said: "We haven't received any proposals from Gazprom, neither verbal nor written. No talks are underway. Our partners, as far as I know, are also not considering withdrawing from TNK-BP.

Vekselberg denied information that such talks are underway with Rosneft. "I don't know anything about that, but I hope that if it were so, I would know," he said.

Vekselberg said the Russian-held stake in TNK-BP was worth "$60 billion at a minimum, based on the capitalization."

"No one is offering us that kind of money," he added.

"It is a successful business with a good yield, with a clear growth strategy for a minimum of five years. Why would anyone get out? And where would the money be invested? And our price expectations are higher than any possible market proposal. It's another matter that further consolidation [of assets in TNK-BP, in which Gazprom participates] might be spoken about. But all sides must be brought into that, including BP. The British, as far as I know, are not chomping at the bit for that," he said.

Vekselberg is happy with the current shareholder structure, in which all of the Russian shareholders have minority stakes. "I am all for alliances and partnerships. That makes companies more stable than mono-companies, more dynamic, stronger. For example Renova and Alfa Group are absolutely different, but that is what helps us to come to the right decisions at TNK-BP," he said.

TNK-BP expects another static year in Russia
LONDON. (Interfax) - BP's oil production in Russia, which accounts for a quarter of the UK group's global output, will stagnate for a second consecutive year in 2008, Robert Dudley, chairman of TNK-BP, the Anglo-Russian joint venture, told The Financial Times on January 24.

However, Dudley predicted growth of about 100,000 barrels of oil a day from 2009, when a number of new projects will be completed, from this year's level of 1.8 million, Dudley told the FT.

In spite of the wrangling over the giant Kovykta gas condensate field in Russia's Irkutsk region, estimated to contain 1.9 trillion cubic meters of gas, Dudley said his company had been able to operate well during 2007, the FT reported. He also dismissed worries that the Russian government could replace the joint venture's Russian partners, the paper said. "There are rumors that we will have a new state partner. If it does happen, I don't think it will change that much," Dudley told the FT.

Russian gas monopoly Gazprom and TNK-BP in July last year signed a deal to form a strategic alliance for long-term investment in joint energy projects and involving asset swaps in Russia and other countries.

Dudley told the FT that he expected the deal to sell the Kovykta stake to be concluded in the first quarter, although TNK-BP's option to reacquire a 25 per cent stake could depend on the outcome of separate negotiations on joint ventures between it, Gazprom and BP.

Dudley told the FT the three companies were looking at pooling some $3 billion in assets, with TNK-BP injecting the Rospan Siberian gas business and some associated gas assets, as well as greenfield oil interests. Dudley told the FT it was likely that the companies would agree a series of joint ventures where certain assets were controlled by different parties, rather than one global entity, and that he expected the development of the joint ventures to be clarified during 2008.

TNK-BP will sell 62.9% of Rusia Petroleum, which holds the Kovykta license, and 50% of regional gasification company East Siberian Gas Company to Gazprom under the agreement signed last July.

Surgutneftegas receives license to Severo-Talakanskoye field
MOSCOW. (Interfax) - Surgutneftegas has received the license to explore and produce hydrocarbons at the Severo-Talakanskoye field in Yakutia.

Russian subsurface resource agency Rosnedra issued the license in mid-January in line with the law on deposits, which stipulates that a company that discovers a field through exploration at its own expense is entitled to the resource use license, the agency reported on January 29.

Surgutneftegas holds the license to the Talakanskoye field, which holds 124 million tonnes of oil and 47 billion cubic meters of gas. The oil will be used to supply the Eastern Siberia-Pacific Ocean pipeline. Surgutneftegas is also exploring the Talakan area. General Director Vladimir Bogdanov reported in October 2007 that the company had discovered a gas field and had submitted documents on two oil fields, Severo-Talakanskoye and Vostochno-Alinskoye.

Slavneft oil production down 10.3% in 2007, refining down 0.3%

MOSCOW. (Interfax) - Slavneft enterprises produced 20.9 million tonnes of oil in 2007, down 10.3% from 2006, the company said on January 29

"Production dropped due to a number of factors, chiefly the overall depletion of the fields and high water cut," the press release says.

Gas production increased 0.3% to 928.3 million cubic meters.

The company drilled 866,700 meters at its fields in the past year, up 33.5% from 2006, and completed 235 new wells, 26% more.

"Slavneft plans to stabilize production by increasing the amount of geological-technical measures, through more intensive application of a number of promising technologies, and through improvement of the system for maintaining reservoir pressure and of oil yield methods," the press release says.

Oil refining declined 0.3% to 23.4 million tonnes last year. Slavneft-Yaroslavlnefteorgsintez (YANOS) and Mozyr Oil Refinery (Belarus) posted refining increases of 0.3% and 0.8% respectively.

Production was up 1% for gasoline to 4.35 million tonnes, including up 7.9% to 2.29 million tonnes at YANOS and down 5.7% to 2.06 million tonnes at the Mozyr refinery, due to scheduled maintenance of the catalytic cracker.

Tatneft ups revenue 13.9% in 2007
KAZAN. (Interfax) - Revenue at Tatneft increased 13.9% to 198.265 billion rubles in 2007 according to preliminary data, Tatneftekhiminvest Holding, which coordinates enterprises in Tatarstan's oil and gas sector, told Interfax on January 28.

Pretax profit increased 27.4% to 64.376 billion rubles. The pretax profit margin was 32.5%.

Tatneftekhiminvest Holding declined to report a net profit figure for Tatneft.

Oil production at Tatneft increased 1.3% in 2007 to 25.741 million tonnes.

Udmurtneft can send more than 3 bln rubles for interim dividends
MOSCOW. (Interfax) - Udmurtneft's Board of Directors has decided to call an extraordinary general shareholders' meeting via electronic telecommunications on February 29 concerning the payment of dividends, the company said in a statement on January 28.

The company is planning to send 3,102,951,300 rubles for interim dividends, that is 871.11 rubles on each preferred and ordinary share with a par value of one ruble, Udmurtneft told the Oil News Agency.

"This is a further distribution of profit for 2006," the company said.

The shareholders will also consider changes and amendments to the company's by-laws.

A list of persons entitled to attend the meeting was made on January 24, 2008.

It was reported that at the annual meeting on May 25, 2007, Udmurtneft shareholders decided to pay dividends for 2006 only on preferred shares in the amount of 219.43 rubles per share, in total 195,406,145.31 rubles, the company said in the statement. With interim dividends paid out for the first quarter of 2006 in the amount of 470.7 rubles on all types of shares (1,676,664,466.2 rubles), the total amount of all dividends paid for 2006 was 1,872,070,611.51 rubles.

In 2006, Rosneft and the Chinese oil chemical corporation Sinopec became Udmurtneft shareholders. On July 3, 2006, Sinopec acquired 96.9% shares of Udmurtneft from TNK-BP at approximately $3.5 billion. Under an option agreement with Sinopec, Rosneft was to receive 51% of Udmurtneft shares.

Udmurneft's authorized capital is 3,562,066 rubles and is divided into 2,671,549 ordinary and 890,517 preferred shares.

Imperial Energy ups hydrocarbon reserves 229% in 2007
MOSCOW. (Interfax) - Imperial Energy Plc, a UK oil company with operations in Russia, increased Russian registered hydrocarbon reserves 229% to 372 million barrels of oil equivalent (about 51 million tonnes), the company said in a press release on January 25.

The current Russian registered reserves of 372 million barrels represent 46% of Imperial's current reported total 2P SPE reserves of 802 million bbl, the press release says. Imperial is confident that testing to be performed this year will bring the former number into line with the latter.

The reserve increases came mainly at five fields: Snezhnoye, Maiskoye, North Festivalnoye, Vodorazdelnoye and Tamratskoye. Russian C1 and C2 hydrocarbon reserves grew by 428% at Snezhnoye to 83.7 million bbl from 15.8 million bbl and by 52% at Maiskoye to 88.8 million bbl, the press release says.

Russia first registered reserves at North Festivalnoye, Vodorazdelnoye and Tamratskoye last year. Imperial's C1 and C2 reserves amount to 58.8 million bbl of oil equivalent at North Festivalnoye, 22.3 million bbl at Vodorazdelnoye and 23.6 million bbl at Tamratskoye.

It was reported earlier that in April 2007 Russian natural resources watchdog Rosprirodnadzor accused Imperial Energy and international reserves auditor DeGolyer&MacNaughton (D&M) of artificially inflating Imperial's SPE reserves. Rosprirodnadzor charged that reserves had been inflated by 400%-800% at some sections, and the agency formed a working group to investigate the matter. Later Rosprirodnadzor notified the Securities Commission at the London Stock Exchange of the discrepancies, as well as the commission that makes decisions on revoking licenses at subsurface resource agency Rosnedra.

Urals Energy to complete developing Dulisma by 2009, up stake in Taas-Yuriakh Neftegazdobycha
LONDON. (Interfax) - Cyprus-based Urals Energy, whose oil and gas assets are located in Russia, plans to complete the construction of infrastructure at the Dulisma oil and gas condensate field in Irkutsk region before the end of 2008, the company said on January 23.

Urals Energy signed deals to build a central facility for oil preparation with an annual capacity of 1.5 million tonnes, as well as an oil collector and a pipeline reaching the East Siberia - Pacific Ocean trunk pipeline. The contract is estimated at $60 million. A second drilling rig is to be brought to the Dulisma field in late April.

The Dulisma field produces 800 barrels of oil per day. The company plans to extract 30,000 barrels daily by 2011. Dulisma oil is expected to be pumped into the ESPO pipeline from the first half of 2009.

Urals Energy and Gazprom last year signed a memorandum of cooperation in the gasification of the Irkutsk region under a general regional plan for gas supplies and gasification. Urals Energy is in charge of preparing and commissioning the field in 2008-09. With its affiliated and dependent companies Urals Energy will provide natural gas from Dulisma to Gazprom.

The company plans to invest some $395 million in the first and second phases of the Dulisma project to last for more than 14 years. Of this sum, about $115 million is to be put into the construction of a pipeline that will be linked to the ESPO.

Twenty cluster sites with five to eight injection wells are to be built as the field is being developed. Also, a 15-megawatt power plant using local gas is to be erected.

The license to use the subsoil resources of the Dulisma oil and gas condensate field is held by the Dulisma Oil Company, Urals Energy's 100% subsidiary. DeGolyer & MacNaughton estimates the proven and possible reserves of the Dulisma field at 96 million barrels of oil, 332 million barrels of gas and 46 million barrels of condensate.

Urals Energy boosts stake in Taas-Yuriakh Neftegazdobycha to 35%

The company has also increased its stake in Taas-Yuriakh Neftegazdobycha to 35.3% by exercising an option to purchase 3% of shares from Cyprus-registered Finfund Limited, Urals Energy said on January 24.

Urals Energy paid $50 million for the stake. It retains an option to acquire a further 4.2% in Taas-Yuriakh in January 2009.

Taas-Yuriakh holds the production license to the Sredne-Botuobbinskoye oil and gas condensate field in Yakutia, as well as the hydrocarbon exploration and production license to the adjacent Kurugunsky block. Urals Energy noted that the purchase will increase its production capacity eight times, to 75,000 barrels per day by 2013. The company's 2P reserves will more than double to 272 million barrels.

Eni eyes licenses in Krasnoyarsk territory
KRASNOYARSK/MOSCOW. (Interfax) - Russia-based LLC Eni Energy, which is a member of Italy's Eni Group, and Russia-based CJSC Pacific Oil Resources have applied to bid at a February 23 auction for the rights to the Olenchiminsky hydrocarbons property in the Krasnoyarsk territory, Yury Filippov, deputy head of Krasnoyarsknedra, the territory's branch of subsurface resources agency Rosnedra, told Interfax on January 29.

Eni Energy also applied to bid for the Tanachinsky and Moktakonsky hydrocarbon blocks. But those auctions, which were also scheduled for February 23, will not take place because Eni Energy was the only company to apply.

An Eni representative confirmed that Eni Energy is a subsidiary.

"The decision to bid in the auction has still not been made. The company applied to bid in order to receive more detailed information on the block. A decision to bid will only be made after careful study of the data," the Eni official said.

The Olenchiminsky block holds 43 million tonnes of D1 oil reserves and 121 billion cubic meters of gas. It is located in the northern Yenisei district. The Olenchiminskoye rise has been identified at the block and one surveying well has been drilled. It has yet to produce oil or gas flows.

The Tanachinsky block holds 25 million tonnes of D1 oil reserves and 28 billion cubic meters of gas. The starting price is 80 million rubles. The block is in the Turukhansky district of the region. The block has nine wells, three of which have provided free gas and condensate flows.

The Moktakonsky block holds 34 billion cubic meters of D1 gas reserves and 30 million tonnes of oil. The starting price is 50 million rubles. The block in the Turukhansky district has three possible rises and seven surveying wells. One of the wells has produced oil flows and one has produced gas flows.

Rosnedra had previously announced auctions on those blocks to be held December 18. However, the auctions were canceled when no applications to bid were received.

The licenses are for 25 years including a five-year geological exploration period.

Sintez group to enter Libya’s oil services market
MOSCOW. (Interfax) - Negusneft, a division of Russia's Sintez group, registered a branch in Libya in order to bid in tenders for the development of onshore and offshore hydrocarbon deposits, as well as to provide oil field services, the company said in a press release.

This is Sintez's second branch in Tripoli. Another unit of the group, Sintezneftegaz, opened a division in Libya in the fall of 2007.

A Sintez spokesman told Interfax that the second branch would expand the group's opportunities on the country's oil and gas market.

Sintezneftegaz is expected to focus exclusively on exploration and production, while Negusneft is considering forming a joint venture in the area of oil services with a Libyan firm. Under Libyan law, foreign companies can only provide services as part of a joint venture with a local company.

Sintez does not currently hold any licenses to develop fields in Libya, but it plans to begin working in the region very soon.

Negusneft is developing the Varyngskoye deposit in the Khanty Mansiisk Autonomous District.

The Sintez group also includes Arcticshelfneftegaz, which develops sections of the Barents Sea shelf; Sintez Petroleum, a refiner and distributor; Nizhnevartovsk Well Repairs; and Sibirtransservis, which provides transportation services.

VenBelNeft may produce up to 7 mln tonnes of oil in 2012 - Semashko
MOGILEV. (Interfax) - Belarusian-Venezuelan joint venture VenBelNeft may increase oil production at fields in Venezuela to as much as 7 million tonnes in 2012 from 2 million tonnes in 2008, First Deputy Prime Minister Vladimir Semashko said at a Cabinet meeting in Mogilev on January 29.

"Oil production is targeted at 2 million tonnes in 2008. Taking into account the promising exploration work, there is a chance to raise it to 7 million tonnes a year in 2012," Semashko said.

"It's one thing to extract the oil, it's another to deliver it, if that is needed," he said. "That would require defining transport routes, resolving issues concerning ports in the Baltic, pipelines," he said.

It was reported earlier that VenBelNeft might produce roughly 7.3 million tonnes of oil in Venezuela in the 2008-2012 period, according to the production forecast contained in the operations program prepared by the Belarusian partner in the venture, Belorusneft.

Belorusneft has a 40% interest in the venture, which was formed in December 2007 with Venezuela's Petroleos de Venezuela SA (PdVSA).

KazMunaiGas Exploration Production seeks dialogue with the government
ALMATY. (Interfax) - KazMunaiGas Exploration Production (KMG EP, a subsidiary of the national oil and gas company KazMunaiGas) is taking steps to build dialogue with the government on the issues of taxation.

"KMG EP intends to take appropriate steps to have a constructive dialogue with the Government in order to work out a stable and fair tax and customs regime that would support the successful development of the Company in the interest of all its stakeholders," the company said on January 30.

The company issued the statement in response to the proposal voiced by the Kazakh Ministry of Energy and Mineral Resources on January 29 about the need to impose oil export duties starting from January 1, 2009 on subsoil users, who are not enjoying a stable tax regime under their contracts.

"Letting taxation and other aspects of regulation of the oil industry is the State's prerogative and KMG EP will fully comply with all applicable laws and regulations," the company said.

Currently the Company is accruing and making tax and other mandatory payments to the Kazakh State in accordance with its existing exploration and production contracts. The Government has made no decision so far this year to change any tax and customs terms as compared to those effective in 2007.

"Should an export duty be introduced, it is understood that it would not be applicable to the contracts which explicitly provide for the stability of its customs terms. In particular, the Company believes that contracts held by Kazgermunai and Karazhanbasmunai (each 50% owned by KMG EP) have customs stability in addition to tax stability. The core assets of KMG EP, including Uzen field, are operated under contracts that do not explicitly stipulate stability of customs payments. Nevertheless, applicability of export duties that would change the balance of economic interests between the State and the subsoil user requires legal examination and the Company intends to seek legal advice on this matter in the near future," according to the press release.

The main taxes currently paid by KMG EP include royalties, corporate income tax, excess profit tax and a number of other taxes stipulated in the exploration and production contracts held by the Company. According to Kazakh law, tax terms of the contracts signed before January 1, 2004, are stabilized. The tax terms of such contracts can only be changed by mutual consent of the oil company and the State. All current production of KMG EP as well as Kazgermunai and Karazhanbasmunai is performed based on pre-2004 contracts that enjoy such tax stability.

Monitoring of gas flaring operations in Kazakhstan to continue
ASTANA. (Interfax) - Kazakh Environmental Minister Nurlan Iskakov says that the monitoring of gas flaring operations should continue this year.

"Iskakov stressed that the monitoring of the subsoil users' programs for utilization of associated and natural gas should continue and a special report should be presented to the committee at the end of the year," the Environmental Ministry said in a press release issued on Thursday after a meeting of the committee for environment quality improvement.

According to the release, the meeting "supported a suggestion to toughen control over the programs and stop gas flaring altogether in the end."

The committee says that the amount of flared gas is decreasing.

Last year the working group inspected 23 oil and gas companies operating in Aktobe region (west Kazakhstan).

Mazeikiu Nafta cuts investment program 25%

VILNIUS. (Interfax) - Lithuanian oil holding company Mazeikiu Nafta (MN), which is managed by Polish concern PKN Orlen, plans to reduce investment 25% to $300 million from $400 million, MN General Director Marekas Mroczkowskis told the Polish agency PAP on January 24.

The program has been cut because a project to lay an oil pipeline that would link the Mazeikiu refinery to the Butinge terminal or with the Klaipedos terminal is being postponed. A route for the pipeline has not yet been chosen.

As reported earlier, Mazeikiu Nafta submitted an oil product pipeline construction project to the Polish Economy Ministry. The plan has two possible routes - from Mazeikiu refinery to Butinge or to Klaipedos.

Mazeikiu Nafta exports over 70% of its production to Western Europe, the United States, Canada and other countries. Oil products are currently delivered to the terminal in Klaipedos by rail. Company exports accounted for a quarter of all Lithuania's exports in 2006.

OIL REFINING
Rosneft, VEB agree financing structure for Tuapse refinery modernization
DAVOS. (Interfax) - Russia's Bank for Development and Foreign Economic Affairs (Vnesheconombank) (VEB) and Rosneft are agreeing the financing structure for modernization of the Tuapse Oil Refinery, VEB CEO Vladimir Dmitriev told Interfax on January 24.

"Rosneft and the Bank for Development are strategic partners in this project. We are now engaged in structuring the financing," he said.

The financing might be a direct loan from VEB or some alternative arrangement, he said.

The refinery project is expected to cost about $2 billion. That sum includes both the modernization costs and investment in infrastructure, particularly rail infrastructure.

It was reported earlier that the modernization will triple capacity at the refinery, to 12 million tonnes of crude a year from 4 million tonnes. The project is scheduled for completion by 2010.

When the project is completed the refinery's the hydrofining unit will have capacity for 3.6 million tonnes, the catalytic reformer for 1.5 million tonnes and the isomerization unit for 800,000 tonnes. Gasoline production is targeted at 1.3 million tonnes a year, diesel production will rise to 6.5 million tonnes (from 1.3 million tonnes currently), and naphtha production will rise to 2.5 million tonnes (500,000 tonnes). The project will also put an end to fuel oil production, which currently amounts to 1.8 million tonnes a year.

The refinery will meet the most up-to-date technological and environmental standards, with a product yield from crude no less than 95%. Output will meet Euro-4 and -5 standards.

Tatarstan’s petrochemicals sector raises output 6% in 2007
KAZAN. (Interfax) - Petrochemical and gas chemical enterprises in Tatarstan increased production in constant prices by 6% in 2007, Tatneftekhiminvest Holding general director Rafinat Yarullin said at a company board meeting on January 28.

The holding coordinates the operations of Tatarstan's enterprises in this sector.

Chemical and petrochemical enterprises increased production by 13.4%, the highest figure in six years, Yarullin said.

The sector increased sales by 18% to 365 billion rubles in 2007, while combined pretax profit grew 36% to 79 billion rubles.

The growth was driven by the Tatneft and TAIF groups, Yarullin said.

The Tatneft group had revenue of 207 billion rubles and pretax profit of 70 billion rubles, respectively 57% and 89% of the total in the petrochemical and gas chemical sector. The TAIF group had revenue of 145 billion rubles and pretax profit of more than 14 billion rubles, or respectively 40% and 18% of the total.

Tatneft petrochemical output up 14.6% in 2007
KAZAN. (Interfax) - The petrochemical arm of Russian oil company Tatneft increased commercial output 14.6% in 2007 to 24.4 billion rubles, the company reported on January 30.

Tatneft expects the business will generate a pretax profit of 1.8 billion rubles compared with 197 million rubles in 2006.

Tatneft-Neftekhim, a management company formed by Tatneft in July 2002, includes eight companies: Nizhnekamskshina, Nizhnekamsk Technical Carbon Plant, Nizhnekamsk Mechanical Plant, Tatneft-Neftekhim Oil, Tatneft-Neftekhimsnab, Trade House KAMA, Yarpolymermash-Tatneft and Yefremovsky Synthetic Rubber Plant.

Kazanorgsintez to continue refining on processing basis in Q1
KAZAN. Jan 25 (Interfax) - Kazanorgsintez will continue refining ethane supplied by SIBUR on a processing basis in the first quarter, the company told Interfax.

Kazanorgsintez has extended its agreement with SIBUR, a company in the Gazprom group, under which 50% of the ethane is supplied on a purchase-sale basis and 50% on a give-and-take basis.

The new terms prescribed by the Federal Antimonopoly Service (FAS) cannot be applied yet because Gazprom is appealing the decision.

The FAS determined that Gazprom broke competition law when selling gas to Kazanorgsintez.

Kazanorgsintez had complained of violations by SIBUR Holding, Gazprom and Orenburggazprom. The company claimed that Gazprom had, without reason, refused to sign a purchase-sale agreement for ethane, and had forced Kazanorgsintez into an agreement to produce polyethylene from ethane in 2007.

It was reported in March that Orenburggazprom halted ethane deliveries to Kazanorgsintez because the petrochemical concern refused to refine the ethane on a processing basis under an agreement signed at the end of 2006. The minimum ethane shipments were planned at 253,000 tonnes in 2007, including 126,500 tonnes to be sold and the rest to be refined. The company received 30,000 tonnes of ethane in January, including 12,500 tonnes for sale and 17,500 tonnes for processing. Kazanorgsintez in February refused to meet the terms of the agreement and said it could refine only 12,000 tonnes per year for SIBUR.

Kazanorgsintez is a leading producer of polyethylene and polyethylene pipe, supplying one-third of Russian demand.

Ukrnafta ups gas product sales 1.8%

KYIV. (Interfax-Ukraine) - Ukrainian oil producer Ukrnafta increased sales and supplies of gas processing products 1.8% in 2007 to 434,700 tonnes, the company reported on January 24.

Sales of light fractions (stable natural gasoline) dropped 0.5% to 266,600 tonnes, while sales of liquefied gas grew 5.6% to 170,800 tonnes.

Ukrnafta sold 3.5% more oil with gas condensate to 3 million tonnes.

Sales of gas processing products increased 7.8% in 2006 to 429,700 tonnes.

Naftogaz owns 50% plus one share in Ukrnafta.

PKN Orlen's Lithuanian refinery expects delays in 2008 investments
WARSAW. (Interfax) - Top Polish fuel firm PKN Orlen's Lithuanian refinery, Mazeikiu Nafta, is still planning to invest a total USD 400 million in enlarging the facility this year, however, due to delays related to the construction of a product pipeline some of this year's investments may be postponed until 2009, Mazeikiu Nafta spokesman Jacek Komar told Interfax on January 23.

"We maintain our plans to invest USD 400 million in 2008," Komar said. "This amount includes construction of the product pipeline, as well as modernization of the refinery and construction of new installations, such as a hydrogen production installation, but since there is a delay in implementation of the product pipeline project some of these funds may be invested in 2009."

Komar added that the level of postponed investments will depend on implementation of the product pipeline project.

"The level of postponed investment will depend on when we start to build the pipeline," he said.

Mazeikiu Nafta had planned to be able to submit all required documentation to the Lithuanian authorities for approval of the pipeline in February - but because its does not have all the necessary permits, the refinery estimates it may delay the project by weeks or even months.

"It is hard to say when we will get these permits, so it is also hard to say when we will submit the documents," Komar said. "It may take weeks, or even months. So it is hard to tell now when the construction of the pipeline will begin."

In late November 2007 PKN Orlen's CEO Piotr Kownacki said that the total cost of the product pipeline construction would amount to EUR 100 million. The pipeline would be built to either the Lithuanian sea port Klaipedos, or to the Butinge terminal.

Kownacki said that the transport capacity of the pipeline would amount to several million tonnes annually.

OIL TRANSPORTATION & EXPORTS
Yuganskneftegaz to increase spending on pipeline repairs by 67% in 2008
MOSCOW. (Interfax) - Rosneft subsidiary RN-Yuganskneftegaz plans to put 2.5 billion rubles into the reconstruction of pipelines in 2008, 67% more than in 2007, Russia's industrial safety and nuclear watchdog Rostekhnadzor said in a statement on January 24.

The reconstruction is expected to lower the risk of pipeline accidents, it said.

Rostekhnadzor also said that RN-Yuganskneftegaz put into service in 2007 an oil sludge processing facility with a handling capacity of up to 90 cubic meters per day. The new technology will also be applied at the Priobskoye field and, in the future, in all regions where the company is operating.

Earlier reports said that, Rostekhandzor's Urals territorial department claimed RN-Yuganskneftegaz did not comply with nature conservation requirements.

The company failed to provide a report on how it exercises industrial and environmental control. It did not produce a plan of measures to amend violations of the nature conservation legislation at the Priobskoye field, either. "No compensation payments were made for the damage done to the natural environment," the statement says.

Rostekhnadzor urged the company management to draft an environmental safety program, submit a plan of training for the company's management and personnel in environmental safety standards, repay the claims filed, and obtain a license to deal with hazardous wastes and all other documents required for operations.

Several major oil spills were registered by the environmental watchdog Rosprirodnadzor last year in the territory where the company is operating.

Rostekhnadzor said on Thursday that it was satisfied with the work the company has done to neutralize the damage caused to environment.

East Siberian Railways reduces oil transit to China by 12.4%

IRKUTSK. (Interfax) - East Siberian Railways, a Russian Railways (RZD) subsidiary, transported 8,992,000 tonnes of oil to China in 2007, or 12.4% less than in 2006, East Siberian Railways said on January 24.

East Siberian Railways transported 8,942,000 tonnes of crude oil via the border station Zabaikalsk, or 0.5% more than in 2006.

It transported 50,000 tonnes of crude oil via the Naushki border crossing in 2007, or 27.4 times less than in 2006.

According to earlier reports, East Siberian Railways stopped to transport oil to China via Naushki in April 2007. Earlier oil was supplied to China via Naushki by Yukos.

In 2007, East Siberian Railways planned to transport to China 10.5 million tonnes of oil, exceeding the 2006 level by 3%.

The company will supply the same amount of crude to China this year.

Kazakh-Chinese pipeline projects must be on schedule - Hu
BEIJING. (Interfax) - The second segment of the Kazakhstan-China oil pipeline and the new gas pipeline must be completed on schedule, Chinese President Hu Jintao told Kazakh Senate Speaker Kasym-Zhomart Tokayev in Beijing on January 24.

"We must complete the construction of the second segment of the oil pipeline and the gas pipeline from Kazakhstan to China on time," he said.

China and Kazakhstan should also intensify cooperation in non-energy industries, he said. "We attribute large significance to that," Hu said.

"Bilateral trade is growing constantly," and the trade target of $10 billion by 2010 defined by the two chiefs of state has been achieved, he said. In fact, trade exceeded $14 billion last year, which was 66 percent more than in 2006.

The parliament delegation led by Tokayev is paying an official visit to China.

The first segment of the oil pipeline, Atasu-Alashankou, was built in December 2005. About 400,000 tonnes of crude were pumped into the pipeline in January-May 2006. The deliveries started in the second half of July 2006.

The pipeline is 962.2 kilometers long and has the diameter of 813 millimeters. Its annual capacity is 10 million tonnes of crude, but the supplies may double in the future, as the second segment, the 750-kilometer Kenkiyak-Kumkol line, is launched.

The pipeline is carrying crude from the Kumkol field in the Kyzyl-Orda southern region of Kazakhstan. It is also possible to supply crude from western regions, and Atasu has a special facility for unloading crude from trains and sending it down to Alashankou.

The Atyrau-Kenkiyak line was ready in spring 2003. In the future, it will become a component of the Kazakh-Chinese pipeline.

The construction of the Kenkiyak-Kumkol line began in the Aktyubinsk region of Kazakhstan last December.

It will be 761 kilometers long, have a diameter of 813 millimeters and the annual capacity of 10 million tonnes. The project costs 121.3 billion tenge (the current exchange rate is 120.26 tenge to the dollar).

The pipeline must be ready in October 2009.

It will go through the Aktyubinsk, Kyzyl-Orda and Karaganda regions.

The Kazakhstan-China Pipeline company, is a joint venture between KazTransOil (KazMunayGas subsidiary) and the China National Oil and Gas Exploration and Development Corporation (CNODC).

The gas pipeline project will be implemented in two steps. Initially, the pipeline will be laid from the Uzbek-Kazakh border to the Kazakh-Chinese border via Shymkent.

It will have an annual capacity of 40 billion cubic meters, a length of 1,333 kilometers and a diameter of 1,024/1,067 millimeters. The work will be done in 2008-2009.

The second line, Beineu-Bozoi-Kyzyl-Orda-Shymkent, will have an annual capacity of 10 billion cubic meters, a length of 1,480 kilometers and a diameter of 1,016 millimeters. The line will be built if it is found economically expedient.

Kazakh, U.S. officials discuss Kazakh oil transportation
ASTANA. (Interfax) - Kazakhstan's State Secretary Kanat Saudbayev and U.S. Senior Advisor for Caspian Basin Energy Diplomacy Steven Mann have discussed the current and future cooperation between the two countries on oil and gas production and transportation, the president's press service said.

"The parties stressed the importance of the recent resolution concerning the future development of the Kashagan oilfield, which will enable to ensure efficient implementation of its development plan and to start oil production by 2011. Along with Kazakhstan's plans to increase oil production at its other large oilfields, this highlights the need to build new pipelines for exporting Kazakh oil," the press statement said.

"The meeting focused on the prospects for expanding the KTK (Caspian Pipeline Consortium) pipeline, Kazakhstan's participation in the Burgas-Alexandroupolis pipeline project, the creation of the Kazakh Caspian transportation system and the development of alternative hydrocarbon transportation projects," the document said.

"President Nursultan Nazarbayev attaches great importance to the expansion of the multi-optional system of export pipelines for Kazakhstan hydrocarbons, seeing it as a crucial factor in ensuring the success of both the energy sector and the country's economy as a whole. We are willing to continue our active cooperation and dialogue with the U.S. in order to increase our energy supplies to world markets," Saudabayev said.

Mazeikiu Nafta plans to invest $100 mln in pipeline construction
VILNIUS. (Interfax) - Lithuania's Mazeikiu Nafta (MN), which is controlled by Poland's PKN Orlen, plans to allocated about $100 million to build a pipeline to transport refined product from the Mazeikiu Nafta refinery, PKN Orlen spokesman David Piekarz told the PAP news agency on January 28.

PKN Orlen would like to lay a branch to Klaipeda rather than Butinge, he said.

"The decision on the route for the pipeline has still not been made. The first option [to Klaipeda] would be a priority for us, but everything will depend on whether the project is approved by the authorities in the region through which the pipeline will pass," Piekarz said.

MN submitted two options for the pipeline project to the Economics Ministry last December: Mazeikiai-Butinge and Mazeikiai-Klaipeda.

MN earlier announced that it would build the pipeline to the terminal at Butinge and expand the terminal's transshipment and storage capacity.

The company supplies markets in Lithuania, Latvia, Estonia and Poland.

MN includes the Mazeikiu refinery, the oil terminal at Butinge and the oil pipeline system.

GAS COMPANIES
Gazprom interested in proposed floating nuclear power plants
NIZHNY NOVGOROD. (Interfax) - Russian natural gas monopoly Gazprom has reaffirmed its interest in a proposal to build floating nuclear power plants to supply electricity for gas fields on the Yamal peninsula and in other Russian Arctic regions.

Despite possessing huge gas resources, Gazprom needs "to look for sources of heat and electricity that do not require large volumes of gas and hydrocarbons to be burned," one of Gazprom's senior managers, Bogdan Budzulyak, told reporters on January 23.

Budzulyak was speaking after a meeting with the Afrikantov engineering design bureau, one of the leading enterprises in Russia's nuclear industry.

Budzulyak said that, under a general agreement between Gazprom and the Russian Federal Atomic Energy Agency, a working group is to be set up to work on the floating nuclear power plants proposal.

Gazprom invited to participate in privatization of Kyrgyz gas infrastructure
MOSCOW. (Interfax) - Kyrgyzstan has officially invited Gazprom to participate in the privatization of Kyrgyzgaz scheduled for the second half of 2008, Prime Minister Igor Chudinov told Interfax on January 29.

Gazprom is not being offered the state stake in Kyrgyzgaz, Chudinov said. "That issue has not been discussed. We haven't proposed that Gazprom buy the 86% stake in Kyrgyzgaz. We view Gazprom as a strategic partner, as an organization that has weight on this market," he said.

Substantial investment will be required to increase oil and gas production in Kyrgyzstan, Chudinov said. "In order to attract a strategic investor, management of state property must be improved," he said.

Chudinov noted that the joint venture discussed earlier with Gazprom had never been formed. "We are trying to make things simpler. Earlier we wanted to form a joint venture, and now we want to go the privatization tender route. Why not? It's more transparent and more comprehensible," he said.

Chudinov expressed the hope that Gazprom would receive licenses in February to develop gas at fields in southern Kyrgyzstan, where the government plans to produce up to 330 million cubic meters a year. In addition, Gazprom has expressed interest in restoring the Mailusuu gas storage facility in Jalal-Abad region. "If they restore it, there are reserves there, we will be able to regulate domestic gas consumption to a degree," he said.

Gazprom is ready to invest "a huge amount" in these projects, he said.

In mid-January last year Economic Development and Trade Minister Akylbek Zhaparov reported that Gazprom was ready to invest $300 million in development of oil and gas in Kyrgyzstan's south.

After that meeting, Chudinov told journalists that the state would float 10% of shares at a minimum in Kyrgyzgaz, Kyrgyztelecom, Manas International Airport, Electric Stations and National Electricity Grid of Kyrgyzstan, in which the state owns 86% stakes. "The state will lose nothing if it only has 76% in the equity of those enterprises," he said.

It was reported earlier that Kyrgyzstan and Gazprom signed a memorandum of intent in January 2006 to create a joint venture in the oil and gas sector as part of their cooperation agreement. Kyrgyzneftegaz and Kyrgyzgaz were to participate in the venture for Kyrgyzstan, each with a 25% stake

Gazprom could secure a license to explore, develop, and operate a mineral field in Kyrgyzstan in February this year, and "first field work and the prospecting of fields" will start in March, Chudinov said at a meeting with Russian Prime Minister Viktor Zubkov in Moscow on January 25.

"We are pinning great hopes on cooperation with Gazprom as regards the prospecting and production of gas at two fields in Kyrgyzstan," Chudinov said.

Chudinov also mentioned cooperation between Kyrgyzstan and Russia on the construction of the Kambarata-2 hydropower plant. Following a feasibility study on this project, Russia and Kyrgyzstan will jointly execute it, which would be instrumental in providing not only Kyrgyzstan but also the entire Central Asia with electricity, he said.

"We lack power generating facilities, and this project will contribute to the development of power supplies not only in Kyrgyzstan but also in the region as a whole," Chudinov said.

CNPC wants to buy Gazprom gas at European prices, step up exploration with Rosneft
MOSCOW. (Interfax) - The China National Petroleum Corporation (CNPC) would like to treat the price at which Gazprom sells natural gas to Europe as a benchmark in defining a price for gas to be delivered through the Altai gas pipeline to China, a source close to negotiations between the two companies told Interfax on January 30.

"The Chinese are insisting that Gazprom proceed from the gas price for Europe at the starting period of determining the price formula," the source said.

"Chinese representatives believe that the price formula suggested by Gazprom will make gas sold to CNPC more expensive than for Europe, that is, that the price will ultimately be higher than the world price, which the Chinese corporation cannot agree with," he said.

"Chinese experts are suggesting that the fact that the Chinese market is very large and stable should be taken into account in discussing the prices" with their Russian partners, he said.

"Gazprom, as a skilled negotiator, should understand that a partner should be first accustomed to a commodity shipped to it and that the buyer's market should be expanded before increasing the price," he said.

"The Chinese are of the view that the talks between Gazprom and CNPC have reached a deadlock now. Given Gazprom's uncompromising position on the price, they doubt that the Russian company is sincerely interested in selling gas to China. On the other hand, they took notice of a remark by some Russian experts that CNPC's unwillingness to make concessions in fact signals its unwillingness to buy Russian gas," the source said.

"In this situation, the Chinese side believes it would make sense to hold a meeting at the level of the two companies' CEOs to either dispel or confirm the existing doubts and then revert to discussing details at the level of experts," he said.

"The Chinese were surprised by a report alleging that they had agreed with Turkmenistan to buy gas at $195 per 1,000 cubic meters from it," the source said.

"Chinese partners told me in a private conversation that this was a gamble by Turkmen experts, who would like to push the gas price up for Russia. In fact, China has agreed with Turkmenistan on buying gas at a significantly lower price," he said.

The Russian and Chinese companies signed a memorandum on sales of Russian gas to China in early 2006. The parties were expected to come to terms regarding the gas price and start the practical implementation of the agreement, i.e. the designing and building of the Altai gas pipeline system, by the end of 2006. However, the commercial negotiations have still not been completed. Russia said gas supplies to China would start four years after an agreement on the price is reached. It was originally assumed that gas shipments from Western Siberian fields to China would start in 2011.

Gazprom may take stake in Kazanorgsintez in H1
MOSCOW. (Interfax) - Gazprom may reach agreement to take a stake in Kazanorgsintez before the end of the first half of 2008, the prime minister of Tatarstan, Rustam Minnikhanov said on January 30.

"Partnership with Gazprom is a serious step toward developing the plant. Perhaps as early as the first-second quarter this year we may agree on Gazprom's entry into Kazanorgsintez's equity," he said.

Minnikhanov said Gazprom is a major strategic partner and its stake in Kazanorgsintez might ultimately rise to blocking.

The talks also aim to work out a program for modernization and deliveries of feedstock - ethane - to the plant. Implementation of the program will at least double output, he said.

Earlier Minnikhanov said the Kazanorgsintez's interest in integrating with Gazprom was due to the need to secure supplies of feedstock.

Gazprom and Tatarstan formed a working group in June 2007 to resolve the conflict between Gazprom and Kazanorgsintez.

The conflict began in March 2007, when Kazanorgsintez refused to accept ethane from Gazprom on a processing basis. As a result, Orenburggazprom halted deliveries to the plant.

In October the Federal Antimonopoly Service determined that Gazprom broke competition law when selling gas to Kazanorgsintez and ordered it to stop delivering gas to the plant for refining on a processing basis. Because Gazprom has appealed the decision, an interim agreement was concluded in the first quarter 2008 on the previous terms: 50% of ethane is supplied on a purchase-sale basis and 50% on a give-and-take basis.

Kazanorgsintez is a leading producer of polyethylene and polyethylene pipe, supplying one-third of Russian demand.

Telecom Management, a wholly owned subsidiary of TAIF, has a controlling stake in Kazanorgsintez. Svyazinvestneftekhim has 28.4% of shares.

Gazprom, OMV sign cooperation agreement
VIENNA. (Interfax) - Gazprom Export General Director Alexander Medvedev and OMV CEO and Executive Board Chairman Wolfgang Ruttenstorfer signed an agreement to jointly develop one of the leading European natural gas trading floors Baumgarten in Vienna on January 25.

The document envisions broader cooperation between Gazprom, which will receive a 50% stake in the Central European Gas Hub, and OMV. The two companies are to jointly use major gas storage facilities in Austria and neighboring European countries.

Medvedev praised the way Gazprom's cooperation with the Austrian company has been developing over the past 40 years and emphasized the importance of the agreement signed between the two to boost the stability of Russian gas supplies to Europe.

Ruttenstorfer described the agreements as an important step in developing bilateral cooperation.

Gazprom could bid for Belgium's Distrigas
MILAN. (Interfax) - Russia's Gazprom as well as Eni, Electricite de France, E.ON, RWE, Centrica, Gas Natural and Essent could make a bid for Belgian gas utility Distrigas, said Thomson Financial, quoting the Italian newspaper Il Sole 24 Ore on January 30.
Distrigas is owned by Suez, which is merging with Gaz de France, and regulators could demand that it be put up for sale. The sale could take place in the next few months, the paper was quoted a saying.

UES, Gazprom set up joint venture to build Unit 2 of Kaliningrad heat and power plant
MOSCOW. (Interfax) - Gazprom and Unified Energy System of Russia have set up a joint venture called OAO Mezhregionenergostroi to build Power Unit 2 of the Kaliningrad combined heat and power plant, Mezhregiongaz told Interfax on January 29

Gazprom will hold 51% of the joint venture; and UES's successor, Inter RAO UES, 49%.

Gazprom will contribute cash to the project to fund the building of Power Unit 2, and UES will contribute Power Unit 1.

The parties also agreed on long-term gas supplies to the heat and power plant, and Mezhregionenergostroi and Kaliningradregiongaz signed a deal to that end.

"Thus, the government's instruction on resolving the problem of gas supplies to the Kaliningrad heat and power plant has been fulfilled," Mezhregiongaz said.

Transdniestria owes Russia $202 mln for gas supplies
TIRASPOL. (Interfax) - Transdniestria, a breakaway republic of Moldova, owes Russia about $202 million for gas supplies, Transdniestrian Industry Minister Pyotr Stepanov said in a televised statement on January 28.

In 2007, Transdniestria consumed 1.410 million cubic meters of gas, he said.

Last year, industrial production was up 7% as compared with 2006, the minister said.

"In 2007, the Moldovan Metallurgical Plant contributed $380 million into the state budget. Industrial production has stabilized," he said.

UkrGaz-Energo’s net profit for 2007 to exceed 170 mln
KYIV. (Interfax) - The 2007 net profit of CJSC UkrGaz-Energo, which is a joint venture between Naftogaz Ukrainy and Switzerland-based RosUkrEnergo, will come to no less than 865 million hryvni (5.05 hryvni/$1 on January 28, 2008), Ihor Voronin, the chairman of the joint venture's executive board, told journalists in Kyiv on January 25.

"Net profit for the past year will definitely be no less than in 2006," he said.

Voronin was unable to specify how much natural gas UkrGaz-Energo imported to Ukraine in the whole of 2007, citing the absence of signed documentation for the reception and transport of gas in December.

UkrGaz-Energo posted 865.5 million hryvni in net profit according to Ukrainian accounting standards in 2006. The company's net revenues in 2006 from operations and services sales came to 16.277 million hryvni.

UkrGaz-Energo earlier forecast that net profit for 2007 would come to 1.175 million hryvni from more than doubling net profit from operations and services sales to 35.673 million hryvni.

The joint venture was registered in February 2006. Naftogaz Ukrainy and RosUkrEnergo both hold 50% stakes in the company.

At the start of 2006, UkrGaz-Energo signed a five-year contract with RosUkrEnergo for natural gas delivery. Since April 2006 the company has been the sole importer of natural gas to Ukraine.

UkrGaz-Energo imported around 34 billion cubic meters of natural gas in 2006, more than 14 billion cubic meters of which was supplied to end consumers while Naftogaz Ukrainy and its subsidiaries sold around 10 billion cubic meters. In addition, more than 8 billion cubic meters of natural gas imported by the company was transported to underground storage facilities in Ukraine.

The Ukrainian government approved forecast balance for natural gas import and distribution for 2007 comes more than 53 billion cubic meters.

Regal Petroleum aims to raise 80 mln pounds for gas production in Ukraine
KYIV. (Interfax) - Regal Petroleum Plc, a London-based company focused on gas production in Ukraine, is placing new shares to raise 84 million pounds (about $158.5 million) to be used primarily for the development of its Ukrainian assets.

The net proceeds from the share offering "will be used, primarily, to fund the exploitation and development of the group's Ukrainian assets and provide additional working capital to the company," Regal said in a statement for the London Stock Exchange.

The company will issue 56,440,000 shares at a price of 1.50 pounds each, which will be equivalent to 39.5% of existing issued share capital. The placement would value Regal Petroleum at 299.2 million pounds.

The shares "have been conditionally placed with institutional investors," Regal said. Trading of the new shares is expected to begin on the LSE's Alternative Investment Market on February 22, subject to shareholder approval at a general meeting on February.

Regal founder and former head Frank Timis will not participate in the new placement, so his stake in the company will be reduced to 14.3% as a result, the British press reported at the weekend.

Regal's main assets in Ukraine are the Mekhediviska, Golotovchinska and Svyrdivske gas fields, which had estimated reserves of 169.41 million barrels of oil equivalent at the end of 2006. Achieving maximum production at these fields requires drilling a large number of new wells.

The company also owns a gas processing plant with capacity for 700,000 cubic meters of gas and 200 cubic meters of condensate per day, and a pipeline connecting the plant to an export pipeline with capacity of 1.5 million cubic meters per day.

Last year, Regal held negotiations to take on an investor to develop the Ukrainian assets, and in November the company signed a preliminary agreement with Shell to sell 51% of its assets for $50 million and investment of $360 million. But the deal did not take place due to unexpected changes in Regal's management.

Emfesz cleared to buy Ukrnadraservice
BUDAPEST. (Interfax) - Ukrainian competition authorities have issued a permit allowing Ukrainian-owned Hungarian energy trader Emfesz to buy Ukrainian oil and gas production company Ukrnadraservice, Emfesz said in a statement on January 28.

"In a few months we'll begin to explore gas fields owned by Ukrnadraservice," Emfesz Managing Director Istvan Goczi was quoted in the statement. "Experts estimate that the three fields could contain natural gas totaling tens of billions of cubic meters, with the exact size of reserves to be determined by a comprehensive survey."

Ukrnadraservice extracted 12 million cubic meters of natural gas at its existing fields in 2006, while oil production amounted to 477,000 tonnes. The company's sales revenues reached UAH 14.7 million, while gross profit was UAH 3.3 million and net profit reached UAH 0.9 million.

Emfesz is the largest player on Hungary's liberalized gas market, with a market share of more than 70% among industrial and institutional gas customers, supplied from Central Asian gas imports. Emfesz is also active in electricity trading, while the company is also planning to build a 2,400 MW combined-cycle power plant in Hungary.

Emfesz is controlled by Ukrainian businessman Dmitry Firtash, who is also a major shareholder in RosUkrEnergo, a Switzerland-registered company responsible for all gas imports to Ukraine.

Uzbekistan cuts gas deliveries to Tajikistan, Kyrgyzstan to export energy
DUSHANBE. (Interfax) - Uztransgaz has cut natural gas supplies to Tajikistan by a third because of the debts of the Tajikgaz state company, Tajikgaz CEO Fathiddin Muhsiddinov said on January 24

"Tajikistan is receiving two million cubic meters of Uzbek gas daily instead of three million," he said. "This is the main reason for the disrupted gas supplies to the republic."

The sweeping limits on electric power and the almost non-existent central heating are add-on factors. Tajikistan is living through an abnormally cold winter.

Gas deliveries have dipped because of Tajikistan's current debts, Muhsiddinov said.

"We owe them $7 million. This is because the Barki Tochik state energy company owes $5 million and the Tajikcement plant owes $2.5 million to Tajikgaz," he said.

The incoming gas is distributed between industrial plants, including the debtors, the official said.

Tajikistan imported 644.7 million cubic meters of Uzbek gas worth $64.5 million in 2007. The cost of gas deliveries increased by 82.9% ($29.2 million) while the amount grew by 0.6% or 4 million cubic meters since 2006.

Last year Tajikistan produced 17.4 million cubic meters of gas, which was 12.6% less than in 2006.

Uzbekistan is the only gas supplier to Tajikistan.

Kyrgyzstan steps in

Kyrgyzstan is going to supply 11 million kilowatts per hour of energy to Tajikistan in February, Kyrgyz Prime Minister Igor Chudinov said at a meeting with Kyrgyz President Kurmanbek Bakiyev, the Kyrgyz presidential press service told Interfax.

Energy will be supplied "provided that Tajikistan will deliver 55 kilowatts per hour of energy, which be used to replenish the Toktogulsky reservoir, this April or May," the press service said.

The Tajik government asked Kyrgyzstan to help and to supply the amount of energy that Tajikistan lacked late last week.

Chudinov assured Bakiyev that electricity will be delivered to people without disruptions. "There will be no electricity shortages in the near future," Chudinov said.

The prime minister also reported to the president that the Kyrgyz "energy system bear an additional burden as a result of an unusually cold winter."

"Electricity consumption has soared following weather conditions. This resulted in automatic shutdowns of substations that are not designed for such a load," the prime minister said. "Nevertheless the work to deliver electricity to consumers all over the country was continuous. Electricity deliveries were cut alternatively and systematically for short periods of time in order to guarantee even distribution of electricity. Later, its continuous deliveries will be secured," he said.

"The government should draw conclusions from the current weather conditions and correct its plans to provide the country with energy," Bakiyev said.

The president pointed at the necessity to "constantly work with other neighboring countries on rational and mutually beneficial use of water-electrical supply in the region."

Bakiyev thinks that the government should comply with the construction schedule of the Kambaratinskaya-2 hydropower plant that started in 2007, because "its launch will allow us to solve many problems linked to energy supply."

Uzbekistan resumes gas supplies to southern Kazakhstan
ALMATY. (Interfax) - Uzbekistan has resumed gas deliveries to the city of Almaty and the Almaty, Jambul and South Kazakhstan regions, the press office KazTransGas, transport subsidiary of the national petroleum company KazMunayGas, said on January 28.

A plan to supply 3.5 billion cubic meters of gas to southern Kazakhstan in 2008 has been agreed between KazMunayGas, KazTransGas, Gazprom and Uzbekneftegaz.

A sharp drop in temperatures in Central Asia during the last days of December reduced Uzbek gas supplies to southern Kazakhstan by 40%.

The companies held urgent negotiations on January 17-18 and agreed on the additional deliveries of 100 million cubic meters of gas to Kazakhstan.

Azerbaijan expects to up revenue at Shah-Deniz, ACG
BAKU. (Interfax) - Azerbaijan expects to earn $240 million in 2008 from the development of the Shah-Deniz gas condensate field, the executive director of the State Oil Fund, Shahmar Movsumov said at a press conference on January 25.

Azerbaijan received the first $1.8 million in revenue under the project in 2007, he said.

"Starting in 2008, these revenues will become regular, and for the year the country's overall revenue from the sale of profitable gas from the field is expected to be $240 million," Movsumov said.

Azerbaijan expects to increase its revenue from the development of the Azeri-Chirag-Gunashli (ACG) fields to 80% by 2009, Movsumov, said.

"In the framework of the project, Azerbaijan has received 25% of revenues while the remaining share went to the project's foreign shareholders. From January 2008, Azerbaijan has increased its revenue share to 55% and, by the end of 2008 and the start of 2009, it will reach 80%," Movsumov said.

Earlier Movsumov was quoted as saying that Azerbaijan expected to increase its revenue share to 80% in 2009-2010.

Azerbaijan also plans to earn $140 million in 2008 from the operation of the Baku-Tbilisi-Ceyhan (BTC) oil pipeline, he said.

It was reported earlier that Azerbaijan on January 16 received the first $16.5 million in revenue from the operation of the BTC pipeline.

Latvijas gaze concludes delivery contract with Gazprom to 2011
RIGA. (Interfax) - Latvijas gaze has concluded a contract with Gazprom on natural gas deliveries in the period from January 1, 2008 to December 31, 2010, Latvijas gaze CEO Adrians Davis told the Baltic Business Service portal of the BNS news agency on January 24.

The main goal of the talks with Gazprom - for all the Baltic States - was to conclude a three-year contract with a set price formula. The new agreement with Latvijas gaze stipulates that the gas price will change every month depending on average fuel oil prices in the preceding six months.

Earlier contracts had been agreed for one year, with a different price every year. "That made it very difficult to draw up a budget. We received the agreement at the end of the year, and wouldn't know in advance what the gas price would be," Davis said.

Latvijas gaze was not able to provide projected charges to the commission that regulates utility tariffs, and would often be forced to sell gas to customers at a discount to the purchase price.

Latvijas gaze purchases about 70% of its gas from Gazprom and about 30% from Itera Latvija.

Latvijas gaze is engaged in the purchase, transportation, storage and distribution of gas. Germany's E.ON Ruhrgas, Gazprom and Itera Latvija are the majority shareholders.

GAS TRANSPORTATION & EXPORTS
Tusk to offer alternative to Nord Stream during visit to Russia
WARSAW. (Interfax) - Polish Prime Minister Donald Tusk will propose a gas pipeline via Poland and the Baltic States as an alternative to the planned Russo-German Baltic Sea Nord Stream pipeline during a planned visit to Moscow February 8.

"During the meeting at the Kremlin on February 8, Donald Tusk will propose to [Russian President] Vladimir Putin that a pipeline should be laid through the Baltic States and Poland - at half the price than the one along the Baltic Sea," the Polish daily Dziennik said on January 28, citing an anonymous source.

"The Economy Ministry is finishing a report on the investment," it said.

Agreed in 2005, the Nord Stream pipeline will pump 55 billion cubic meters of natural gas annually under the Baltic Sea directly to Germany and on to Western Europe, bypassing the current transit countries of Poland and Ukraine.

While Germany says the pipeline will improve its energy security and therefore that of the whole of Europe, some countries, including Poland, have protested the project fearing it could be used by Russia as an instrument to exert political pressure on gas-dependent countries.

Costs and transit guarantees are main arguments supporting the Polish offer.

"[...] Contrary to Belarus or Ukraine, those countries [Poland and Baltic States] will not raise to high transit fees and suspend gas transit because they must respect European energy law," Dziennik wrote, quoting officials at the Economy Ministry.

Polish experts calculated that Tusk's proposal guarantees gas at half the price compared to transits via the Nord Stream pipeline.

According to Gazprom, which has a 51% stake in the venture, the overall costs of the project, including the onshore pipelines on Russian and German soils, could come to 12 billion euro. However, further upward revision is expected later in 2008.

Despite the EU's declaration that Nord Stream is part of Trans-European Network Energy and the involvement of Dutch gas infrastructure and transportation company Gasunie with a 9% stake, Tusk still believes the project could be cancelled.

"Nord Stream is not necessary," Tusk said in an interview for the weekly Przekroj last week, commenting the statement that the Nord Stream pipeline will be constructed one way or another.

"This is not because I have a secret plan, which will hamper the construction of the Nord Stream pipeline. Our abilities to counteract this are, objectively speaking, small. We may explain, hamper, persuade, and disapprove - and we do so. But if Russia and Germany insist, the gas pipeline will be constructed.

"We are persuading one and the other side that an alternative that will satisfy Russia, Germany and Poland is possible," he said.

E.On Ruhrgas to ask EC to mediate on Nord Stream project
WARSAW. (Interfax) - German energy company E.On Ruhrgas wants to ask the European Commission for mediation on the Nord Stream gas pipeline project, planned to connect Germany and Russia via the Baltic Sea bed, Polish daily Gazeta Wyborcza reported on January 25.

"The E.On Ruhrgas consortium wants the European Commission to get involved in solving problems that may hamper the future construction of the gas pipeline through the Baltic Sea from Russia to Germany," Gazeta Wyborcza wrote, citing German press reports

"We need support and we will ask for it," E.On Ruhrgas Chairman of the Board Burckhard Bergmann told "The Financial Times Deutschland," Polish newspaper reported.

The Nord Stream pipeline will directly link Russia and Germany, but has faced opposition from Poland and other Baltic States, such as Estonia and Lithuania, as the pipeline has been called both a threat to the environment and a threat to Polish energy security.

Finnish Prime Minister Matti Vanhanen said in November 2007 that Finland will not join the Nord Stream project and is concerned about its possible environmental impact. The pipeline is envisaged to cut through Finnish waters.

Russian Gazprom owns a 51% stake in the Nord Stream project; Germany's Wintershall and E.ON Ruhrgas hold 24.5% each.

According to the initial plan, in 2010 Russia should start supplying 27.5 billion cubic meters of gas to Germany per year. In 2013, the system's capacity is to be increased to 55 billion cubic meters per year.

Gazprom presents Rospan with terms for pipeline access
MOSCOW. (Interfax) - Gazprom has drafted and presented TNK-BP subsidiary CJSC Rospan International with the technical prerequisites for linking the Novo-Urengoi and Vostochno-Urengoi gas fields up to the Unified Gas Supply System (UGSS).

Gazprom told Interfax that the prerequisites were presented to Rospsan on January 25.

"This is the first and only document that enables us to start the full-scale development of the Rospan fields," TNK-BP's vice president for the marketing, supply, trading and transportation of gas and gas condensate, Alexander Berezikov, told Interfax.

"We used to pump [Rospan's] gas through Urengoigazprom's in-field reservoirs, but this always held our operations back because Gazprom did not have enough capacity," he said.

The prerequisites set down clearly how much gas Rospan can extract produce and when it can extract it," he said. Gazprom Deputy CEO Alexander Ananenkov approved the pre-requisites ion January 9, he said.

They also state when Rospan can achieve projected capacity. "We can achieve projected capacity of 17.5 bcm in 2017, but Rospan can increase deliveries significantly s early as 2012. I think annual extraction will stay at 3.4 bcm until 2012," Berezikov said.

Asked whether the receipt of the conditions could mean that an outcome to the talks on the Kovykta field is at hand, Berezikov said: "We are treating this as a good sign in general for TNK-BP, including Kovykta."

Berezikov did not disclose the details about the Kovykta talks, but he did say they were well under way. "It would be a good thing if we could round them off before the end of the first quarter," he said.

TNK-BP expected to be provided with the technical prerequisites for receiving direct access to Gazprom's gas transportation system in Urengoi by the end of last year. To achieve this, an 80-kilometer gas pipeline needs to be built with a rough cost of $3 million per kilometer. If Gazprom provides the company with the technical prerequisites for access to the pipeline system in 2007, TNK-BP can start drafting plans for the gas pipeline in 2008 so that construction can start in 2009. In this case, Rospan would be able to produce 9 bcm of gas in 2012 and hit a ceiling of 16 bcm in 2014, he said.

CJSC Rospan International develops the deep-lying gas beds of the Novo-Urengoi and Vostochno-Urengoi gas fields in the Yamal-Nenets Autonomous District, with estimated reserves of 950 bcm gas and 180 million tonnes condensate.

The Kovykta field, in the Irkutsk region, contains an estimated 1.9 trillion cubic meters of gas.

Gazprom and TNK-BP in July last year signed a deal to form a strategic alliance for long-term investment in joint energy projects and involving asset swaps in Russia and other countries. TNK-BP will sell 62.9% of Rusia Petroleum, which holds the Kovykta license, and 50% of regional gasification company East Siberian Gas Company to Gazprom under the agreement. TNK-BP also has an option to reacquire a 25% stake in Rusia Petroleum, but this could depend on the outcome of separate negotiations on joint ventures between it, Gazprom and BP.

GAS PROCESSING
Gazprom could close sale of Metafraks stake by April
PERM. (Interfax) - Sibmetakhim, a firm created by Vostokgazprom, SIBUR and Tomskneftekhim, plans to close the sale of its 33.46% stake in Metafraks to a group of foreign investors by April, a source familiar with the progress of the negotiations told Interfax on January 25.

"The negotiations are underway. The deal should be closed within two months," he said.

The foreign investors plan to buy the stake in Metafraks and "actively participate in the development of the company," which is one of Russia's largest producers of methanol and formalin.

In addition, he said, there is an agreement with Cyprus-based Lipanet Limited, which owns 52.05% of Metafraks, concerning joint action to develop the company. Lipanet and the group of foreign investors are not related in any way, the source added.

It was reported earlier that Lipanet was in talks with divisions of the Gazprom group to buy out their stakes in Metafraks. The source said the negotiations were conducted by Lipanet and a "group of investors who are prepared to invest in the company's development."

A source said earlier that Metafraks' principal shareholder planned to increase its stake in the company to more than 80%, and then carry out an initial public offering of the Perm-based company's shares.

Sibmetakhim was created in September 2006 to consolidate Gazprom's assets in the methanol sector.

Lipanet increased its stake in Metafraks from 29.99% to 52.05% in November. Metafraks is reportedly controlled by its management.

Metafraks exports its products to 20 countries.

AUCTIONS & TENDERS
Yugranedra to hold repeat auctions for 12 hydrocarbon blocks
KHANTY-MANSIISK. (Interfax) - Yugranedra, the subsurface resource agency for the Khanty-Mansiisk autonomous district, will hold repeat auctions on February 26 for 12 hydrocarbon blocks in the district, the agency told Interfax on January 28.

The blocks are: Berezovsky 12; Berezovsky 13; West Talnikovy; West Tolumsky; East Kayumovsky 2 (C3 - 810,000 tonnes oil, D1+D2 - 2.9 million-4.1 million tonnes); Kumsky (C1 - 170,000 tonnes oil, C2 - 1.18 million tonnes, C3+D0 - 1.78 million tonnes, D0 - 600,000 tonnes); Sabunsky 39; Sabunsky 42; Sabunsky 43; Sabunsky 46; North Ingolsky (C1 - 700,000 tonnes oil, C2 - 1.14 million tonnes, C3 - 13.9 million tonnes); South Khangokurtsky (C1 - 290,000 tonnes, C2 - 2.2 million tonnes, C3 - 3.2 million tonnes).

The 12 blocks were among 18 blocks offered at auctions on December 11, however no bids were received for them first time round.

Yamal hydrocarbon auction moved back to March 26
SALEKHARD. (Interfax) - An auction for the Tychelsky hydrocarbon block in the Yamal-Nenets Autonomous District, which has drawn interest from some of Russia's biggest oil and gas companies, has been postponed from February 6 until March 26, territorial subsurface resource agency Yamalnedra told Interfax on January 28.

Yamalnedra said earlier that gas producer NOVATEK applied to bid for Tychelsky, as did Rosneft, Evrotek and Surgutneftegas, by the deadline of December 26, 2007.

Tychelsky, in the Krasnoselkup district, 30 kilometers northwest of the city of Novy Urengoi.

It held C3 reserves of 26 million tonnes oil, 3 billion cubic meters gas and 700,000 tonnes condensate as of January 1, 2006. Probable D1 reserves as of January 1, 2002, were 4 million tonnes oil, 10 bcm gas and 2 million tonnes condensate.

The starting price is 150 million rubles and bidding increment 10%. The bidding fee is 172,000 rubles.

Yamalnedra said the auction was being delayed on orders from Rosnedra, the federal subsurface resources agency, and in accordance with federal law.

Rosnedra cancels auctions on four hydrocarbon sections in Astrakhan region
ASTRAKHAN. (Interfax) - The subsurface resource agency for Astrakhan region (Astrakhannedra) has canceled auctions on four hydrocarbon sections scheduled for January 30, Astrakhannedra head Oleg Kortunov told Interfax on January 30.

"The auctions on rights to geological exploration and production at the Seroglazovsky and Shagalinsky blocks, Nikolsky section, and Bugrinsky formation have been canceled for technical reasons. Out of the six companies that applied to bid, only one company provided the full documentation," Kortunov said.

Astrakhannedra has filed to have the sections added to the Rosnedra list for the current year, Kortunov said. When that is confirmed, new auctions on the sections will be announced.

The licenses are for 25 years, including five years for geological exploration. The starting price was 1 million rubles for the Seroglazovsky block, 5 million rubles for Shagalinsky, 1 million rubles for Nikolsky, and 1.5 million rubles for Bugrinsky.

The forecast resource at Seroglazovsky was 0.1 million tonnes of D1 oil reserves, 0.15 million tonnes of D2 oil, 0.5 billion cubic meters of D1 gas, and 1.7 billion cubic meters of D2 gas as of January 2002.

The forecast resource at Shagalinsky is 1 million tonnes of D1 oil reserves, 1 million tonnes of D2 oil, 4 billion cubic meters of D1 gas and 11 billion cubic meters of D2 gas.

D1 gas reserves at Nikolsky and Bugrinsky are estimated at 1 billion cubic meters and 0.4 billion cubic meters respectively.

LAWS & REGULATIONS
Finance ministry proposes to increase mineral extraction tax for as
MOSCOW. (Interfax) - The Russian Finance Ministry says that it is necessary to increase the mineral resources extraction tax for natural gas (NDPI), which has not been revised for three years, Russian State Secretary, Deputy Finance Minister Sergei Shatalov told a news conference at Interfax on January 29.

Shatalov recalled that discussions concerning the NDPI tax for natural gas have gone on for some time, but the rate is to be increased next year.

"The rate today is not that high - 147 rubles per 1,000 cubic meters. It hasn't been indexed [for inflation] in three years. In that period domestic gas prices have risen; By 2011 the price will be practically double that in 2006. As a result the gas production companies will receive serious windfall profits - roughly $25 billion," Shatalov said.

"We believe that that amount ought to be shared. Not all of it, of course. But we are drawing up proposals and believe that the issue must be resolved, to include a schedule governing the process," he said.

He added that as new fields come under development and old ones are depleted, the same kind of regime as for oil fields might be introduced: tax holidays with reduced coefficients. "This problem must be resolved comprehensively," he said.

There are currently no determination concerning taxation of offshore fields. A decision on that can be made after the period in which the tax holiday would apply and the amount of production is defined.

Furthermore, it is time to put an end to the zero rate on associated gas, Shatalov said.

"That gas, unfortunately, is not being used optimally. A large part is flared, and the zero rate enables that. The practice must be ended. Of course, very precisely, carefully, gradually, not all at once, but we must move in that direction," he said.

"Oil and gas revenue, which makes up such a substantial portion of budget revenue, will decline in the mid-term - with declining production at old fields and the start of production at new fields - tax policy must take all of that into account," he said.

Gas NRET hike could be considered towards April
MOSCOW. (Interfax) - An increase in the Natural Resources Extraction Tax (NRET) for gas could be considered closer to April, Arkady Dvorkovich, head of the Russian president's Expert Directorate, told reporters on the sidelines of the Troika Dialog economic forum.

"No bills have been drafted on this issue yet. I think the issue might be discussed in the context of the three-year budget closer to April," Dvorkovich said.

Court rejects PwC’s appeal concerning contracts with Yukos
MOSCOW. (Interfax) - The ninth arbitration court of appeal has on January 28 upheld the decision by the Arbitration Court of Moscow, which ruled that the audit contracts between the PricewaterhouseCoopers office in Russia and Yukos during 2002-2004 were invalid.

The lower court's decision has entered into immediate effect, court officials told Interfax on January 28.

It was reported earlier that at its last session the court decided to demand written confirmation that Yukos was struck off the register of companies.

On April 26, 2006, PricewaterhouseCoopers filed an appeal against the decision by the Arbitration Court of Moscow, which on March 20, 2006, ruled that the company's audit contracts with Yukos for 2002-2004 were invalid. The court then also decided that 16.8 million rubles paid under those contracts be recovered in favor of Russia's income.

The auditing company was recognized as an actual participant of illegal tax schemes with its client. It was also charged of violating professional standards.

PWC is the largest auditing and consulting group in Russia. Its clients include the Russian Central Bank, Gazprom and Alfa Group.

Chita court refuses to release Lebedev from confinement
CHITA. (Interfax) - The Chita regional court continued to handle several pleas filed by lawyers of former head of Menatep group Platon Lebedev on January 29.

Earlier the court rejected the plea submitted on January 28 to change the measure of restriction for Lebedev currently confined in a detention center for any other not involving confinement.

The court will also have to handle the plea of the Investigative Committee of the Prosecutor General's Office prolonging the term of Lebedev's confinement at the detention facility which expires on February 7.

Lebedev and former Yukos CEO Mikhail Khodorkovsky were brought from their respective prisons to the detention facility in Chita at the end of 2006. So far the decisions on their confinement have been made by the Ingoda district court. On December 11 and 12, 2007 the court for the fourth time prolonged the term of their confinement, this time until February 7.

In 2005 the Meshchansky court in Moscow sentenced Khodorkovsky and Lebedev to nine years each for tax evasion and other crimes. Later the Moscow city court reduced the term to eight years.

In the framework of the new criminal case that is now being investigated the Prosecutor General's Office is charging them with laundering 450 billion rubles and $7.5 billion in 1998 through 2004.

Court upholds 20 bln rubles in tax claims against Russneft
MOSCOW. (Interfax) - The Moscow District Federal Arbitration Court Friday upheld approximately 20 billion rubles in tax claims against Russneft, one of Russia's ten biggest oil companies.

The court ordered that Russneft must pay around 17 billion rubles in tax debts dating back to the second half of 2005 and 2005, and 3 billion rubles for 2003 and the first half of 2004.

The court, however, dismissed claims for 87 million rubles.

The court dismissed second appeals by the company against the tax claims. The Ninth Arbitration Appeals Court dismissed first appeals against the claims in November.

Russneft produced 14.76 million tonnes of oil in 2006, According to the Fuel and Energy Central Dispatch Center.

Russneft subsidiary found in breach of license agreement
MOSCOW. (Interfax) - The Russian Federal Service for Supervising Natural Resources (Rosprirodnadzor) has found the company Mokhtikneft, a subsidiary of Russneft, to be in breach of the environmental legislation and the terms of a license agreement, says a release issued by Rosprirodnadzor on January 30.

A probe has shown that Mokhtikneft used subsurface resources without an act specifying the borders of the mine allotment (which is a violation of the law On Subsurface Resources) in April-May 2007. The company did not report on the amount of subsurface resources extracted over that period of time.

The probe also showed that the amount of oil extracted by Mokhtikneft is much lower than the amount stated in the project documentation. In particular, in 2006, the amount of oil extracted was lower than the projected figure by 20% (73,300 tonnes).

As was reported earlier, Rosprirodnadzor submitted materials on the investigation into Russneft subsidiaries ZAO Goloil, ZAO Khanty-Mansi Oil Company, and OOO Chernogorsskoye to the Russian Prosecutor general's office and the Interior Ministry's department for the prevention of economic crimes in December 2007. Rosprirodnadzor has also found violations in the work by OAO Udmurtian Oil Company and OAO Varyeganneft, which are part of Russneft.

West Siberian Resources applies with FAS on Alliance Oil merger
MOSCOW. (Interfax) - Sweden's West Siberian Resources Ltd. (WSR) has applied with the Federal Antimonopoly Service (FAS) for permission to acquire 100% of Alliance Oil Company, WSR chief Maxim Barski told Interfax on January 23.

"The application has already been submitted," Barski said. The deal is expected to be closed in late February or March.

WSR and Alliance signed a protocol of intent last week under which Alliance will become a wholly owned subsidiary of the Swedish company in exchange for 1.7835 billion shares newly issued shares in WSR, or 60% of equity post-issue.

Thus, Alliance will acquire a 60% stake in the merged company and WSR shareholders will have 40%. Alliance will have the right to name two directors to the WSR board. Barski will remain the general director of the merged company and Eric Forss will remain chairman of the board.

A valuation conducted in connection with the merger put Alliance's value at $1.5 billion. The united company will be worth an estimated $2.5 billion.

The united company will have 2P SPE reserves of 430 million barrels of oil equivalent and production will be roughly 51,000 barrels of oil a day. The company will have capacity to refine 70,000 barrels a day. It will also own 255 filling stations.

WSR is engaged in oil exploration and production in Komi republic, Tomsk region and Volga-Urals. SPE proven and potential reserves total 306.8 million barrels of oil equivalent. WSR produced 10.638 million barrels of oil (1.4 million tonnes) in 2007.

Alliance controls OJSC Khabarovsk Oil Refinery, OJSC Amurnefteprodukt, OJSC BAMnefteprodukt, OJSC Primornefteprodukt, OJSC Khabarovsknefteprodukt, Dalnevostochny Alyans LLC, Alyans-Khabarovsk LLC, CJSC Alyans Oil and OJSC Tatnefteotdacha.

Yakutia to challenge Yakutugol, Surgutneftegas price rises
YAKUTSK. (Interfax) - The government of Yakutia plans to ask the territorial branch of the Federal Antimonopoly Service to check the basis for price rises on oil and coal for government needs, Yakutia Prime Minister Yegor Borisov said on January 29.

Mechel, which owns Yakutugol, and Surgutneftegas upped their prices on production for government needs, he said. "If we agree to the (new) prices, we will need an extra 1.2 billion rubles, which are not written into the 2008 budget. We plan to take the matter to the antimonopoly service and check company spending," Borisov said.

Mechel and Surgutneftegas had no comment to make to Interfax about the matter.

The regional budget for 2008 envisages revenue of 59.638 billion rubles and spending of 65.27 billion rubles with a deficit of 5.63 billion rubles. Earlier, the Yakutia authorities said that without help from the federal center they would not be able to find the 2.4 billion rubles necessary to increase public sector salaries on February 1.

Court to resume hearings into Rosgazifikatsia suit Feb 1
MOSCOW. (Interfax) - Moscow arbitration court on Friday announced a break in hearings on Rosgazifikatsia's suit against SR-DRAGA, the registrar of Gazprom shares, until February 1.

Rosgazifikatsia is seeking a judgment of more than 14 billion rubles against SR-DRAGA over the illegal transfer of 50 million Gazprom shares from its account.

The break was declared due to the absence of one of the arbitration court associates hearing the case.

It was reported earlier that Rosgazifikatsia sued SR-DRAGa for 717.2 million rubles for transferring 50 million Gazprom shares from its account in 2000. Gazprom was named in the suit as a co-defendant.

The lower court that first heard the case ruled for Rosgazifikatsia and ordered SR-DRAGa to pay 539 million rubles. Federal arbitration court overturned the lower court ruling, after which Rosgazifikatsia took its case to Supreme Arbitration Court, which ordered the case returned to lower court.

Rosgazifikatsia increased the amount of damages it sought to 1.459 billion rubles. Moscow arbitration court rejected the charges against Gazprom in a ruling on May 8, 2003, but ruled in favor of Rosgazifikatsia in regard to its claims against SR-DRAGa. An appeals court upheld that ruling on October 24, 2003, but a federal arbitration appeals court for the Moscow district overturned the ruling on December 11, 2003. Rosgazifikatsia did not appeal.

However, Supreme Arbitration Court once again took up the matter over a complaint filed by the Property Relations Ministry, and once again ordered the case heard in appellate court. That court rejected the Rosgazifikatsia suit in full on August 13, 2004. Rosimushchestvo, the legal successor of the ministry, launched an appeal, and arbitration appeals court overturned the previous ruling on November 30, 2004 and sent the case back to lower court. Arbitration court in Moscow rejected the case on January 17, 2005.

Later Rosgazifikatsia increased the amount it sought to almost 14 billion rubles, taking into account the appreciating value of Gazprom shares.

Supreme Arbitration Court canceled the rulings that had closed the case on February 20, 2006, and the matter was forwarded to arbitration court in Moscow.

Rosgazifikatsia was also pursuing a parallel case against Gazprom, SR-DRAGa, DRS and an individual, Vyacheslav Plotnikov. The Cheremushkinsky District Court partly upheld its petition on September 6, 2006, ruling that Plotnikov and DRS be held liable for 4.17 billion rubles, but rejecting the suit against SR-DRAGa and Gazprom in full.

Rosgazifikatsia is the organization that coordinates state regulation of the gas distribution sector, managing state stakes in Russian gas distribution organizations. The state controls about one-fourth of the stakes in those enterprise, according to Gazprom data.

The state holds a 72.54% stake in Rosgazifikatsia. Rosgazifikatsia currently holds 0.89% of Gazprom shares.

Rosnedra annuls five Itera licenses in Kalmykia
MOSCOW. (Interfax) - Russian subsurface resource agency Rosnedra has annulled five licenses to hydrocarbon sections in Kalmykia on the initiative of the license holder, Yugneftegaz, a company controlled by Itera.

The licenses to the Yergeninsko-Shattinsky, Khern-Khudkhsky, Khanatinsky, Baga-Chonosovsky and Iki-Chonosovsky sections were annulled effective January 1, 2008.

Yugneftegaz held a total of 11 licenses to sections in Kalmykia.

"The company conducted a large amount of geological exploration work at all the sections. Those five were determined to hold little promise," an official at Itera told Interfax on January 29

However, according to Rosnedra data, the company did not conduct exploration at Khern-Khudkhsky in 2006, and had no operations at Yergeninsko-Shattinsky in 2005-2006, or at Baga-Chonosovsky and Iki-Chonosovsky in 2004-2006.

In 2003-2006 it drilled just one well at the five sections (at Khern-Khudkhsky), although it's licensing agreements obligated it to drill at least six wells.

Yugneftegaz was formed in 2003 by Itera (63.5%) and the government of Kalmykia to explore and develop oil and gas fields in the republic.

Rosnedra restores Kalmneft license to Nadezhdinskoye field
MOSCOW. (Interfax) - Russian subsurface resource agency Rosnedra has restored Kalmneft's license to the Nadezhdinskoye field, Rosnedra said on January 29.

The license to the field was revoked in 2004 together with four others held by Kalmneft over failure to maintain the necessary project documentation.

The decision to restore the license was made on December 24, 2007, after Rosnedra determined that the shortcomings had been eliminated.

Regulator to consider outcome of UkrGazEnergo inspection on Jan 31
KYIV. (Interfax) - The Ukrainian National Electricity Regulatory Commission (NERC) will consider the outcomes of an unscheduled inspection of the joint venture UkrGaz-Energo's compliance with its license terms on importing natural gas to Ukraine at an open session on January 31, 2008.

Valery Kalchenko, the commission's chief, told Interfax that the UkrGaz-Energo's management refused to sign a report summing up the inspection's outcomes and presented a number of objections to it.

UkrGaz-Energo, a joint venture of the Ukrainian national energy provider Naftogaz of Ukraine and RosUkrEnergo AG (Switzerland) has acted as the sole natural gas importer to Ukraine since April 2006. UkrGaz-Energo ships part of the gas bought from RosUkrEnergo to end consumers, primarily industrial enterprises, and sells the rest of it to Naftogaz of Ukraine so that it be further supplied to heating enterprises and budget organizations.

The sale of natural gas to end consumers in Ukraine has to be licensed by the NERC, and its sale to traders does not require a license.

The NERC issued a five-year license to UkrGaz-Energo in March 2006 to import natural gas at an unregulated tariff and restricted the volume of gas imported by it to 5.04 billion cubic meters a year.

The regulator imposed this restriction based on license terms under which the overall volume of imports by affiliated enterprises cannot be higher than 35% of the entire amount of gas consumed in Ukraine (24.11 billion cubic meters a year at the moment of the license issuance). The companies affiliated with UkrGaz-Energo held licenses to import 19.07 billion cubic meters of gas a year at the time.

UkrGaz-Energo contested the restriction. The Kyiv Economic Court and the Kyiv Appeals Economic Court granted UkrGaz-Energo's motion in 2006. To enforce the court ruling, the NERC lifted all restrictions in August 2006 and simultaneously filed an appeal with a higher court.

The Ukrainian Higher Administrative Court reverted the Kyiv Economic Court's and the Kyiv Appeals Economic Court's rulings and ordered their revision on March 28, 2007. The Kyiv Economic Court reconsidered UkrGaz-Energo's appeal against the NERC and turned it down on June 19, 2007.

The NERC, acting on the basis of the Ukrainian Higher Administrative Court ruling, on January 8, 2008 invalidated the August 2006 regulation on lifting restrictions on gas supplies by UkrGaz-Energo.

UkrGaz-Energo imported about 34 billion cubic meters of natural gas to Ukraine in 2006. The government approved forecast for the company's delivery and distribution of imported natural gas in Ukraine for 2007 was set at more than 53 billion cubic meters.

The commission started the unscheduled inspection of UkrGaz-Energo's compliance with its license in early January. The inspection was prompted by discrepancies between reporting data that UkrGaz-Energo and Ukrtransgaz, the Ukrainian operator of trunk gas pipelines and underground storage facilities, regularly present to the regulator.

The National Electric Power Regulation Commission is responsible for government regulation of operations of natural monopolies in the electric power and oil and gas sectors and for the pricing policy in these sectors.

Kazakhstan to introduce oil export duty, KMG E&P’s shares may decrease
ASTANA. (Interfax) - Kazakh Ministry of Energy and Mineral Resources has come with an offer to impose oil export duties starting from January 1, 2009 on subsoil users, who are not enjoying a stable tax regime under their contracts.

"Subsoil use contracts could be classified into three categories: subsoil use contracts stipulating fixed customs payments; the contracts that could be interpreted as not providing total stability in terms of export customs duties, this category still enjoys stable tax regulations, but is not liable to stable export customs duties though; and the last category that is not subject to stable customs charges," Energy Minister Sauat Mynbaev told the government in Astana on January 29.

"An attempt to impose export customs duties on all three categories of subsoil users could lead to a wide-scale confrontation with certain repercussions. These are the things that we all could live without. I think, that we could levy export customs duties on the third category of subsoil users only and hold individual negotiations on the matter with the rest, " Mynbaev said.

According to Mynbaev, some subsoil users might not be subject to export customs duties in the end.

"For instance, the North-Caspian project talks aimed at restoring the balance of Kazakhstan's economic interests has been already finalized," he said.

"What possible oil amounts we might expect, if we impose export duties on the third category of subsoil users only? The answer is 27 ml tonnes of oil. The owners of the assessed oil amount will be facing two options: exports of hydrocarbons but with regard to the imposed customs duties or an oil supply to the domestic market. That volume of oil, if supplied to the domestic market, will ensure competition and create a price gap between the global and domestic markets," the Minister added.

"Therefore, the action plan is to impose export duties starting from January 1, 2009, but with the emphasis that those subsoil users liable to no such duties by the legislation will be exempt of them," Mynbaev said. He, however, added that by the indicated date "those subsoil contracts that make it impossible for imposing a customs duty should be singled out."

Prime Minister Karim Masimov has approved of the proposal and offered his Cabinet to support it as well.

The Russian approach is deemed the most suitable for imposing the exports duty, Mynbaev said. "First, the benchmark oil price is set for the customs duty at zero. "If the oil price raises the export customs duty is calculated as a percentage of the price margin between the global price and the benchmark price," he said.

"At the equal profitability of domestic and export markets with the forecasted oil price for the next year standing at 60 dollars per barrel, an oil customs duty could make 103.4 dollars per ton," the Minister said. "If the oil price rises to 88 dollars per barrel, as its stands now, an oil customs duty will total 173.8 dollars per ton," Mynbaev said.

"Budget net revenues will amount to either $1.3 billion dollars or $2.2 billion under the second price scenario," Mynbaev said.

"The given figures are budget net revenues with regard to a cutback in other taxes," Masimov said.

According to Masimov, export oil duties should be introduced along with the cutbacks in the corporate income tax and the excess profit tax.

The Energy Minister admitted that the export duties could hold back Kazakhstan's negotiation efforts to join WTO.

"Irrespective of certain hindrances in WTO talks that would come along with that, we have to do it right now, as there would not be any chance for us to do it later, after we commit to mandatory agreements," he said.

KMG E&P’s shares may decrease
If Kazakhstan introduces an oil export duty, the prices for shares of JSC KazMunayGas Exploration & Production (KMG E&P, an oil producing subsidiary of KazMunayGas) will decrease by half, according to chairman of the managing board of JSC Kazakhstan Holding for State Assets Management "Samruk" Kanat Bozumbaev.

"If an oil export duty is introduced, the net profit of KMG E&P may decrease to 41 billion tenge. The share price on the market is 29-30 dollars. According to the experts we have talked to, after the oil export duty is introduced the share price will decrease by 30-50% to as low as 15-20 dollars," he told a meeting of the government in Astana on January 29.

Current FOREX rate is 120.19/$1.

"We should be aware of the fact that today's value of part of the stake in this company is about 7 billion dollars. A 50% reduction in the share price will decrease the value of our stake to 3 billion dollars. If we approve the export duty at 103 dollars the national budget will get 1.3 billion dollars but, at the same time, we shall lose about 2.5 to 3 billion dollars as a result of a decrease in the share price. These are the risks," Bozumbaev reckons.

As reported, Kazakh Ministry of Energy and Mineral Resources came with an offer to impose oil export duties starting from January 1, 2009 on subsoil users, who are not enjoying a stable tax regime under their contracts.

Kazakh Minister of Energy and Mineral Resources Sauat Mynbaev earlier said that the profit of KMG E&P in 2008 is expected to reach 121 billion tenge. However, should the oil export duty be introduced "the company's investment plans will be adjusted considerably," he stressed.

KMG E&P was created in March 2004 as result of a merger of two daughter companies of KazMunayGas - EmbaMunayGas and OzenMunayGas producing 188,000 barrels of oil per day. The company is a third biggest oil producer in Kazakhstan; as of the end of 2005 its estimated oil reserves were 1.515 billion barrels.

During an IPO in September 2006 the company raised about $2 billion.

Former KarazhanbasMunay shareholders suspected of tax evasion
ASTANA. (Interfax) - The State Agency for Fighting Economic Crimes and Corruption (Financial Police) has ascertained the fact that the former shareholders of JSC KarazhanbasMunay did not pay taxes.

"In the course of the investigation we have ascertained the fact that the shareholders of KarazhanbasMunay did not pay about 41 billion tenge of taxes on the increased value of the shares after selling the subsoil use rights to CITIC," Financial Police first deputy chair Rustan Ibraimov said in its 2007' report on Friday in Astana.

"They are former shareholders. () We remind the new shareholders once again that their predecessors have such debts," he explained.

He also said that the Financial Police "has claims against the former shareholders of the company to the amount of 9 billion tenge" due to violations committed during hydrocarbons production.

On October 25, 2006 China's CITIC Group reached an agreement to purchase Nations Energy Company for $1.91 billion with an allowance for some adjustments. The main oil asset owned by Nations Energy in Kazakhstan was the Karazhanbas field in Mangistau region, west Kazakhstan. Later Nations Energy was renamed CITIC Canada Petroleum. Having received an approval for the deal, on December 28, 2006 CITIC granted KazMunayGas a one-year option to purchase a 50% stake in CITIC Canada Petroleum for half the deal's price paid by CITIC.

In late May 2007 Kazakhstan's national oil and gas company KazMunayGas (KMG) granted its oil producing subsidiary JSC KMG E&P (KazMunayGas Exploration & Production) an option to purchase a 50% stake in CITIC Canada Petroleum.

On November 8, 2007 KMG E&P and CITIC Group signed an agreement to purchase a 50% stake in CITIC Canada Petroleum.

The value of the deal is about $930 million including the acquisition cost of $875.5 million and financing in the amount of 54.5 million.

National Energy Company Ltd. was founded in 1996 as private Canadian company to specialize in acquisition of international projects for oil and gas exploration and production all over the world. In 1997 National Energy Company Ltd. bought a 94.63% stake in JSC KarazhanbasMunay from the Kazakh government. KarazhanbasMunay has a sole right to develop the Karazhanbas oil and gas field located in west Kazakhstan till June 2020.

OUTPUT STATISTICS
Gas production in Russia in 2007
(mcm)

	
	1
	2
	3*

	Natural gas, total
	61144.5
	650993.1
	99.2

	Gas produced at oil fields
	4391.3
	48086.0
	108.6

	Gas produced at gas and gas condensate fields
	56753.2
	602907.1
	98.5

	Gazprom
	50083.6
	532950.1
	-

	- Yamburggazdobycha
	21339.5
	222278.3
	96.4

	- Urengoygazprom
	13238.0
	139668.5
	101.4

	- Nadymgazprom
	5670.7
	61593.4
	98.1

	- Noyabrskgazdobycha
	4780.0
	52296.4
	99.0

	- Orenburggazprom
	1547.4
	18087.7
	100.1

	- Purgazdobycha
	1414.3
	15550.3
	99.6

	- Astrakhangazprom
	1026.7
	11983.3
	100.8

	Gazprom neft
	397.5
	1534.2
	13112.8

	- Nortgaz
	272.7
	3367.2
	87.9

	- Tomskgazprom
	259.1
	3114.5
	94.5

	- Kubangazprom
	96.0
	1014.3
	

	- Kavkaztransgaz
	31.1
	336.8
	96.6

	- Stimul
	10.6
	81.8
	113.5

	- Severgazprom
	0.0
	2043.4
	75.0

	NOVATEK
	2590.4
	28452.5
	-

	- Tarkosaleneftegaz
	1719.1
	18751.9
	98.1

	- Yurkharovneftegaz
	871.3
	9700.6
	102.2

	Lukoil
	1025.1
	9041.1
	-

	- Yamalneftegaz
	728.0
	7782.4
	91.7

	- Lukoil-Komi
	243.1
	710.0
	

	- Lukoil-Perm
	37.8
	351.5
	100.0

	- Nizhnevolzhskneft
	11.5
	129.3
	

	- Lukoil-West Siberia
	2.4
	21.1
	

	- Uraloil
	1.9
	21.2
	87.2

	- Astrakhanmorneftegas
	0.4
	3.7
	57.8

	- Geoilbent
	0.0
	11.3
	50.4

	- RITEK
	0.0
	10.6
	120.5

	Rosneft
	566.0
	8953.3
	-

	- Rosneft
	476.6
	7924.0
	

	- Sakhalinmorneftegaz
	49.9
	544.2
	

	- Dagneftegaz
	33.0
	436.3
	78.2

	- Vankorneft
	4.6
	20.6
	187.3

	- Stavropolneftegaz
	1.2
	18.3
	91.5

	- Arkticgaz
	0.4
	2.6
	

	- Rosneft (Chechya)
	0.3
	3.6
	100.0

	- Tomskneft
	0.0
	3.7
	36.6

	TNK-BP
	132.4
	1675.8
	-

	- Rospan International
	127.8
	1612.5
	52.4

	- Orenburggeologia
	4.6
	58.2
	98.0

	- Orenburgneft
	0.0
	5.1
	53.7

	Russneft
	41.9
	465.6
	-

	- Saratovneftegaz
	40.8
	451.9
	113.0

	Saratov-Bureniye
	1.1
	13.7
	145.7

	Purgaz
	1382.0
	15020.0
	99.9

	Norilskgazprom
	258.8
	2359.9
	

	Yakutgazprom
	220.7
	1407.4
	

	Geotransgaz
	171.5
	347.1
	136.0

	Taimyrgaz
	121.8
	897.7
	135.7

	Alrosa-Gas
	32.0
	195.8
	90.0

	Uralneftegazprom
	26.7
	336.0
	140.2

	Ust-Kutneftegaz
	17.0
	125.0
	182.2

	Pechorneftegazprom
	13.0
	131.0
	93.9

	Yangpur
	11.1
	103.2
	94.5

	Kalmgaz
	11.1
	58.9
	91.3

	Bashneft
	5.2
	37.0
	134.5

	Anivagaz
	5.1
	8.1
	44.3

	Geotex
	3.8
	19.9
	115.7

	Tevrizneftegaz
	2.1
	14.7
	124.6

	Saratovneftegazgeofizika
	1.9
	20.2
	961.9

	Surgutneftegaz (Lensk.unit)
	1.5
	3.6
	

	Kamchatgazprom
	1.0
	9.1
	94.8

	Arcticmorneftegazrazvedka
	0.8
	9.6
	131.5

	Jivoi istok
	0.3
	1.2
	

	Servisneftegaz
	0.1
	2.8
	25.0

	Sakhalin Oil Company
	0.0
	16.6
	

	Kalmneft
	0.0
	1.6
	123.1

	Buguruslanneft
	0.0
	0.1
	

	Others
	26.3
	242.2
	-


* - 1 - December 2007; 2 - January-December 2007; 3 - % of January-December 2006.

Source: Industry and Energy Ministry

Associated gas production in Russia in 2007
(mcm)

	
	1
	2
	3*

	Gas produced at oil fields
	4391.3
	48086.0
	108.6

	Surgutneftegaz
	1180.5
	14133.3
	-

	- Surgutneftegaz
	1180.5
	14129.6
	96.6

	- Surgutneftegaz (Lensk.unit)
	0.0
	3.7
	160.9

	Tyumen Oil Co
	744.0
	8452.7
	-

	- Samotlorneftegaz
	277.2
	3471.7
	89.0

	- Orenburgneft
	145.1
	1620.5
	97.3

	- Varyeganneftegaz
	112.7
	1135.0
	106.7

	- TNK-Hyagan
	84.7
	1034.8
	106.2

	- Nizhnevartovskneft TNP
	60.3
	633.3
	95.3

	- Nizhnevartovskoye NGDP
	25.2
	123.9
	130.8

	- Novosibirskneftegaz
	24.0
	235.6
	179.4

	- Tyumenneftegaz
	5.6
	66.9
	

	- Yugraneft Corp
	4.2
	50.6
	102.6

	- Orenburggeologiya
	4.0
	46.5
	150.0

	- Saratov-Burenie
	1.0
	33.9
	62.3

	Rosneft
	689.1
	7226.6
	-

	- Rosneft
	396.8
	4172.1
	

	- Tomskneft
	165.3
	1664.4
	

	- Rosneft
	55.0
	502.2
	110.3

	- Severnaya neft
	25.9
	271.9
	

	- Samaraneftegaz
	24.7
	287.7
	103.1

	- Sakhalinmorneftegaz
	12.2
	209.9
	

	- Stavropolneftegaz
	6.2
	74.9
	91.1

	- Dagneft
	1.6
	27.5
	83.3

	- Dagneftegaz
	0.9
	10.7
	89.9

	- Samaraneft
	0.5
	5.3
	103.9

	LUKOIL
	468.0
	5288.4
	-

	- Kogalymneftegaz
	150.2
	1749.0
	104.7

	- LUKOIL-Komi
	71.0
	801.6
	

	- LUKOIL-Perm
	52.7
	614.7
	107.5

	- Uraineftegaz
	43.6
	403.5
	127.9

	- Pokachevnaftegaz
	42.4
	508.4
	102.0

	- Nizhnevolzhskneft
	38.4
	431.4
	97.6

	- Langepasneftegaz
	27.3
	300.3
	110.4

	- LUKOIL-AIK
	19.6
	216.4
	122.3

	- RITEK
	7.7
	82.7
	

	- Volgodeminoil
	5.6
	68.1
	107.9

	- West Siberia
	3.9
	31.0
	

	- LUKOIL-Sever
	2.9
	33.3
	127.1

	- Kaliningradmorneft
	1.0
	12.0
	73.2

	- Naryanmarneftegaz
	0.8
	7.2
	104.3

	- Tursunt
	0.5
	6.1
	81.3

	- Aksaitovneft
	0.2
	2.4
	88.9

	- Astrakhanmorneftegaz
	0.2
	1.5
	100.0

	- Geoilbent Limited
	0.0
	18.8
	39.5

	Gazprom
	157.5
	1931.1
	-

	- Urengoigazprom
	90.3
	1149.6
	96.5

	- Noyabrskneftegaz
	60.1
	695.6
	

	- Orenburggazprom
	3.4
	38.7
	100.8

	- Kubangazprom
	1.9
	29.7
	

	- Gazprom neft
	1.8
	16.9
	228.4

	- Severgazprom
	0.0
	0.6
	2.5

	Russneft
	89.4
	994.8
	-

	- Varyeganneft
	62.5
	705.7
	94.9

	- White Nights
	19.5
	206.0
	118.1

	- Saratovneftegaz
	5.1
	56.8
	

	- Goloil
	1.1
	11.1
	165.7

	- Chenogorskoye
	1.0
	11.9
	75.8

	- Aki-Otyr
	0.2
	3.3
	54.1

	Slavneft
	79.6
	897.3
	99.9

	- Megionneftegaz
	79.6
	897.3
	99.9

	Exxon Neftegas
	285.7
	2280.8
	806.8

	Sodeco
	208.0
	1660.6
	810.4

	ONGC
	132.5
	1101.1
	797.9

	- Tatneft
	62.5
	738.5
	100.0

	Stimul
	40.4
	482.1
	105.9

	Bashneft
	30.8
	303.4
	

	Negusneft
	25.7
	255.7
	101.6

	Vanyeganneft
	18.0
	274.5
	56.2

	Yujuralneftegaz
	7.1
	15.8
	

	Petrosakh
	5.5
	111.3
	99.9

	Yeniseyi
	5.4
	54.5
	97.8

	Udmurtneft
	4.8
	56.0
	102.0

	Severnoye siyaniye
	3.6
	38.6
	147.9

	Articmorneftegazrazvedka
	3.5
	33.5
	107.4

	Bugurusslanneft
	2.9
	14.2
	

	Agahneftegazgeologiya
	1.9
	15.1
	121.8

	VTK
	1.7
	6.5
	185.7

	Uralneftegazprom
	1.5
	16.0
	58.4

	Uraloil
	1.4
	8.2
	95.3

	Archneftgeologiya
	0.6
	6.7
	87.0

	Yughno-Okhteurskoye
	0.5
	3.8
	131.0

	Magma
	0.4
	4.7
	102.2

	Komnedra
	0.3
	4.0
	100.0

	Pechoraneftegaz
	0.2
	2.4
	133.3

	Matyushkinskaya vertikal
	0.2
	2.1
	

	Sakhalin Energy
	0.0
	260.8
	111.0

	Kalmneft
	0.0
	5.8
	65.9

	Khanty-Mansiyskaya Co
	0.0
	0.1
	

	Others
	138.1
	1405.0
	-


* - 1 - December 2007; 2 - January-December 2007; 3 - % of January-December 2006.

Source: Industry and Energy Ministry

Primary oil refining in Russia in 2007
('000 tonnes)

	
	1
	2
	3*

	RUSSIA, total
	20161.2
	228598.3
	103.8

	Rosneft
	4297.5
	48717.4
	-

	- Angarsk Oil Chemical Co.
	880.0
	9253.3
	106.5

	- Novokuibyshev Refinery
	637.8
	7400.0
	103.5

	- Achinsk Refinery
	625.4
	6414.2
	113.6

	- Kuibyshev Refinery
	578.0
	6393.5
	102.0

	- Syzran Refinery
	548.1
	6581.2
	104.9

	- Komsomolsk Refinery
	546.3
	7016.9
	107.9

	- Tuapse Refinery
	440.4
	5224.9
	229.9

	- Strezhevoi Refinery
	26.6
	311.7
	106.9

	- Purneftegaz
	12.2
	118.4
	388.2

	- Severnaya Neft
	2.7
	3.3
	20.5

	Lukoil
	3726.6
	42501.4
	-

	NizhegorodNOS
	1473.6
	16669.5
	116.9

	PermNOS
	1069.5
	11890.1
	100.6

	- Volgogradneftepererabotka
	815.3
	9610.0
	99.9

	- Uhta Refinery
	352.2
	4138.9
	116.2

	- Kogalymneftegaz
	12.6
	154.1
	97.9

	- Uraineftegaz
	3.4
	38.8
	99.0

	TNK-BP
	1984.4
	21899.6
	

	- Ryazan Refinery Co
	1297.3
	14516.0
	99.9

	- Saratovskiy Refinery
	559.9
	5879.4
	99.4

	- Nizhnevartovsk NPO
	115.2
	1359.1
	99.9

	- Krasnoleninsk Refinery
	12.0
	145.1
	100.6

	Bashneftechim
	1786.9
	19229.4
	-

	- Ufa Refinery
	613.8
	6544.9
	93.0

	- Novoil
	603.7
	6434.4
	107.7

	- Ufaneftechim
	569.4
	6250.1
	102.8

	Surgutneftegaz
	1704.8
	19792.8
	-

	- Kirishinefteorgsintez
	1697.4
	19712.2
	98.0

	- Surgutneftegaz
	7.4
	80.6
	94.0

	Gazprom neft
	1451.1
	16497.5
	101.4

	- Sibneft-Omsk Refinery
	1451.1
	16497.5
	101.4

	Slavneft
	1097.9
	12687.3
	-

	- Yaroslavlnefteorgsintez
	1097.9
	12611.2
	100.3

	- Yaroslavl Refinery
	0.0
	76.1
	29.1

	Moscow Refinery
	890.9
	10008.2
	103.4

	TAIF-NK
	684.6
	7499.4
	100.8

	Gazprom
	559.1
	6123.9
	-

	- Surgutgazprom
	296.5
	3309.0
	96.7

	- Astrakhangezprom
	223.0
	2381.6
	103.4

	- Gazprom pererabotka-Surgut
	32.4
	93.9
	

	- Gazprom pererabotka
	4.7
	13.7
	

	- Kubangazprom
	2.4
	19.6
	

	- Yamburggazdobucha
	0.1
	0.9
	69.2

	- Urengoigazprom
	0.0
	274.6
	73.6

	- Severgazprom
	0.0
	30.6
	60.2

	Salavatnefteorgsintez
	517.8
	6795.2
	99.7

	Russneft
	402.4
	4952.9
	-

	- Orsknefteorgsintez
	400.2
	4930.6
	104.3

	- Varyeganneft
	2.2
	22.3
	97.8

	Afipsky Refinery
	270.6
	2681.1
	107.4

	Khabarovsk Refinery
	265.9
	3237.7
	103.8

	Krasnodareconeft
	176.1
	2422.0
	102.9

	Mariyskiy Refinery
	123.5
	1377.6
	167.8

	Antipinsky Refinery
	65.0
	624.0
	915.0

	Ilskyi Refinery
	27.0
	84.0
	

	Tatneft
	16.6
	221.5
	108.3

	Caspiy-1
	11.8
	135.8
	100.6

	Petrosakh
	6.5
	28.7
	67.8

	NS-OIL
	2.7
	21.0
	90.5

	Alexandrovsky Refinery
	2.6
	28.5
	96.3

	Spirtovoyi kombinat
	1.2
	4.4
	

	Yakutgazprom
	1.0
	3.0
	

	Tatnefteprom-Zyuzeevneft
	0.8
	33.8
	111.9

	Jangpur
	0.6
	13.1
	177.0

	Richdail
	0.4
	6.3
	

	Kabbalkneftetopprom
	0.1
	1.0
	66.7

	Stroyipreminvest
	0.0
	84.0
	49.4

	Neftebitum
	0.0
	11.6
	

	Kamoil
	0.0
	10.9
	

	Sredne-Vasyuganskoye
	0.0
	7.3
	58.9

	EFAI
	0.0
	2.8
	

	Ingushneftegazprom
	0.0
	1.5
	107.1

	Trading House of Kalmykiya
	0.0
	1.0
	55.6

	Others
	84.8
	850.7
	-


* - 1 - December 2007; 2 - January-December 2007; 3 - % of January-December 2006.

Source: Industry and Energy Ministry

Oil products output in Russia in 2007
('000 tonnes)

	
	1
	2
	3*

	AVIATION GASOLINE
	1.5
	16.3
	107.2

	Tomskneftegazpererabotka
	1.2
	12.7
	83.6

	GASOLINE
	3203.9
	35105.4
	102.1

	Ryazan Refinery Co
	296.2
	3078.0
	99.8

	YaroslavlNOS
	199.9
	2289.3
	107.9

	Moscow Refinery
	163.1
	2305.4
	109.2

	Uhta Refinery
	24.8
	355.9
	115.5

	KirishiNOS
	194.8
	2198.1
	94.8

	Tuapse Refinery
	25.5
	269.6
	226.7

	Astrakhangezprom
	89.1
	997.4
	102.5

	Volgogradneftepererabotka
	104.4
	1165.5
	134.2

	Novoil
	160.7
	1672.2
	92.9

	Ufa Refinery
	172.8
	1497.1
	97.5

	Ufaneftechim
	184.0
	1740.4
	115.0

	SalavatNOS
	68.8
	841.4
	88.5

	Tatneft
	6.7
	65.7
	101.9

	TAIF-NK
	51.0
	481.7
	177.0

	PermNOS
	124.4
	1401.3
	95.7

	NizhegorodNOS
	166.7
	1986.0
	112.6

	OrskNOS
	62.1
	731.1
	101.2

	Kuibyshev Refinery
	100.7
	1070.9
	97.5

	Syzran Refinery
	86.0
	1046.3
	95.5

	Novokuibyshev Refinery
	92.0
	1091.7
	104.8

	Saratov Refinery
	71.6
	805.8
	101.8

	Surgutgazprom
	106.1
	1092.4
	96.4

	Achinsk Refinery
	113.4
	1129.8
	100.4

	Angarsk Oil Chemical Co.
	116.2
	1272.0
	91.9

	Sibneft-Omsk Refinery
	330.3
	3488.6
	100.0

	Strezhevoy Refinery
	3.0
	36.7
	106.4

	Khabarovsk Refinery
	32.0
	344.6
	101.4

	Komsomolsk Refinery
	39.5
	458.9
	96.5

	AVIATION KEROSENE
	663.1
	9007.8
	99.3

	Ryazan Refinery Co
	68.2
	888.3
	95.9

	YaroslavlNOS
	39.0
	700.6
	96.9

	Moscow Refinery
	40.8
	531.1
	108.1

	Uhta Refinery
	0.0
	18.1
	44.9

	KirishiNOS
	58.7
	741.1
	65.9

	Krasnodareconeft
	4.9
	59.3
	141.2

	Volgogradneftepererabotka
	72.1
	860.7
	106.7

	Novoil
	6.7
	74.9
	134.5

	PermNOS
	55.5
	758.9
	115.4

	NizhegorodNOS
	63.6
	815.3
	109.0

	OrskNOS
	17.0
	248.9
	104.3

	Syzran Refinery
	0.0
	174.5
	91.3

	Novokuibyshev Refinery
	32.0
	311.4
	101.0

	Surgutgazprom
	15.1
	133.9
	89.1

	Achinsk Refinery
	24.7
	325.6
	115.8

	Angarsk Oil Chemical Co.
	31.1
	469.8
	88.2

	Sibneft-Omsk Refinery
	84.2
	1273.8
	108.5

	Khabarovsk Refinery
	13.6
	186.1
	91.8

	Komsomolsk Refinery
	28.1
	320.3
	118.5

	DIESEL FUEL
	6037.1
	66354.0
	103.4

	Ryazan Refinery Co
	370.8
	4016.8
	98.8

	YaroslavlNOS
	352.1
	3810.3
	100.2

	Yaroslavl Refinery
	0.0
	2.9
	27.1

	Moscow Refinery
	255.3
	2777.3
	104.5

	Uhta Refinery
	90.3
	1127.2
	119.8

	KirishiNOS
	417.0
	4821.0
	102.0

	Kaspiy-1
	2.0
	27.4
	89.0

	Krasnodareconeft
	52.5
	804.7
	110.7

	Afipsk Refinery
	74.7
	673.8
	109.5

	Tuapse Refinery
	149.5
	1764.5
	230.1

	Astrakhangezprom
	80.6
	865.7
	102.6

	Volgogradneftepererabotka
	207.5
	2458.3
	94.0

	Novoil
	197.7
	2260.1
	108.0

	Ufa Refinery
	239.6
	2225.4
	88.3

	Ufaneftechim
	270.7
	2619.3
	98.3

	SalavatNOS
	167.9
	2332.7
	94.7

	Maryisk Refinery
	35.0
	342.7
	134.4

	Tatneft
	8.0
	101.6
	97.0

	TAIF-NK
	166.4
	1675.2
	92.0

	PermNOS
	349.0
	3687.4
	102.2

	NizhegorodNOS
	364.5
	4035.6
	116.9

	OrskNOS
	114.5
	1340.2
	94.8

	Kuibyshev Refinery
	198.9
	2225.6
	98.7

	Syzran Refinery
	180.7
	2067.0
	108.3

	Novokuibyshev Refinery
	184.1
	2144.0
	98.9

	Saratov Refinery
	163.6
	1850.1
	106.8

	Surgutneftegaz
	1.8
	28.1
	100.4

	Purneftegaz
	6.5
	77.1
	421.3

	Kogalymneftegaz
	6.5
	76.9
	101.3

	Urengoigazprom
	0.0
	101.2
	66.2

	Surgutgazprom
	37.4
	457.8
	92.5

	Nizhnevartovsk Refinery
	37.9
	459.9
	99.4

	Krasnoleninsk Refinery
	6.5
	68.6
	98.7

	Antipinsk Refinery
	22.0
	218.0
	1282.4

	Achinsk Refinery
	205.4
	2037.6
	116.7

	Angarsk Oil Chemical Co.
	303.9
	2802.0
	114.0

	Sibneft-Omsk Refinery
	493.3
	5261.7
	99.7

	Strezhevoy Refinery
	6.7
	100.4
	111.1

	Khabarovsk Refinery
	45.7
	533.6
	103.7

	Komsomolsk Refinery
	143.8
	1829.4
	112.2

	HOUSEHOLD HEATING
	47.7
	556.6
	75.3

	Yaroslavl Refinery
	0.0
	16.7
	29.1

	Stroyipreminvest
	0.0
	42.1
	91.3

	Ilskyi Refinery
	5.0
	16.0
	

	Volgogradneftepererabotka
	19.9
	235.5
	117.6

	Tatnefteprom-Zyuzeevneft
	0.4
	13.4
	101.5

	PermNOS
	0.4
	2.3
	23.0

	OrskNOS
	0.0
	64.9
	

	Kuibyshev Refinery
	4.1
	31.6
	212.1

	NS-Oil
	2.7
	21.0
	90.5

	Sibneft-Omsk Refinery
	4.2
	10.5
	166.7

	Tomskneftegazpererabotka
	0.3
	4.8
	92.3

	MARINE OIL
	100.9
	952.0
	84.1

	Yaroslavl Refinery
	0.0
	6.0
	29.3

	Uhta Refinery
	72.2
	667.7
	97.5

	Maryisk Refinery
	0.0
	24.6
	26.8

	PermNOS
	8.5
	57.5
	45.9

	Khabarovsk Refinery
	0.0
	59.4
	140.1

	Komsomolsk Refinery
	0.0
	15.1
	75.1

	HEATING OIL (GROSS OUTPUT)
	5942.4
	62434.0
	105.2

	Ryazan Refinery Co
	419.8
	4690.7
	100.0

	YaroslavlNOS
	372.7
	3979.5
	99.6

	Yaroslavl Refinery
	0.0
	28.0
	29.5

	Moscow Refinery
	286.4
	2621.2
	93.4

	Uhta Refinery
	60.3
	986.0
	115.1

	KirishiNOS
	573.9
	6440.8
	97.1

	Kaspiy-1
	4.4
	45.6
	107.0

	Krasnodareconeft
	86.9
	957.5
	103.6

	Stroyipreminvest
	0.0
	118.9
	154.0

	Afipsk Refinery
	136.1
	1284.8
	110.6

	Tuapse Refinery
	197.6
	2262.0
	232.2

	Ilskyi Refinery
	16.0
	51.0
	

	Astrakhangezprom
	35.8
	386.1
	103.9

	Volgogradneftepererabotka
	208.3
	2005.7
	119.4

	Novoil
	135.2
	1091.6
	96.1

	Ufa Refinery
	105.8
	1234.3
	91.4

	Ufaneftechim
	109.7
	1270.2
	93.8

	SalavatNOS
	126.0
	1342.1
	94.1

	Maryisk Refinery
	43.0
	378.9
	186.1

	TAIF-NK
	182.8
	2034.0
	90.0

	PermNOS
	213.3
	1745.4
	112.7

	NizhegorodNOS
	618.8
	5981.3
	120.5

	OrskNOS
	163.6
	1847.8
	109.2

	Kuibyshev Refinery
	220.4
	2452.6
	108.3

	Syzran Refinery
	179.6
	1973.0
	106.5

	Novokuibyshev Refinery
	192.4
	2014.2
	101.0

	Saratov Refinery
	158.8
	1503.4
	90.4

	Antipinsk Refinery
	31.0
	293.0
	697.6

	Achinsk Refinery
	240.7
	2327.3
	108.5

	Angarsk Oil Chemical Co.
	220.7
	2089.2
	116.5

	Sibneft-Omsk Refinery
	232.6
	2610.9
	108.9

	Khabarovsk Refinery
	106.0
	1179.6
	101.3

	Komsomolsk Refinery
	219.4
	2775.7
	110.7

	LUBRICANTS
	221.7
	2672.0
	88.1

	Ryazan Refinery Co
	0.8
	14.8
	142.3

	TNK Lubricants
	10.0
	212.0
	99.1

	YaroslavlNOS
	21.0
	216.8
	87.6

	Yaroslavl Refinery
	0.9
	10.3
	13.4

	Volgogradneftepererabotka
	31.0
	453.6
	79.2

	Novoil
	8.8
	141.6
	83.5

	PermNOS
	37.1
	415.1
	97.3

	NizhegorodNOS
	23.0
	241.9
	95.1

	OrskNOS
	12.7
	137.3
	66.9

	Orenburg Neftemaslozavod
	2.2
	34.4
	35.2

	Novokuibyshevsk Oils & Additives Plant
	20.9
	224.6
	104.8

	LLK-International
	2.2
	32.2
	95.7

	Angarsk Oil Chemical Co.
	20.7
	240.4
	102.7

	Sibneft-Omsk Refinery
	19.8
	228.4
	103.6


* - 1 - December 2007; 2 - January-December 2007; 3 - % of January-January 2006.

Source: Industry and Energy Ministry

Russian oil companies increase exploration drilling 20.6% in 2007
MOSCOW. (Interfax) - Russian oil companies drilled 870,900 meters of exploration well in 2007, 20.6% more than in 2006, in addition to 13.7605 million meters of production well, 18.8% more, the Fuel and Energy Central Dispatch Center said.

Surgutneftegas drilled 168,100 meters of exploration well last year (up 2.4%) and 3.1914 million meters of production well (up 4.0%).

Lukoil drilled 125,100 meters of exploration well (up 7.8%) and 2.6379 million meters of production well (up 26.6%); Rosneft - 84,200 meters (up 37.6%) and 2.5136 million meters (up 79.8%) respectively; TNK-ВР Holding - 102,200 meters (up 150%) and 1.1061 million meters (up 20.4%); and Gazprom Neft - 53,400 meters (up 70.6%) and 1.6937 million meters (up 18.5%).

Russian 2007 natural gas consumption 15 bcm below plan
MOSCOW. (Interfax) - Russia's natural gas consumption in 2007 declined by 1.2% or 4 billion cubic meters (bcm) due to warm weather, the Fuel and Energy Central Dispatch Center said on January 25.

Actual gas consumption was 349.9 bcm, 4.26% or 14.9 bcm below the limit contained in agreements on gas deliveries. The percentage decline was comparable to those in Poland, Belgium and Hungary.

Based on the average regulated price for gas, the decline in domestic consumption cost producers 20 billion rubles in lost revenue.

Gas deliveries by the Unified Gas Supply System (EST) were below plan in 10 months last year.

The city of Moscow is the biggest gas consumer in Russia. It consumed 28.14 bcm last year, 1.7% below plan. Sverdlov region is the second largest, consuming 18.8 bcm in 2007, slightly more than plan.

Gas consumption in Oryol region posted the largest percentage increase, rising 24.6% to 1.734 bcm. Tyumen region posted the biggest absolute increase, rising by 1.2 bcm or 9% to 14.6 bcm.

A total of 7.1 bcm were delivered through Mezhregiongaz's electronic exchange. It accounted for only about 2% of the overall Russian market, but 10% of the market in Perm territory (1.6 bcm) and 8% in Samara region (1.4 bcm).

Domestic oil product supplies drop 1.8% in Azerbaijan
BAKU. (Interfax-Ukraine) - Oil product supplies to Azerbaijan's domestic market dropped 1.8% in 2007 to 4.1 million tonnes, the State Statistics Committee told Interfax on January 24.

The share of fuel oil was 45.8%, gasoline - 19.4%, diesel fuel - 17.6%, kerosene - 11.8%, and other oil products - 5.4%.

The State Oil Company of Azerbaijan received 48% of the diesel fuel, 27.9% of the gasoline and 4.6% of the fuel oil.

Oil company Azpetrol received 54.7% of the gasoline and 38.1% of the diesel fuel.

Azerbaijan Airlines received 93.8% of the kerosene, Lukoil - 17.4% of the gasoline and 11.7% of the diesel fuel, the Caspian Shipping Company - 94.2% of the motor fuel and 2.2% of the diesel fuel, and Azerenergy - 57.2% of the fuel oil. The rest of the oil products were sold to other companies.

Azerbaijan's refinery storage facilities held 6.2 million manat worth of unsold products on January 1 2008. This included 25,800 tonnes of gasoline, 6,900 tonnes of virgin gasoline, 16,300 tonnes of kerosene 82,700 tonnes of fuel oil, 64,500 tonnes of diesel fuel, 17,100 tonnes of lubricants and 1,700 tonnes of oil bitumen.

The official exchange rate on January 23 stood at 0.8454 manat/$1.

OIL & GAS IN THE PRESS
Russian press on the energy sector on January 24
*** The members of the Gas Exporting Countries Forum, which includes Russia, plan to turn it into an international organization built on the same principles as OPEC. The charter of the new institution might be presented at the seventh forum, to be held in Moscow in June. Analysts are skeptical about how influential the organization will be (Kommersant, p. 1).

*** Integrated Energy Systems (IES), a division of Viktor Vekselberg's Renova group, might soon have a new shareholder. Mikhail Abyzov, a former top executive at Unified Energy System, has an option to buy more than 25% of shares in the company (Vedomosti, p. B1).

Russian press on the energy sector on January 28
*** Ahead of the first step to create a "gas OPEC" based on the Gas Exporting Countries Forum, Russia is preparing to create a similar organization in the CIS and plans to propose the adoption of its charter at a EurAsEC meeting in early April. This could significantly boost Russia's position in the "gas OPEC" (Kommersant, p. 1).

*** Russian and Serbian leaders on Friday sealed deals giving Russia control over Serbian oil and gas company NIS, and the right to route the South Stream gas pipeline through the country (Moscow Times, p. 7; RBC Daily; Vremya Novostei).

*** The Moscow District Federal Arbitration Court on Friday ordered beleaguered oil company Russneft to pay 20 billion rubles in back taxes. The ruling could help Oleg Deripaska's Basic Element to acquire the company more cheaply, analysts said (Moscow Times, p. 7).

Russian press on the energy sector on January 29
*** TNK-BP is reaping the first benefits of its warmer relations with Gazprom, which has finally agreed on the conditions for connecting the oil major's biggest remaining gas asset, Rospan, to its pipeline. TNK-BP hopes to be able to nearly triple gas shipments, but in order to do so Rospan will have to build a pipeline costing up to $300 million (Kommersant, p. 1; Vedomosti, p. B1).

*** Rosneft's contract to supply oil to China, which three years ago helped the state company pay for Yukos production unit Yuganskneftegaz, turned out to be less onerous for the oil major than some analysts had thought. The price formula provided for a $3 discount to average prices for Brent crude, a source said (Vedomosti, p. A1).

*** By selling gas on the border with European countries, Gazprom is giving away about $3 billion to traders, analysts reckon. But the Russian gas giant does not have any other way into Europe (Vedomosti, p. A1).

*** Ukrainian Prime Minister Yulia Tymoshenko on Monday linked the recent arrest in Russia of suspected crime boss Semyon Mogilevich to the need to rid the gas trade between the two countries of murky middlemen (Moscow Times, p. 1; Vremya Novostei).

Russian press on the energy sector on January 30
*** Wednesday is the deadline for nomination of candidates to the board of directors of Gazprom, the list of which is to be approved February 4. Current chairman Dmitry Medvedev, who is expected to succeed President Vladimir Putin after the March 2 election, will not be on the list. But market players, politicians and Gazprom shareholders are all wondering whether Putin will succeed Medvedev as chairman of the gas giant (Kommersant, p. 1).

***Interview: Alexander Japaridze, founder and executive director of Eurasia Drilling Co (Vedomosti).
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For your information

One cubic meter (1 cu.m) equals 35.3147 cubic feet or 61,023.41 cubic inches or 219.969 British gallons or 264.17 American gallons or 6.28976 barrels. One American barrel equals 158.988 liters.
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