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WEEKLY OUTLOOK

YUSCHENKO CALLS ON FOREIGN BUSINESS TO INVEST IN UKRAINE

Ukrainian President Viktor Yuschenko has invited all interested partners to participate in promising investment projects in Ukraine, he said at a press conference in Davos (Switzerland).

The head of state said Ukraine has much to offer the world's business circles today.

"Ukraine has not arrived at Davos with an empty portfolio," he added.

Yuschenko confirmed that at present, Ukraine is carrying out very active economic policies, which give opportunities for an excellent dialogue with business. He gave examples of promising investment projects for foreign business, among which are, in particular, projects on preparations to host the European Football Championship in 2012 (Euro 2012).

The head of state also said that Ukraine could offer many objects for privatization.

"The project on the privatization of facilities today is being formed at the political level and will be introduced soon," he said. In particular, he said that these are Kryvy Rih Oxidized Ore Mill, also known as KGOKOR, and telecoms giant Ukrtelecom.

"The main discussions with businesses that would like to work in Ukraine are being held on these projects," he said.

Yuschenko also invited representatives of business circles to cooperate in the energy sphere.

"We're speaking about a number of projects that could arouse the world's interest. These are the projects on the transportation of Caspian oil to the European Union and on the development of a new oil refinery in Ukraine, which would operate using Caspian oil, development of oil and gas pipelines," Yuschenko said.

Yuschenko said that the political situation in Ukraine is stable.

�Speaking about investment opportunities in preparations for Euro 2012, President Yuschenko called on foreign investors to involve themselves in active work to prepare for the holding of Euro 2012 in Ukraine. Yuschenko said there were opportunities to invest in Ukraine's infrastructure, including the reconstruction of 5,000 kilometers of highways and the development of Ukrainian aviation. 

Yuschenko said Ukraine's proposals on the issue would be raised during an annual meeting of founders of the EBRD in summer. 

Yuschenko outlined promising opportunities on the developing stock market of Ukraine. He said at least 10 companies would be listed on the NYSE in 2008.

Yuschenko said the state had stakes of between 5% and 40% in 2,000 companies that would be offered for sale. According to Yuschenko, the move will make the Ukrainian stock market more dynamic. 

Commenting on the tasks for the Ukrainian government in 2008, he said the deficit of the 2008 national budget should not top 1.8-2% of GDP. 

Another task is to achieve "progress in the political and economic association with the European Union" in 2008. 

Yuschenko said, "Ukraine had enough national reserves to prevent shocks on regional markets." 

During his visit to Davos, Yuschenko met with U.S. Secretary of State Condoleezza Rice. 

Speaking at a meeting with Yuschenko on January 23, Rice said the protection of Ukraine's sovereignty and independence is an important task for the United States.

Yuschenko and Rice discussed Ukrainian-U.S. relations and the issue of preparations for a visit by U.S. President George Bush to Ukraine. The date of the visit was yet to be specified through diplomatic channels.

Rice expressed support for Ukraine's bid to join NATO.

Rice and Yuschenko also discussed the question of Ukraine's joining the NATO Membership Action Plan and Ukraine's accession to the WTO.

Rice assessed the political situation in Ukraine as being positive and emphasized that Ukraine was a friend and democratic partner of the United States.

Rice said it was an important task for the Untied States to protect the sovereignty and independence of Ukraine.

The meeting lasted for 30 minutes at the official residence of President Yuschenko during his visit to Davos on January 23. 

Yuschenko also met with the leader of Britain's Conservative Party, David Cameron, during the World Economic Forum in Davos.

Yuschenko said Ukraine wants to develop cooperation with the United Kingdom, in particular in economic and investment cooperation and trade development, the presidential press service reported.

Trade between Ukraine and the United Kingdom in January-September 2007 was $1.7 billion, which is 30% up on the same period of 2006.

The Ukrainian president stressed that Ukraine appreciates Britain's consistent support for the country's bid to gain European Union membership. He said he hoped that Britain would support the introduction of the provisions on political association and economic integration in the new agreement between Ukraine and the EU.

Yuschenko also thanked those Conservative Party members who supported the incentive of the British-Ukrainian All Party Parliamentary Group to honor victims of the Famine in Ukraine. The president invited Cameron to visit Ukraine.

In Davos, Yuschenko met his Azeri counterpart Ilham Aliyev to discuss energy cooperation. Yuschenko and Aliyev discussed the situation in energy sector, in particular the completion of the Odesa-Brody-Plock pipeline.

The two presidents spoke about joint energy security and briefed each other about the political situations in their countries.

The two leaders discussed Azerbaijan's participation in the upcoming energy summit in Ukraine, which is due to be held in Kyiv this spring.

Besides, Aliyev and Yuschenko discussed the project for the creation of a common energy transportation space with the participation of Azerbaijan, Turkey, Georgia, Lithuania, Poland, Ukraine, Estonia, Latvia, Slovakia, Turkey, Romania, and Bulgaria.

President Yuschenko also met with Afghanistan's President Hamid Karzai in Davos, They discussed bilateral trade and economic relations, Yuschenko's press service reported. 

Yuschenko stressed that Ukraine has the resources to participate in the rebuilding and development of Afghanistan's energy complex, and in reconstructing the country's civil and transport infrastructure. 

Ukraine is ready to develop cooperation with Afghanistan in the electricity sector as well, he added. 

Yuschenko and Karzai also touched on issues of military and technical cooperation. 

Both presidents agreed that the dialogue between the two states should be stepped up, to bring Ukrainian-Afghan relations to a new level. 

Yuschenko also repeated his invitation to Karzai to visit Ukraine this year. 

In addition, Yuschenko met with Prime Minister Abdullah Ahmad Badawi of Malaysia in Davos to discuss political and economic cooperation between the countries. 

Yuschenko said Ukraine and Malaysia should step up work on agreements to facilitate cooperation. 

Yuschenko further said Ukraine was interested in investments from Malaysia in the context of the holding of Euro 2012 in Ukraine and Poland in 2012. 

The sides also discussed the cooperation in trade, the economy, the defense industry, and the space industry. 

Yuschenko invited the prime minister to visit Ukraine. 

Badawi said in turn that the visit could start the work of the joint intergovernmental commission. 

The prime minister also invited Yuschenko to visit Malaysia.

Yuschenko attended the Davos Forum on January 23 through January 25, 2008. The Ukrainian delegation included Foreign Minister Volodymyr Ohryzko, head of the president's office Ruslan Demchenko, Deputy Head of the Presidential Secretariat Oleksandr Chaly and Ukraine's permanent representative to the United Nations, Mykola Maimeskul. 

�

ECONOMIC POLICY

WORKING GROUP ENDORSES PROTOCOL ON UKRAINE'S ACCESSION TO WTO, DEPUTY ECONOMY MINISTER SAYS 

�The working group on Ukraine's accession to the World Trade Organization (WTO) at a meeting in Geneva on Friday endorsed a protocol on Ukraine's joining the WTO, Ukrainian Deputy Economy Minister Valeriy Piatnytsky told Interfax-Ukraine on Friday.

The question of Ukraine's accession to the WTO will be considered by the General Council of the WTO on February 5-6.

He voiced confidence that Ukraine would become a member of the WTO. "We have no doubts on the matter," he said.

The Ukrainian-EU talks on the creation of a free trade area will start right after Ukraine's accession to the WTO, he said. 

Ukrainian President Viktor Yuschenko says he is satisfied with the recommendations of the working group to the World Trade Organization General Council to admit Ukraine to the World Trade Organization.

"This is a great event. I am looking forward to February 5. I have been invited to take part in the meeting of the General Council of the WTO," Yuschenko said at a press conference in Davos on Friday.

He said the fifteen-year marathon of Ukraine's membership bid for the WTO was over. Yuschenko voiced confidence that Ukraine would become a member of the WTO in February.

If admitted, Ukraine will have an opportunity to discuss the terms of accession of Russia to the WTO. 

�YUSCHENKO REGRETS THAT RUSSIA HAS NOT RATIFIED AGREEMENT ON FREE TRADE AREA WITH UKRAINE

�Ukrainian President Viktor Yuschenko regrets that the Russian parliament has not ratified the agreement on free trade area with Ukraine.

"I regret that in the context of the Ukrainian-Russian relations the agreement on free trade zone signed by Russia and Ukraine in 1993 has not been ratified by the State Duma," Yuschenko said at a press conference in Davos on Thursday. 

The ratification of the agreement could be the best answer on optimization of the bilateral trade and economic relations, he said. 

�PUTIN, YUSCHENKO DISCUSS FEBRUARY MEETING OF INTERSTATE COMMISSION

�Russian President Vladimir Putin and his Ukrainian counterpart Viktor Yuschenko discussed preparations for a meeting of the bilateral interstate commission in a telephone conversation at Ukraine's initiative, the Kremlin said.

"The presidents discussed preparations for the second meeting of the Russian-Ukrainian interstate commission slated for early February in Moscow," the Kremlin said in a statement.

�OHRYZKO, LAVROV DISCUSS PREPARATIONS FOR SECOND MEETING OF YUSCHENKO-PUTIN COMMISSION

�Ukrainian Foreign Minister Volodymyr Ohryzko and Russian Foreign Minister Sergei Lavrov discussed preparations for the second meeting of the Ukrainian-Russian interstate commission slated for late February in Moscow in a telephone conversation on January 22, the Ukrainian Foreign Ministry's press service said in a statement.

The ministers agreed that the preparation of a number of documents for signing at the meeting will be discussed, with the participation of representatives of the foreign ministries of the two countries within the framework of Secretary of Ukraine's National Security and Defense Council Raisa Bohatyriova's visit to Moscow, the statement says.

These documents include a 2008 Ukrainian-Russian action plan, as wells as documents on trade, economic, scientific and technical cooperation, the press service said.

Ohryzko and Lavrov confirmed that both countries would exchange visits of high-ranking officials after the meeting of the interstate commission in order to implement the reached agreements.

The ministers also agreed that a bilateral meeting, at which current issues in Ukrainian-Russian relations will be discussed, would take place after the interstate commission meeting as well.

�TYMOSHENKO CALLS FOR IMPROVEMENT IN UKRAINIAN-RUSSIAN RELATIONS

�Ukrainian Prime Minister Yulia Tymoshenko called for improved Ukrainian-Russian relations in an interview published in the January 26 issue of the Correspondent weekly magazine.

The two countries should build their relations "on the basis of understanding their mutual national interests," Tymoshenko said.

"I think Russia and Ukraine should switch from mutual and reciprocal accusations and a kind of permanent duel to a very substantive dialogue regarding all problematic issues existing in our relations. I think Russia is starting to treat Ukraine as a sovereign power today," Tymoshenko said.

The time for "a flippant, superficial, and irresponsible approaches, which the previous ruling party manifested in relations between Ukraine and Russia," is gone, she said.

"Russia and Ukraine will feel comfortable if they understand that Ukraine is a sovereign country and that relations with it should be built on a reliable foundation of mutual national interests. I, as the head of government, will seek to build this very kind of foundation," Tymoshenko said.

�UKRAINIAN GOVT TO LAUNCH 'TRANSPARENCY INITIATIVES'

�Ukraine's government plans measures to make the justice system, privatization and land leasing more transparent and simplify the tax system and customs formalities, Prime Minister Yulia Tymoshenko announced on Thursday.

"The Ukrainian Cabinet of Ministers is working on transparency initiatives. These initiatives must start with point number one - reforming the justice system," Tymoshenko said at a meeting with investors in Kyiv.

"This can be done within a short time" if the Ukrainian leadership has the political will to do so, and "we and the president do have the political will for this," she said.

Tymoshenko said she had discussed the planned initiatives in detail with Justice Minister Mykola Onishchuk.

The prime minister said the government planned to make privatization and land leasing transparent via open auctions. She said work was nearly finished on four draft laws to that effect.

There would also be open auctions for licenses, including licenses to develop mineral deposits, Tymoshenko said.

The premier said the government also planned to simplify the tax system and "will do a great deal as regards customs" by simplifying customs formalities.

�SOME IN UKRAINE'S ORANGE COALITION QUESTION SOME OF TYMOSHENKO'S STEPS

�Ihor Kryl, a member of the pro-presidential Our Ukraine - People's Self Defense bloc, said he is worried about the actions of Yulia Tymochenko's government as regards privatization.

"The hasty steps that are being made in connection with privatization can lead to political corruption," he said at a briefing in Kyiv on Thursday.

"A state privatization program should be adopted, the Verkhovna Rada should discuss it and then take steps under this program," Kryl said.

This program should span a five-year period, at least, he said.

The privatization program should primarily determine strategic areas of privatization, he said.

�RADA CANNOT ENDORSE 'POPULIST SLOGANS AND DREAMS' AS PROGRAM OF GOVERNMENT, YANUKOVYCH SAYS 

�Regions Party Leader Viktor Yanukovych has said the Verkhovna Rada cannot endorse a "selection of populist slogans and dreams" as the program of the Ukrainian government. 

Commenting on the program of the Cabinet of Ministers of Yulia Tymoshenko at a meeting of the shadow government, Yanukovych said the orange team had failed to make good campaign pledges that their government would draw up "the best ever program of all governments in the world." 

"Instead of a specific program of actions of the government, Tymoshenko's government has produced a selection of populist slogans and dreams," he said. 

"The government gives sweat promises to people, but wants to lay the burden of responsibility on the shoulders of the parliament," Yanukovych said. 

"Regrettably, the draft is not a full, complex and comprehensive program of activities. It cannot be even entitled as a program of the government. Such a document cannot be endorsed at the parliament," Yanukovych said. 

�UKRAINIAN EX PM PREDICTS CRISIS RESULTING FROM CABINET MOVES

�Leader of the Ukrainian Party of Regions and the Shadow Cabinet Viktor Yanukovych believes that the first steps of the Cabinet of Prime Minister Yulia Tymoshenko in 2008 indicate that Ukraine is heading for a period of crisis.

"The first steps of the Ukrainian Cabinet this year indicate that Ukraine is heading for critical times," he said at a session of the Shadow Cabinet on Wednesday.

It is clear already today that "the government is working on the purely political task of preparing the platform for presidential elections," he said. "It is easy to guess for whom," he said.

Yanukovych criticized the program proposed by the Tymoshenko Cabinet.

"Instead of a concrete program of action the Tymoshenko government produced a collection of populist slogans and dreams," he said.

"Unfortunately, the draft [program] is not a proper comprehensive and systemic program of action. It cannot be approved in parliament," he said.

�



YANUKOVYCH HOPES TO REGAIN POWER, CONTINUE REFORMS

�Leader of Ukraine's Party of Regions, former Prime Minister Viktor Yanukovych hopes to regain power and continue the reforms launched by his government.

"Unfortunately, we failed to take further a number of reforms. The program we developed in the government, including with the help of international experts, remains on paper but we hope to launch it as soon as we come to power," Yanukovych told U.S. Assistant Secretary of State Daniel Fried at a meeting in Kyiv on Thursday.

In 2007, the government managed to keep the economy moving along at a sufficiently high rate, despite the acute political crisis, the ex-premier said.

Commenting on the current situation in Ukraine, he said that the parliamentary coalition has a fragile majority and that in this situation any reform would be hard to implement.

There's little difference between the program of the government led by Tymoshenko now and that of the one she led in 2005, Yanukovych said.

Characterizing relations between the government and the opposition, he said: "We are listening to each other," adding that the cooperation promotes the search for consensus.

He noted that his party treats political changes in Ukraine with calm.

"There are no ultimate victories or ultimate defeats in politics," the ex-premier said.

�UKRAINE SHOULD REASSURE INVESTORS THAT POLITICAL CONFRONTATION HAS ENDED, SAYS FORMER WORLD BANK PRESIDENT

�Ukraine today has to give a clear signal to investors that the political confrontation in the country has ended, according to James D. Wolfensohn, the 9th president of the World Bank.

He was speaking during the 4th Ukrainian lunch-conference in Davos arranged by the Victor Pinchuk Foundation and EastOne company, the foundation's press service said on Friday.

According to him, the second thing which makes him worry is Ukraine's accession to international institutions. There is confidence in Ukraine that when this has been achieved, this will be a serious signal for international community, he said.

Speaking at the event, President of the European Bank for Reconstruction and Development Jean Lemierre in turn pointed to an improvement in the business environment in Ukraine and the development of the country's banking sector.

At the same time, he said, the country is currently facing serious challenges, mainly with the need to urgently develop an efficient energy policy, including an energy saving policy.

Moreover, Lemierre believes that Ukraine badly needs to develop its infrastructure. According to him, it needs investment.

"You're doing this, and attention to the [need for] partnership between the state and the private sector in issues related to the development of infrastructure is growing, mainly as part of preparations for Euro 2012." However, he said, the infrastructure needs to be developed not only for football, but also for facilitating the competitiveness of the economy."

As reported, the Victor Pinchuk Foundation and EastOne held the Lunch-Conference "Ukraine. What's next?" at the World Economic Forum. The main accent of the conference in 2008 was placed on the global challenges Ukraine faces as a part of the global economic and geopolitical space.

The conference was held in the Morosani Schweizerhof Hotel on January 25. The key speakers were President of Ukraine Viktor Yuschenko, 9th President of the World Bank James Wolfensohn, Director of Institute of International Economy Fred Bergstein, as well as Vice-President and Chief Managing Director of PepsiCo International Michael White.

The Victor Pinchuk Foundation is Ukraine's largest charitable foundation. It was set up in 2006 by Ukrainian businessman Victor Pinchuk. The foundation sets up and implements social projects aimed at developing Ukraine and breeding a new generation of Ukrainian leaders.

Among the foundation's priority directions are health care, education, culture, human rights, Ukraine's global integration and the development of local communities.

�WORLD ECONOMIC CRISIS WON'T DRASTICALLY AFFECT UKRAINE, SAYS INTERNATIONAL EXPERT

�The world economic crisis will not drastically affect Ukraine and neighboring countries' economies, says Fred Bergstein, the Director of the Peterson Institute for International Economy (Sweden).

He shared this opinion during the 4th Ukrainian lunch-conference in Davos arranged by the Victor Pinchuk Foundation and EastOne company, the foundation's press service said on Friday.

"The fact that Ukraine's economy is on the rise is a positive feature for the world economy in general," he said.

At the same time, he described two most important consequences of the world economic crisis for Ukraine's economy. 

The first group of risks, in his opinion, includes those related to international trade.

He said the slowdown of U.S. development in combination with rejection of globalization in many regions of the world may trigger a new wave of the strengthening of protectionism in economic policy both in Western and Eastern Europe. Moreover, the new U.S. administration is most likely to object to open markets for produce originating from other countries, including from Ukraine," he said.

In this context, he said, Ukraine's accession to the World Trade Organization is very important. As a WTO member, Ukraine will have strong positions in the safeguarding of sales market and protection of its economy.

The second group includes currency risks. 

He said that since Ukraine is looking for its place in the European Union, it would be appropriate to change the forex rate and peg it to the euro, rather than to the U.S. dollar.

"This will be an important step for the reinforcement of the country's financial system," he said.

�UKRAINIAN GOVT URGED TO REVISE 2008 ECONOMIC FORECASTS

�The Ukrainian government must revise its macroeconomic forecasts for 2008 owing to the threat of a recession in the world economy, said Mykola Azarov, the head of the parliament's finance and banking committee.

"Bearing in mind the protracted fall of stock exchanges on the world market and the threat of recession in the world economy, as well as the pressure of unrestrained inflation on the hryvnia, the government should revise macroeconomic forecasts for 2008, and, consequently, introduce adjustments to the budget," Azarov was quoted as saying in a press release.

Azarov said the first priority is the necessity of working out draft legislation and regulations directed towards supporting national producers and export potential, as well as strengthening the independence of the National Bank of Ukraine's monetary policy.

The state budget for 2008 forecasts UAH 215.36 billion (5.05 hryvnias/$1 on January 25, 2008) in revenue, an increase of 37% in comparison with the 2007 state budget. Revenues include UAH 168.966 billion, up 34.7%, in the general fund and UAH 46.394 billion (45.7%) in the special fund. State budget expenditures for 2008 were increased 33.1% to UAH 232.372 billion, of which UAH 186.739 billion were to the general fund (30.8%) and UAH 45.633 billion to the special fund (43.2%).

The budget deficit cap was approved at UAH 18.82 billion.

The state budget for 2008 is on the basis of inflation forecast of 9.6% and expected GDP growth of 6.8%, or UAH 889.4 billion. The budget deficit is forecast to come to 2.12% of GDP.

�REFUNDING OF DEFAULTED SOVIET-ERA DEPOSITS TO ADD 2-3% TO INFLATION IN 2008, SAYS EXPERT

�Refunding of defaulted Soviet-era deposits will impact inflation in Ukraine, and it could exceed forecasts for 2008 by 2-3 percentage points, according to the head of the information and analytical center Forex Club, Mykola Ivchenko.

He said at a briefing in Kyiv last week that the cabinet this year plans to allocate UAH 5.76 billion to reimburse deposits, which is 1.5% of the monetary stock as of late November 2007. The impact of the increase in the monetary stock on inflation in 2008 could be insignificant, Ivchenko said.

The expert said that the total sum of refunding is around UAH 20 billion, and around UAH 14 billion will be used as cashless payment for municipal services and other payments.

He also said that the disproportion in the pace of growth in public's incomes and GDP, the lack of development of small and medium businesses in Ukraine, the absence of a detailed policy for fighting price shocks on the market, and the undeveloped financial market would affect inflation in 2008.

Inflation grew 16.6% in 2007, the State Statistics Committee said. The cost of food, non-food items and services grew 22.9%, 6% and 12%, respectively, in 2007. 

Last year's inflation was the highest Ukraine had seen since 2000, when it totaled 25.8%. The country managed to lower inflation to 6.1% in 2001 before posting its first ever deflation of 0.6% in 2002. Over the next three years, inflation totaled 8.2%, 12.3% and 10.3% respectively.

�INFLATION EXPECTATIONS IN UKRAINE FOR 2008 REMAIN HIGH, REAL INFLATION GROWTH TO CONTINUE

�Inflation expectations in Ukraine for 2008 remain high due to the growth in food prices in 2007 and a rise in the price of electricity and municipal services, according to an economic review by the analyst of Kyiv-based Sokrat Group, Serhiy Nevmerzhytsky.

"Continuing price hikes in the foodstuff sector, which started in 2007, and the postponed increase in the price of electricity, transport and municipal services will stimulate inflation," he said.

The expert said that there would not be a considerable impact on the price index from the refunding of defaulted Soviet-era deposits, as the payments will be made gradually.

"The UAH 6 billion for refunding in the budget is a small sum for the present Ukrainian economy. The increase in monetary stock, which will be linked with inflow of foreign currency, would present more problems," he said.

Nevmerzhytsky said that the current macro-economic tendencies would remain in 2008: 6.9% real GDP and 12% annual inflation.

He said that the slowdown in GDP growth would be linked with a forecasted slowing in the pace of the growth of trade due to a gradual fall in the pace of growth in consumer crediting, as well as slowing in the metallurgy and chemical industry.

The analyst said that engineering, construction and agriculture would be the key movers of economic growth this year.

Real GDP at 7.3% in 2007 is a rather good figure, taking into account the shocks the Ukrainian economy faced last year, he said.

Nevmerzhytsky said that the increase in the price of energy would slightly impact the price index.

�

REVENUES TARGET OF GENERAL FUND OF 2007 NATIONAL BUDGET FULFILLED BY 100.5%, SPENDING TARGET BY 99.8%

�The revenues target of the general fund of the national budget of Ukraine in 2007 was fulfilled by 100.5%, and the spending target was fulfilled by 99.8%, according to a posting on the official Web site of the State Treasury. 

According to the report, a total of UAH 126.1 billion were sent to the general fund, which is UAH 24.773 billion more year-on-year. 

The target was over-fulfilled by 28 revenue sources out of 42. 

The treasury reimbursed UAH 18.869 billion in VAT. 

According to the report, in 2007, UAH 92.318 billion was sent to accounts of the main managers of budget funds, which is 99.8% of the target and UAH 15.904 billion more year-on-year. 

Over this period, debts and the interest on them to foreign and domestic creditors were paid in time. UAH 3.35 billion was allocated to service the state debt, including UAH 743.4 million for domestic debt and UAH 2.607 billion for foreign debt; while UAH 5.977 billion were allocated to pay off the state debt, including UAH 2.367 billion for domestic debt and UAH 3.61 million for foreign debt. 

According to the bill on the 2007 state budget, revenues for 2007 are planned at UAH 157.287 billion, with revenues to the general fund being UAH 125.444 billion. The expenditure of the state budget was set at UAH 174.632 billion. 

The deficit limit of the 2007 state budget was set at UAH 15.716 billion, including UAH 14.413 billion for the general fund. 

�YUSCHENKO NOT TO SIGN AMENDED STATE BUDGET WITH DEFICIT EXCEEDING 2%

�Ukrainian President Viktor Yuschenko has said that he will not sign an amended law on the state budget with the deficit exceeding 2%.

"In order to curb inflation, we should control government spending, in other words, we should have a controllable deficit of the state budget… I would like to say once again: I will not sign a budget law with a deficit exceeding 2%," Yuschenko said in an interview with Inter Channel on January 20.

As reported, on December 28, 2007 the Verkhovna Rada endorsed the law on the 2008 national budget of Ukraine and on the introduction of amendments to individual regulatory acts of Ukraine.

The Ukrainian president signed the law on the 2008 national budget on December 30.

�YUSCHENKO CRITICIZING 2008 BUDGET FOR ABSENCE OF ENERGY SAVING PROGRAMS 

�Ukrainian President Viktor Yuschenko has 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 Thursday.

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

�YATSENIUK PLEDGES TO CUT SPENDING ON STATE BODIES DURING WORK ON AMENDMENTS TO 2008 BUDGET 

�Amendments to the 2008 national budget will cut spending on state bodies, Verkhovna Rada Chairman Arseniy Yatseniuk told the press on Wednesday. 

"The question will be considered very attentively during the work on amendments to the Ukrainian budget in March," he said. 

All articles with "improper expenses on state bodies" will be revised, Yatseniuk said. 

�CONSTITUTIONAL COURT RECEIVES INQUIRY FROM SUPREME COURT ON CONSTITUTIONALITY OF CERTAIN CLAUSES OF 2008 BUDGET

�The Constitutional Court of Ukraine has received an inquiry from the Supreme Court concerning the constitutionality of certain clauses of Ukraine's law on the state budget for 2008 and the introduction of amendments to individual regulatory acts of Ukraine.

The Constitutional Court received the inquiry on January 23, the court's press service reported.

In line with the Constitutional Court's regulations, the inquiry has been submitted to the court's secretariat.

�2008 KYIV BUDGET SETS $250M LIMIT ON EXTERNAL BORROWING 

�The 2008 Kyiv budget sets a $250 million limit on external borrowing, or the equivalent sum in euros.

According to the Kyiv City Council budget approved on January 17, 2008, the interest rate on loans attracted under capital market condition must not exceed 8.9% for a five-year loan, 9.1% for a seven-year loan and 9.5% for a ten-year loan. 

The Kyiv authorities are intending to use the attracted funds to finance the further construction of the Podilsko-Voskresensky bridge, the reconstruction of an express tramway line, the construction of the metro network, and servicing domestic and external loans attracted in 2003. 

In January through October 2007, UAH 220.15 million was allocated for debt payments, including UAH 210.55 million for external debt payments and interest payments on external loans attracted from 2003 to 2005. 

The 2008 city budget foresees UAH 478 million for debt payments, including UAH 463.9 million for external loan payments. 

Kyiv has already placed eurobonds four times: five-year eurobonds worth $150 million with an interest rate of 8.75% per annum in July 2003 (the lead-managers were JP Morgan, UBS Warburg and Dresdner Bank), seven-year eurobonds worth $200 million with an interest rate of 8.625% per annum in July 2004 (Deutsche Bank and Morgan Stanley), ten-year eurobonds worth $250 million with an interest rate of 7.98% per annum in October 2005 (CityGroup and Credit Suisse), and five-year eurobonds worth $250 million with an interest rate of 8.25 per annum in November 2007 (Citi, Credit Suisse, Deutsche Bank and UBS). 

�KYIV DOES NOT PLAN TO BORROW ABROAD THUS FAR – FINANCE MINISTRY

�Ukraine does not plan to borrow abroad in the near future, Finance Minister Viktor Pinzenyk said on Wednesday.

"Ukraine's emergence on the external market is inadmissible today, because we must put inflation under control," he said.

The minister also said that the country's entry to the market of foreign borrowings would be negotiated with the National Bank.

Earlier reports said that under the 2008 state budget, the government plans to increase borrowings on the domestic market 2.1 times in 2008, bringing them to UAH 7.776 billion, and it wants to draw UAH 8.098 billion abroad.

Statistical reports indicate that consumer prices grew 16.6% in Ukraine in 2007. Inflation in 2007 was highest since 2000, when it stood at 25.8%. In 2001 inflation was reduced to 6.1%, in 2002 a 0.6% deflation was reported for the first time in Ukraine's history. In subsequent years inflation stood at 8.2%, 12.3% and 10.3%, respectively.

�FINANCE MINISTRY SIMPLIFIES SMALL BUSINESS ACCOUNTING

�Ukraine's Finance Ministry has cancelled some earlier approved regulatory acts on accounting that complicated the operation of small businesses, according to a Finance Ministry press release issued on January 18. 

On January 18, 2008, Finance Minister Viktor Pinzenyk signed a corresponding order after the panel discussion with specialists, public members and the members of methodological council on accounting under the ministry, during which the problem of the simplification and optimization of accounting for domestic business was discussed.

"The Finance Ministry simplified a third kind of accounting for profit tax payers, which foresaw the monthly recording of 15 registries and an additional annual report under form No. 7 for about 200 indicators," the statement reads. 

Such reports significantly limited the rights and increased the burden on small enterprises, according to the statement. 

"The ministry [wants] to ease the conditions of business activity and [aid] the development of a competitive economy," read the press release, quoting Pinzenyk. 

The cancellation of the additional accounting report will contribute to a rise in the level of trust of business in the regulatory actions of the government and will decrease the enterprises' expenses on accounting, the press release said.

�LAW ON PRIVATIZATION OF STATE PROPERTY SHOULD BE IMPROVED, NEW STATE PRIVATIZATION PROGRAM TO BE DRAWN UP, SAYS YUSCHENKO

�Ukrainian President Viktor Yuschenko has said the top-priority of the new government in privatization should be improving the law on the privatization of state property and working out a new state privatization program, the presidential press service has reported.

The press service said that this is stipulated in a letter sent by the president to Ukrainian Premier Yulia Tymoshenko on January 22.

The president voiced confidence that the improved law on the privatization of state property and the new state privatization program should foresee:

- improvement of the mechanism for the sale of state property to grant the maximum transparency in the process;

- drawing up programs to reform various sectors, defining methods for selling important objects in various sectors and creating conditions for attracting investment, regulating the state's impact on the development of these sectors, and creating mechanisms for the regulation of the relevant markets;

- drawing up a clear state strategy for setting up efficient property structures, including through cutting the list of state objects not subject to privatization, and selling non-controlling stakes, on which the state has no influence;

- approving conditions and the privatization procedure for Group B and G objects only via a cabinet resolution;

- privatizing Group G companies (strategic) through selling controlling stakes at tenders, and later selling small stakes;

- drawing up mechanisms for the privatization of objects not interesting to investors;

- conducting a preliminary expert discussion on the privatization of objects;

- allocating at least half of funds raised by the privatization of state property to investment in state companies of strategic importance to the state's economy and security, first defining top-priority economy sectors that need support.

Yuschenko said that the state program should determine the conditions for the privatization of objects for large and medium privatization, the basis for the privatization of the following strategic objects: OSJC Ukrtelecom, OJSC Odesa portside plant and other key companies. The company this year should stick to Ukrainian laws in this issue.

The president said it is also necessary to study the inclusion of Prykarpattiaoblenergo, Lvivoblenergo, Odesaoblenergo, Poltavaoblenergo, Sumyoblenergo, and Chernihivoblenergo electricity supply companies in the list companies in which state stakes should be first sold in 2008. The president said that state stakes in these companies are assets of the national JSC Energy Company of Ukraine.

"The sale of state stakes in these companies would not only deprive the state of the chance to manage these strategic objects, but could significantly influence the results of activities of these companies, make impossible the fulfillment of their liabilities, in particular, to creditors, and worsen their financial and economic state," reads the letter.

The head of state said that a separate approach is needed for the Kryvy Rih Oxidized Ore Mill (KGOKOR).

"This issue needs settling at the international level, due to the fact that other countries took part in the construction of this object. Any decision on KGOKOR not agreed with the countries that participated in its construction would lead to rather negative consequences for Ukraine," Yuschenko said.

Taking into account these facts, the president said that it is necessary to hold talks with the countries that participated in the construction of KGOKOR, and sign new agreements, and only after this to settle the issue of the completion of the plant. He said that this would be possible through the privatization of KGOKOR at a tender, the creation of OSJC on the basis of KGOKOR's property, with the attraction of Ukrainian steel market players, and the completion of KGOKOR by the state.

Yuschenko asked the government to study the issues raised, review cabinet resolution No. 81-p of January 16, 2008 and inform him on the results by February 15, 2008, as well as urgently submit a draft law on the state privatization program.

�TYMOSHENKO SAYS PRESIDENT NOT INSISTING ON ANNULMENT OF WHOLE LIST OF COMPANIES FOR PRIVATIZATION IN 2008 

�Ukrainian Prime Minister Yulia Tymoshenko has announced she discussed with President Viktor Yuschenko a list of companies to be privatized in 2008, and said the president did not insist on annulling the whole list.

"The president did not demand annulling the whole list," Tymoshenko said at a news conference in Kyiv on Wednesday.

The meeting produced an agreement that the government would substantiate in detail why the privatization of regional energy companies and of the Kryvy Rih Oxidized Ore Mill must be privatized, she said.

According to earlier reports, the Cabinet confirmed on January 16, 2007, a list of 20 companies to be privatized in the first part of 2008. The most desirable of the companies [to be privatized] are Ukrtelecom and the Odesa Portside Plant.

The presidential secretariat stated that a list of companies to be privatized should be drawn up after the Verkhovna Rada approves the privatization program.

�UKRAINE'S GOVERNMENT TO AMEND LEGISLATION TO MAKE PRIVATIZATION MORE TRANSPARENT, SAYS PM

�Ukraine's Cabinet of Ministers has proposed to introduce amendments to the legislation on privatization to make the privatization process more transparent, Ukrainian Prime Minister Yulia Tymoshenko said.

"The draft law we propose envisages the introduction at the legislative level of transparent, clear auctions on privatization of state-owned property," Tymoshenko said at a government meeting on Wednesday while speaking about the cabinet's intention to consider a bill of amendments to certain legislative acts on privatization.

The premier stressed that the bill envisages the centralization of state property management. If the bill is passed, the State Property Fund of Ukraine will alone control state property, no matter where it is located and who managed it before, Tymoshenko said.

According to the premier, this bill will also allow the elimination of privatization through bankruptcy procedure as well as other fraudulent schemes.

"This law will remove all the shadow schemes and corruption," Tymoshenko said.

�YUSCHENKO CALLING FOR INDEPENDENT STRUCTURE TO BE IN CHARGE OF COMPANIES SUBJECT TO PRIVATIZATION

�Ukrainian President Viktor Yuschenko has said there is a need to form an independent structure to take charge of state-owned facilities put up for sale in Ukraine.

Yuschenko said this at a press conference in Davos, Switzerland, on Thursday. 

Ukraine has several large state-owned enterprises waiting for privatization in Ukraine.

"We should form a structure, preferably independent, that will be in charge of the privatization package for each facility, warm up the respective market, and present each project at business sessions and shows in London, Moscow, and New York," Yuschenko said.

The president said every effort should be taken to prepare the market properly to prevent the situation when the number of sellers on Ukraine's market exceeds that of international purchases. 

The facilities put up for sales are national wealth and Ukraine should manage them carefully and considerately, bearing in mind the economic benefit, Yuschenko said.

�

UKRAINIAN CABINET NOT CONTROLLING FULFILLMENT OF ENERGY STRATEGY, SAYS YUSCHENKO

�Ukrainian President Viktor Yuschenko has said that the government failing to support work to realize the energy strategy of Ukraine up to 2030, which was approved in March 2006, the presidential press service has reported.

Yuschenko said during a meeting with Fuel and Energy Minister of Ukraine Yuriy Prodan in Kyiv on January 22 that the cabinet did not support the document with relevant programs and measures, and has not yet determined the responsibility of executive power bodies for the non-fulfillment of figures foreseen in the strategy.

Sector ministries and bodies ignore the document, the president said.

The head of state said that gas extraction in Ukraine fell from 20.85 billion cubic meters in 2006 to 20.6 billion cubic meters in 2007, and the forecasted balance of gas for 2008, which was approved by the cabinet, foresees its fall to 20.3 billion cubic meters.

Yuschenko also said that every year the targets for cutting gas consumption are not met.

�YUSCHENKO: ECONOMY AT RISK WITHOUT GAS PRICING FORMULA

�Ukrainian President Viktor Yuschenko said that the absence of a formula for setting the price of natural gas creates unpredictability that jeopardizes the national market and the industrial sector.

"It's not good that we have no price formula. It creates a risk for the national market and for the industrial sector, which operates on that gas," Yuschenko told Inter TV in an interview on January 20.

"Ukraine receives gas from Central Asia - for now it is the cheapest of the gas available to Ukraine on alternative markets," he said, noting that there is no formula for setting the gas price and that "every year we confront the fact of a new price, and are baffled as to the pricing principles."

Kyiv has limited ability to change the price it charges for transiting gas, he said.

"Transit of 55 billion cubic meters of Turkmen gas 2,500 kilometers to Ukraine is roughly the same as transit of 127 billion cubic meters of Russian gas 1,100 kilometers through Ukraine," he said.

Raising Ukraine's gas transit charge "and getting a similar increase on the other end isn't logical for us," he said.

�UKRAINE MEETS ITS ENERGY TRANSIT COMMITMENT, SAYS YUSCHENKO

�Ukrainian President Viktor Yuschenko 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, Yuschenko 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.

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 Lemierre, the Director of the Program on Energy and Sustainable Development David Victor of Stanford University and business representatives.

�UKRAINIAN PM CALLS FOR REVIEW OF RUSSIAN GAS TRANSIT FEES 

�Ukrainian Prime Minister Yulia Tymoshenko said the time has come to review the fees paid by Russia for the transit of its natural gas across Ukraine to Europe.

"I find that the time has come for a discussion between Ukraine and Russia on the cost of transit," she told a Wednesday briefing in Kyiv.

Tymoshenko said she had ordered a market study of transit rates in other countries having gas transportation networks and their comparison with Ukrainian rates. "And with these figures we would start talks with Russia," she said.

As of January 1 the rate for transiting 1,000 cubic meters of gas 100 kilometers in Ukraine is $1.70.

�YUSCHENKO: RAISING GAS TRANSIT FEE WOULD BE RISKY

�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, Ukrainian President Viktor Yuschenko said on Thursday.

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, Yuschenko told a news conference in Davos, Switzerland.

Yuschenko 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.

Yuschenko 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.

�





GAS TALKS BETWEEN MOSCOW, KYIV MUST NOT BE UNILATERAL PROCESS – RUSSIAN DIPLOMAT

�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 Yuschenko, who recently said that "any changes will entail other changes."

�ODESA-BRODY PIPELINE EXTENSION HAS TO BE LOOKED AT REALISTICALLY – POLISH MINISTER

�The extension of the Odesa-Brody oil pipeline to Poland has to be looked at realistically, Polish Economy Minister Waldemar Pawlak said on a public radio show January 22.

"It has to be looked at not only from the dreamer's point of view but also realistically," Pawlak said on Radio 1's Sygnaly Dnia show.

"It is worth thinking about which way the oil is flowing in the pipeline and whether it is realistic to get oil which will flow to Poland [...] from that region," he said.

The Odesa-Brody pipeline was built in 200 1 to deliver crude oil from the Caspian Sea to the West. Poland, Ukraine, Azerbaijan, Georgia and Lithuania set up a company called Sarmatia to build an extension to the pipeline to Poland. Odesa-Brody currently transports Russian oil in a reverse direction.

The analysis needed to verify the economic viability of the project has not been carried out, according to Pawlak, who has been criticized in the media for taking a sharp stance on the issue. He maintains that while the required technical and economic aspects have not been researched he cannot give a precise comment on the viability of the project.

Russian experts believe the political factor behind the project overshadows the economic aspects. According to Sergei Grigoryev, deputy head of Russian pipeline operator Transneft, the project's economic feasibility could be determined only if Sarmatia has guarantees of oil deliveries from producers.

�UKRAINE READY TO BOOST COAL SUPPLIES TO BULGARIA, SAYS COAL MINISTER

�Ukraine will boost coal supplies to Bulgaria, if the Bulgarian side invests funds in the development of Ukrainian coal producing enterprises, Coal Industry Minister Viktor Poltavets told reporters in Donetsk on Wednesday.

"We now have agreements for the export of that coal. If they're ready to invest money in the development of companies in excess of the concluded agreements, we'll be working with them and providing them with that fuel," he said. 

He said Bulgaria is interested in the import of Ukrainian-produced low-sulfur anthracite.

"They're asking us to supply up to an additional 1 million tonnes of anthracite containing no more than 1.2% sulfur. Our biggest shortage is in this type of coal. We have anthracite, but this kind with such a level of sulfur is of a limited amount," he said.

According to Poltavets, only two companies produce such fuel in Ukraine. He added that on Thursday he would leave for Luhansk region where those companies are located to discuss, among other things, the possibility of supplying their coal to Bulgaria.

He also said that he had met with Bulgarian delegates in Kyiv on Wednesday morning.

The next round of talks is scheduled for next week, he added.

�UKRAINE'S COMMISSIONER FOR INTERNATIONAL ENERGY SECURITY APPOINTED

�Ukrainian President Viktor Yuschenko has created the office of Ukraine's presidential commissioner for international energy security at his secretariat and appointed Bohdan Sokolovsky as its head.

Sokolovsky, born in 1954, is Yuschenko's foreign policy advisor.

According to regulations, Ukraine's presidential commissioner for international energy security is responsible for preparing and implementing the initiatives of the Ukrainian president, as well as international events on international energy security held with the participation of the Ukrainian president.

The commissioner interacts with other offices of the secretariat, as well as the consulting, advisory and auxiliary agencies established by the president, committees and commissions in the Verkhovna Rada, the secretariat of the government, central and regional authorities, and public and other organizations.

�UKRAINE, MOLDOVA DISCUSSED ELECTRICITY COOPERATION 

�Ukraine's Fuel and Energy Minister Yuriy Prodan and Moldova's Industry and Infrastructure Minister Vladimir Antosii discussed bilateral cooperation in electricity, the Fuel and Energy Ministry's press service reported.

During a working meeting in Kyiv on Wednesday, the parties discussed the supplies of Ukraine's electricity to Moldova and the need to raise the price of the exported electricity to the level of the prices set for Ukrainian consumers. 

The ministers also agreed to continue cooperation on the construction of the Novodnistrovsk (Ukraine) - Beltsy (Moldova) – Suceava (Romania) power transmission line and confirmed the intention to join the Ukrainian and Moldovan energy systems to the UCTE (Union for the Co-ordination of Transmission of Electricity).

Ukraine exported 9.2 billion kWh of electricity in 2007, which is 11.8% or 1.237 billion kWh down year-on-year. At the same time, Ukrainian electricity supplies to Moldova in 2007 grew by 18.3% to 2.931 billion kWh.

�KYIV, TEHRAN DISCUSS ENERGY COOPERATION PROSPECTS

�Ukraine and Iran are looking into a possibility to hold a meeting of a bilateral intergovernmental commission in order to extend cooperation between the two countries.

This issue was discussed at a meeting of Ukraine's Deputy Prime Minister Hryhoriy Nemyria and Iranian Foreign Minister Manouchehr Mottaki on January 20 in Tbilisi, where they attended the inauguration ceremony of Georgian President Mikheil Saakashvili, Natalia Lysova, the Ukrainian deputy prime minister's press secretary, told journalists.

"Preparations for and the meeting of the intergovernmental commission could boost not only Ukrainian-Iranian cooperation, but will also provide new cooperation opportunities," Lysova quoted Nemyria as saying at the meeting.

The parties discussed cooperation prospects in the energy, aircraft and car-building areas, she said. Mottaki hailed the idea of the meeting of the Ukrainian-Iranian intergovernmental commission. There is a political will to develop cooperation with Ukraine in Iran, Lysova quoted the Iranian foreign minister as saying.

�UKRAINE, IRAN TO PREPARE PLAN TO IMPLEMENT BILATERAL ENERGY PROJECTS

�Ukrainian energy experts will soon visit Iran where they will draft a plan to implement bilateral energy projects for a meeting of the Ukrainian-Iranian intergovernmental commission, Ukraine's Deputy Prime Minister Hryhoriy Nemyria said.

"Energy experts will soon visit Iran, what will be preparations for a meeting of the Ukrainian-Iranian intergovernmental commission," Nemyria told journalists after a meeting with Iranian Foreign Minister Manouchehr Mottaki in Tbilisi on January 20.

The Iranian side expressed an intention to continue constructive cooperation within the framework of the United Nations and the International Atomic Energy Agency (IAEA) in order to "close the nuclear dossier," Nemyria said.

The parties stressed the necessity to use political and diplomatic tools in this area, he said, adding that the parties also discussed regional security.

�FORECASTED MARKET PRICE OF ELECTRICITY IN FEB TO GROW BY 3%

�The forecasted wholesale market price of electricity on the Ukrainian wholesale electricity market in February 2008 will be UAH 278.23 per MW (VAT not included), which is 3% more than in January.

The forecasted market price of electricity for February is stipulated in National Electricity Regulatory Commission (NERC) resolution No. 31 of January 18, the commission told Interfax-Ukraine last week.

The forecasted wholesale market price of electricity in January through November 2006 grew by 18.3%, from UAH 185.14 to UAH 219 per MWh (VAT not included), in December 2006 through January 2007 it remained unchanged, and in February through December 2007 grew by 20.9%, to UAH 264.82 per MWh (VAT not included). In December the price grew by 4.2% and in January it grew by 2%.

The NERC regulates the activity of the monopolies in the energy and oil sector, as well as the price and tariff policy in these sectors. 

�UKRAINE COULD INTRODUCE AUCTIONS TO SELL ACCESS TO POWER TRANSMISSION LINES TO EXPORT ELECTRICITY

�Ukraine could introduce auctions to sell access to interstate power transmission lines to export electricity and restrictions on the minimum price of exported electricity.

The relevant proposals are foreseen in the draft law on amendments to the Ukrainian law on the power industry, which was registered in the parliament on January 18, 2008. The initiator of the document is the head of the parliamentary committee for the fuel and energy sector, nuclear policy and security, Mykola Martynenko.

The necessity to adopt this law is linked with demand to liberalize electricity exports, settling price formation issues in export transactions, and increasing their transparency and efficiency, according to the explanatory note to the draft law.

The adoption of the document would also create conditions for preventing court hearings during the review of earlier signed medium- and long-term export contracts, the parliamentary committee said.

If the law is approved, electricity exporters would be able to buy electricity on the wholesale electricity market at the price, which is not less than the price, at which electricity is sold to electricity supply companies to supply it to end consumers.

The draft law also foresees the introduction of auctions to sell access to interstate power transmission lines to export electricity and a procedure for their conduct.

Electricity will be exported on the basis of a standard agreement, which is signed between the winner of the auction and the organization that exploits the interstate power transmission lines.

If parliament adopts the law, Ukrenergo state company would be obliged to publish information on the current loading of interstate power transmission lines every quarter.

�

UKRAINE'S GAS MARKET OPERATION, CONSTRUCTORS' ACTIVITIES IN TURKMENISTAN SHOULD BE CONSIDERED AT NSDC MEETING, SAYS PRESIDENT

�Ukrainian President Viktor Yuschenko has said that the operation of the country's gas market in 2008 and Ukrainian contractors' participation in construction work in Turkmenistan should be considered at the next meetings of the National Security and Defense Council.

The president said this in a letter to National Security and Defense Council Secretary Raisa Bohatyriova, the presidential press service reported on January 22.

�UKRAINE RANKS EIGHTH IN 2007, AT 42.8 MILLION TONNES, IN WORLD RATING OF STEEL PRODUCERS 

�Ukraine remained the eighth largest of the world's 67 main steel producing countries in 2007, and it increased steel production by 4.7% year-over-year to 42.8 million tonnes.

The rating is published by the International Iron and Steel Institute (IISI). 

Along with Ukraine, the top ten steelmakers in 2007 were China (489 million tonnes, a 15.7% rise), Japan (120.2 million tonnes, a 3.4% rise), the United States (97.273 million tonnes, a 1.4% decline), Russia (72.2 million tonnes, a 2% rise), India (53.1 million tonnes, a 7.3% rise), South Korea (51.4 million tonnes, a 6% rise), Germany (48.5 million tonnes, a 2.8% rise), Brazil (33.8 million tonnes, a 9.3% rise) and Italy (32 million tonnes, a 1.2% rise).

In 2007, the key steel producers, accounting for 98% of world output, smelted 1.344 billion tonnes of steel, which was 7.5% up on 2006. 

As reported, world steel output in 2006 grew by 8.8% from 2005, to 1.24 billion tonnes.

�World's steel output, million tonnes:
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UKRAINE NEEDS MORE THAN UAH 126B TO HOLD EURO 2012, BOHUTSKY SAYS

�Ukraine needs to spend more than UAH 126 billion to prepare for the European Football Championship Euro 2012, according to the deputy head of the presidential secretariat, Yuriy Bohutsky. 

"On the whole, we need to attract more than UAH 126 billion to hold Euro 2012, and more than UAH 26 billion of this [will be] loans from the state and local budgets," he said at a briefing in Kyiv on January 21.

The 2008 national budget foresaw UAH 4 billion for preparations for Euro 2012, including UAH 1.8 billion for facilities being prepared for the championship. 

He also said that two proposals for the construction of a new stadium in Kyiv are being viewed, on the left bank on the territory of tank plant and on the right bank near the city's Expocenter. 

�PRESIDENTIAL SECRETARIAT ALARMED AT POOR WORK IN PREPARATION FOR EURO 2012, SAYS BOHUTSKY

�The presidential secretariat is alarmed with the poor work being done to prepare the country to host the finals of the European Football Championship in 2012, the presidential press service reported on Thursday, referring to deputy head of the presidential secretariat, Yuriy Bohutsky.

He said that on January 1, a meeting of the coordination council for the preparations to host Euro 2012 was held, and on January 22 the head of state signed its protocol decision.

"All issues are important. The president is specially alarmed with uncertainty over the coordination council members and some government members, who have reported on the readiness and settlement of certain issues," he said.

Bohutsky said that the president insists on the fulfillment of not only the decision of the council at the latest meeting, but a number of previous decisions concerning Euro 2012.

The president said he particularly alarmed by the delay in settling the situation around the Olimpiysky National Sports Complex.

"The head of state especially pointed out the necessity to settle legally the issue of the Olimpiysky complex," he said, adding that the measures to settle the situation should be adopted soon after the council's meeting, although it did not take place.

"Today [the settling of the issue] is being delayed, and we don't see any activity, or insistence from the side of the government," he said.

�KYIV CITY COUNCIL ENDORSES PROGRAM OF PREPARATIONS FOR EURO 2012 

�Kyiv city council on Thursday endorsed in general a program of preparations of the city for Euro 2012. 

The city council will finally endorse the program at the next session of the council on January 31. 

Kyiv City Administration First Deputy Head Oleksandr Holubchenko told the council the budget of the program would be UAH 38.5 billion, including UAH 3 billion from the national budget and UAH 18 billion from the city budget. The city administration plans to raise UAH 17.5 billion in credits and investment. 

A major part of the budget of the program - UAH 21 billion - will be used to bring the transport infrastructure of the city in line with the requirements of the UEFA. 

The construction of a new stadium and three training bases will take another UAH 1.6 billion. 

�KYIV RANKS 20TH IN WORLD IN TERMS OF COST OF REAL ESTATE

�Kyiv is twentieth in the world in terms of the cost of real estate, according to a rating by the Global Property Guide, a British analytical real estate agency.

According to the rating, one square meter in apartments of at least 120 square meters downtown Kyiv costs $4,152. This is higher than in Munich ($3,613) and St. Petersburg ($3,417), and slightly less than in Warsaw ($4,383). Moscow is third with $15,521 per square meter.

According to the rent rating of the company, Kyiv is ninth with a monthly rent of $3,722 for a downtown apartment. This is more than in Geneva ($3,616) and less than in Sydney ($4,145). Moscow is third in this rating with $8,122.

�ODESA URBAN CONSTRUCTION COUNCIL APPROVES PLAN OF TRADE COMPLEX IN CITY'S HEALTH RESORT DISTRICT

�Odesa urban construction council has approved the town planning verification of a shopping mall on the territory of the Dolphin campsite at 307 Mykolaiv road, near Luzanovka in Odesa, Volodymyr Kolokolnykov, head of the city's department of architecture and urban construction, told Interfax-Ukraine. 

The trade complex will be built on the present site of residential houses after they are demolished. 

He said a parking kit for 1,700 cars would be placed on the first floor, as it was impossible to construct an underground parking lot because the complex is to be built on a restricted area. A grocery supermarket will be also located on the first floor. 

Stores will be placed on the second floor, a fitness studio, children's entertainment complex, a skating-rink, a cinema hall and bowling alley with 12 lanes will be on the third floor. 

The entrance to the building will be a 20-meter portal with an entrance ramp for wheelchairs. The construction of the building and its opening will be carried out in several stages. 

�

SPF SUSPENDS SIGNING OF LEASING AGREEMENTS

�The State Property Fund (SPF) has suspended tenders to lease state property until the cabinet approves a resolution on the resumption of signing leasing agreements, the SPF has reported in the Vidomosti Pryvatyzatsii newspaper.

According to the report, the fund also recommended that its regional departments not announce new tenders or announce the winners of tenders called earlier.

"These actions could cause the submission of appeals to courts by potential leasers concerning the requirements of renters to conduct tenders and by the winners of tenders concerning the requirement of renters to sign leasing agreements," the fund said.

"Persons who submitted applications to rent objects should be informed of cabinet resolution No. 1,231 of December 24, 2007, and have their documents returned," reads the report.

As reported, the new government headed by Premier Yulia Tymoshenko banned the SPF from making decisions on the sale of state property until the cabinet approves a separate resolution on this.

The government ordered the fund and all concerned bodies to submit their proposals on the improvement of the procedure for the sale of state property to grant its transparency and openness.

On January 15, the State Property Fund suspended sale of state stakes on stock exchanges to fulfill the cabinet order.

�KYIV CITY COUNCIL APPROVES SOCIAL AND ECONOMIC DEVELOPMENT PROGRAM FOR 2008, FORESEEING LARGE-SCALE SPENDING ON TRANSPORT

�Kyiv City council has approved the budget and the 2008 social and economic development program, foreseeing large-scale spending in the transport sphere, the press service of Kyiv City state administration reported last week.

"Understanding the urgency of the issue, especially in the light of preparations for the European Football Championship in 2012, we decided in this year's budget to accelerate the building of transport infrastructure objects," reads the report, citing First Deputy Head of Kyiv City state administration, Denis Bass.

The administration said that every day 1.1 million vehicles move on Kyiv's roads, with 850,000 of registered in Kyiv, and around 250,000 being transit vehicles. This causes frequent jams in 76 traffic concentration sites.

The program foresees the introduction of an intelligent transport control system, and the upgrade and building of transport hubs. According to the report, some problems in this sphere could be settled only with the participation of the cabinet, parliament, the leadership of Kyiv region and Kyiv regional council deputies.

Moreover, the authorities plan to introduce a common parking system, continue developing overland passenger transport and the subway network, and upgrading light rapid rail transport.

The launch of a transport management system – so-called smart traffic lights – would allow increasing transport flows by 15-20%, and cut traffic jams by 20-30%. Fuel consumption would fall by 10-12%, and emissions would fall by 13-18%. Accidents on roads would decrease by 10-15%.

The administration said that the first stage of the automated traffic control system has been completed: 124 crossroads have smart traffic lights, 3,500 new LED traffic lights have been installed, and five information indicator boards have been installed. The whole system will be launched in 2009. UAH 200 million will be spent on the system and UAH 100 million should be allocated from the budget to finally launch the system.

Kyiv's authorities said that another option for settling traffic problems in Kyiv is to introduce a one-way system in downtown Kyiv. In 2008 one-way traffic will be introduced on 32 streets in the city. The traffic capacity of streets is expected to grow by 30%.

Moreover, from March 1, 2008 truck movement in the city will be restricted. 

"Cargo terminals should be constructed outside the city and bus stations would be removed to the outskirts Kyiv. We need the help of the Interior Ministry and Kyiv region. I can say that the city has been allocated land plots for six bus stations," Bass said.

The upgrade of the main traffic hubs in Kyiv and the building of new ones would considerably increase the traffic capacity of Kyiv roads, he said.

"By 2012, some 83 objects should be reconstructed. The city can finance half of them, while others need state support," he said.

One large-scale project that the city is realizing practically on its own is the Podil bridge. The bridge will be commissioned in 2011. The problem of linking the Troyeschyna District with downtown Kyiv will be settled, Bass said.

Bass said that the authorities would cope with all the tasks and by 2012 the city will have transport infrastructure of a European level. 

�TRANSPORT AND COMMUNICATIONS MINISTRY APPROVES RISE IN TARIFFS FOR CARGO RAILWAY DISPATCH IN 2008

�The Transport and Communications Ministry of Ukraine has approved an increase in the tariffs for cargo railway dispatch in 2008.

According to ministry resolution No. 43 of January 17, coefficients to the tariffs for shipment of first, second and third tariff class cargo from February 1 will grow by 12%, from April 1 by 17%, from July 1 by 35 and from October 1 by 3%.

Moreover, earlier differentiated tariffs on cargo shipments in Ukraine, under exports and imports contracts from February 1 will be equaled.

The tariff for ore and ore concentrate transportation under exports contracts from February 1 will grow by 25.2%, under imports contracts will fall by 17.8%, in Ukraine will grow by 1.5 times. The common coefficient will grow from April 1 by 17%, from July 1 by 3% and from October 1 by 3%.

The tariff for mineral fertilizers transportation under exports contracts from February 1 will grow by 17%, under imports contracts will soar by 7.2%, in Ukraine will grow by 17.4%. The common coefficient will grow from April 1 by 17%, from July 1 by 3% and from October 1 by 3%.

The tariff for light fuel transportation under exports contracts from February 1 will grow by 12%, under imports contracts and in Ukraine will grow by 20.7%. The common coefficient will grow from April 1 by 17%, from July 1 by 3% and from October 1 by 3%.

The tariff for dark fuel transportation under exports contracts from February 1 will grow by 15.1%, under imports contracts and in Ukraine will grow by 12%. The common coefficient will grow from April 1 by 17%, from July 1 by 3% and from October 1 by 3%.

The tariff for coke transportation under exports contracts from February 1 will grow by 1.6%, under imports contracts and in Ukraine will grow by 24.7%. The common coefficient will grow from April 1 by 17%, from July 1 by 3% and from October 1 by 3%.

�DOCUMENTS ON MISUSE OF OFFICE BY OFFICIALS IN TRANSPORT AND COMMUNICATIONS MINISTRY SUBMITTED TO PGO

�The Chief Department for Fighting Organized Crime at the Interior Ministry of Ukraine and Department for Fighting Organized Crime in Kyiv have received documents on the misuse of office by officials in the Transport and Communications Ministry of Ukraine, which caused illegal expenses of state funds worth UAH 122,213.

The PR and international activities department at the Interior Ministry reported that the documents have been sent to Kyiv Prosecutor General's Office.

From July 7 through July 13, 2007, a delegation of the Transport and Communications Ministry of eleven persons headed by the minister visited Tokyo (Japan). All expenses on the trip were illegally financed by a state company. The delegation included four persons who were not officials of the ministry.

The checks showed that there are no documents on discussions and settling issues of the ministry's cooperation with Japan.

�POLAND SETS UP EMERGENCY UNIT TO MONITOR TRAFFIC TAILBACKS AT POLISH-UKRAINIAN BORDER CROSSINGS

�Poland has set up an emergency unit to monitor traffic tailbacks at Polish-Ukrainian border crossings following protest action by customs officials, the Polish Foreign Affairs Ministry said in a release out Friday.

"At the general consulate of Poland in Lviv, an immediate emergency unit has been created in order to monitor the situation at border crossings," the release reads.

The Polish consul general also contacted Petro Oliynyk, governor of the Lviv Oblast, western Ukraine; the mayor of Mostyska city (in the Lviv Oblast), and the Association of Polish Culture in Lviv with a request of immediate assistance to drivers waiting in queues.

Employees from the Polish consulate have been sent to border crossings in Krakowiec and Szegini in order to determine the main needs of people waiting to enter Poland.

Earlier reports said that Polish customs officers went on strike on Friday morning on the border with Belarus. The Polish customs began clearing vehicles from Belarus a few hours ago.

�LVIV AUTHORITIES CREATE TEAMS TO HELP TRUCK DRIVERS STUCK AT POLISH BORDER 

�The Lviv regional state administration has instructed the heads of state administrations in districts neighboring Poland to create teams to render medical aid and other services to the drivers of almost 1,000 trucks that cannot cross the Polish border due to the ongoing strike of Polish customs officers, the press service of the regional administration told Interfax-Ukraine on Friday. 

The press service said Lviv First Deputy Regional Governor Valeriy Piatak signed the instruction on Friday. 

�LINE OF TRUCKS GROWING AT UKRAINIAN-POLISH BORDER

�A line of trucks at the Krakowec-Korczowa border checkpoint at the Ukrainian-Polish border has grown, the press service of the Western Regional Department of the Ukrainian Border Service told Interfax.

According to the press service, some 800 trucks are lined up on the Polish side of the border post; the number of trucks on the Ukrainian side reached 660. Polish customs officers serviced only 12 vehicles on Sunday.

The situation is slightly better at other border checkpoints. There are 100 trucks standing in line on the Ukrainian side of the Rawa Russka-Hrebenne border checkpoint; the number of trucks is 200 on the Polish side. As to the Shegini-Medyka checkpoint, there are 160 on the Polish side and 120 the Ukrainian side of the checkpoint.

Hot food is being supplied to drivers standing in lines; fire brigades and doctors are on duty at the checkpoints. Truck carrying no goods can cross the border through the Kroscienko-Smilnytsia checkpoint.

Polish customs officers went on a strike on January 25 and stopped offering services at borders with Russia, Ukraine, and Belarus. The officers are protesting against low salaries. As a result long line have formed on both sides of the checkpoints.

�

PROBLEMS AT POLISH CUSTOMS REACH RUSSIA AFTER HITTING BELARUS, UKRAINE

�Polish customs officers went on an indefinite strike at the Russian-Polish stretch of the border in the Kaliningrad region, Yelena Sinyavskaya, spokesperson for the Bagrationovsk regional customs office, told Interfax.

"The Polish customs office's strike was over low pay," she said.

Following a strike at the Bagrationovsk-Bezledy checkpoint, one Polish customs officer was attached to each direction, she said. "But these customs officers actually do not clear either Russian or Polish citizens across the border," she added.

A passenger train from Germany will be allowed into the Kaliningrad region after all through the Mamonovo-Gronovo checkpoint, Sinyavskaya said.

"At the same time, not a single Polish vehicle can be seen on the Polish side at all checkpoints along the Russian-Polish stretch of the border. Polish shuttle, traders warned of the strike, did not travel to the Kaliningrad region for cigarettes and alcohol. And very few vehicles travel to Poland from Kaliningrad region," she said.

�POLAND'S PM TUSK SAYS STRIKING CUSTOMS OFFICERS CANNOT BE FORCED TO RETURN TO WORK

�Poland's Prime Minister Donald Tusk said on January 28 that striking customs officers at Poland's eastern borders cannot be forced to return to work.

"The problem is that we are not dealing with a strike [...] this protest is spontaneous and uncoordinated - functionaries took holidays and other forms of leave and I have no possibility to force anyone to work," Tusk said at a press conference after meeting the heads of customs offices. "I hope, however, that today's meeting [...] will bring [positive] results."

The customs officers' protests have resulted in long tailbacks on Poland's eastern borders as a large number of customs officers has refused to work in protest at pay levels and what they see as unjust laws governing their profession.

In order to end the action, the government agreed to raise the officers' monthly pay checks by PLN 500 gross and introduce legal changes to bring their employment conditions in line with that of other uniformed services.

"I would like to say that, firstly, we will work with customs officers on a new law [modernizing the customs service] that should be ready by the end of January at the latest; secondly, I decided to change an executive order by the Finance Ministry so that overtime could be paid out, not only gotten back as free time [...], " Tusk said.

A protesting committee of international freight carriers has threatened to start a blockade on roads to the capital city of Warsaw and the south-eastern city of Przemysl, at the Polish-Ukrainian border, in the near future if the government fails to resolve the problem.

According to Poland's Association of International Road Transportation Carriers (ZMPD), losses were at EUR 1 billion daily in places were queues were 20 km long. At the Polish-Belarusian border in Kukuryki, queues are currently at some 44 km.

Tusk said on January 28 that all compensation will be paid if the courts rule in favor of claimants.

"This is the right of each carrier," Tusk said.

�INTERIOR MINISTRY UNCOVERS SERIOUS CASES CORRUPTION WITH LAND IN KYIV, LUTSENKO SAYS

�Ukrainian Interior Minister Yuriy Lutsenko has said the ministry has uncovered serious cases of corruption with land in Kyiv. 

"My position is the same. Kyiv needs a new head. We have found serious corruption schemes concerning land in Kyiv," he told the press in Kyiv on Thursday. 

"We have identified an organizer, who is wanted now. This is the real concern of [Kyiv Mayor Leonid] Chernovetsky and his team," he said. 

�AGRICULTURE MINISTRY SUGGESTS 2.5-MILLION-TONNE GRAIN EXPORT QUOTA AS OF APRIL 1

�Ukraine's Agriculture Ministry suggests introducing a quota on grain exports of almost 2.5 million tonnes from April 1 to July 1, 2008, a source at the ministry told Interfax-Ukraine on January 22.

According to the source, a corresponding draft cabinet resolution was agreed with the Economy Ministry and could be submitted for examination by the government in the near future.

The draft resolution stipulates that the wheat export quota will be fixed at 1 million tonnes, that of maize at 1.45 million tonnes, of rye at 3,300 tonnes, and barley at 3,000 tonnes.

The previously introduced quota, set at 1.2 million tonnes, will be in effect until April 1, 2008.

As was reported earlier, the Ukrainian government set grain export quotas as of July 1, 2007 at 12,000 tonnes, which were considered by market players as a prohibitory measure. In November 2007, the cabinet decided to prolong the effect of the quotas until the end of the year, and additionally allowed the export of 1.2 million tonnes of grain from January 1 to March 31, 2008.

The Economy Ministry is currently receiving applications for grain export licenses within the quotas set until April 1, 2008.

Previously, public organizations suggested raising grain export quotas by 3.8 million tonnes to 5 million tonnes until the end of the 2007-2008 marketing year.

�

AGRICULTURE MINISTRY PROPOSES TO INCREASE COMPENSATION FOR COMPLEX AGRICULTURE MACHINERY TO 40% IN NATIONAL BUDGET AND EXPENSES ON LEASING TO UAH 1B

�The Agricultural Policy Ministry of Ukraine has proposed to increase the compensation rate from the national budget on the purchase of complex agriculture machinery by farmers from 30% to 40% for grain harvesters, class three tractors and machinery and equipment for the mechanization of cattle breeding.

The director of the agricultural engineering department at the Agriculture Ministry, Volodymyr Savchenko, said during a roundtable last week that the 40% compensation rate was foreseen in the law on state support for agricultural engineering, although it has yet to be launched.

He said that the 40% compensation rate is needed only for the above-mentioned machinery, while for other machinery the 30% rate could be retained.

The ministry also proposes to increase the financing of leasing transactions for agriculture machinery to UAH 1 billion (at present UAH 203 million) in the 2008 national budget amendments.

Savchenko said that the ministry believes that it is necessary to change the existing leasing mechanism, as the present interest rate should be cut.

Savchenko said that in 2007, Ukragroleasing bought machinery worth UAH 43 million, while the budget allocated UAH 244 million (17.6% of the funds used).

The ministry also proposes to cancel import duty on equipment needed to upgrade domestic companies and grant partial compensation for interest on credits received to conduct technical re-equipment and purchase of material resources.

�GOVERNMENT TRIMS SUGAR PRODUCTION QUOTA FOR '08/'09 MARKETING YEAR

�Ukraine's government has set the quota for sugar production for the domestic market (A-quota) for the 2008/2009 marketing year at 1.985 million tonnes, which was 55,000 tonnes down on this marketing year's A-quota, according to Agriculture Minister Yuriy Melnyk.

As the minister told reporters on Wednesday, the cabinet also set the minimum sugar price for the 2008/2009 marketing year at UAH 2,083 per tonne, and that for sugar beets at UAH 141.64 per tonne (without VAT).

As was reported, the Agriculture Ministry earlier suggested that the A-quota for the 2008/2009 marketing year be set at 1.985 million tonnes, proceeding from the recommended level set at 40 kg per capita.

The minimum sugar price for the current marketing year is set at UAH 2,500 per tonne (VAT included), and that of sugar beets at UAH 170 per tonne (VAT included).

The annual capacity of Ukraine's sugar market is estimated at about 2 million tonnes.

Ukraine produced 1.862 million tonnes of sugar from sugar beets in the 2007/2008 marketing year, according to rough data, which was 28.3% down on the previous marketing year.

�UKRAINE PERMITS PORK IMPORTS FROM SPAIN AND POULTRY IMPORTS FROM FRANCE

�Ukraine has canceled a ban on the import of pigs and pork from Spain, which was imposed earlier due to an outbreak of hog cholera in the country, according to a report by the state committee for veterinary medicine of Ukraine.

The committee said that the ban was lifted as the hog cholera in Spain has been contained.

According to the report, Ukraine also permitted poultry imports from France as the country has regained the status of favorable regarding Newcastle disease.

The ban of poultry imports from France was imposed in 2006.

�UKRAINE BANS IMPORTS OF POULTRY FROM HAIFA, PORK FROM ITALY

�Ukraine has banned poultry imports from Haifa district, Israel, because of an outbreak of a deadly strain of bird flu in the district, said the State Committee for Veterinary Medicine of Ukraine.

Besides, Ukraine has banned import of pork and pork products from Italy, where swine vesicular disease has been registered.

�UKRAINE BANS POULTRY IMPORTS FROM IRAN, INDIA, TURKISH PROVINCE

�Ukraine has banned imports of poultry and poultry products from Iran, India, and the province of Kastamonu in Turkey after highly pathogenic bird flu was recorded in their territories, the Ukrainian State Veterinary Committee said.

It had been reported earlier that Ukraine had banned poultry imports from Israel's Haifa administrative district because of an outbreak of highly pathogenic bird flu there.

�DEAD BIRDS FOUND NEAR SEVASTOPOL, CAUSE OF DEATH UNKNOWN

�Twelve dead birds - six cormorants and six diving ducks - were found on the 264th pier in the Crimean town of Balaklava near Sevastopol, the local department of the Ukrainian Emergency Situations Ministry said on January 21.

Sevastopol rescuers were informed about the dead birds in the afternoon on January 20. A task force of the ministry and veterinarians visited the location.

The dead birds were taken to a Sevastopol lab. Test results are so far unavailable.

Earlier reports said that the ministry had disposed of birds infected with highly contagious flu in the Crimean village of Rivne. Some 24,922 birds were destroyed at the Lobzenko private farm.

They also disposed of 14,760 eggs.

The State Veterinarian Committee confirmed H5N1 virus at the Lobzenko private farm. Many birds died at the farm from January 15-17.

The virus resulted in a ban on waterfowl hunting in the Crimea. It was also prohibited to sell birds and eggs from areas located within a 25 kilometer radius around the infected farm.

�NO THREAT OF SPREAD OF BIRD FLU IN CRIMEA, SAYS HEALTH MINISTER

�There is little chance of a further spread of bird flu in Crimea, Health Minister of Ukraine Vasyl Kniazevych told the press at a briefing in Kyiv on January 21.

He said that all possible measures to contain the outbreak had been taken. The poultry farm, where the bird flu was detected, is far from settlements and thanks to the measures already taken, the outbreak of the disease has been contained.

However, Kniazevych said that a new outbreak of bird flu could occur, as there is a risk of bird flu in the region due to the migration of wild birds.

�COMPANY NEWS

BANKING&INSURANCE 

OSCHADBANK RECEIVES THIRD TRANCHE OF $100M TO REFUND DEPRECIATED DEPOSITS AT SOVIET SBERBANK 

�Ukraine's state savings bank, Oschadbank, on Thursday received a third tranche this year from the national budget of $100 million to refund Ukrainian depositors at the Soviet Sberbank, Yaroslava Titova, the spokesperson for Oschadbank, told Interfax-Ukraine on Thursday. 

Oschadbank received the second tranche of $100 million on January 22 and the first tranche of $198.2 million early in January. 

Each Ukrainian citizen who deposited at outlets of the Sberbank in Ukraine is to receive up to UAH 1,000 in 2008. 

Prime Minister Yulia Tymoshenko has pledged to refund all depreciated deposits within two years. 

�OVER 500,000 UKRAINIANS RECEIVE REFUNDS FOR DEFAULTED SOVIET-ERA DEPOSITS

�Kyiv-based OJSC State Savings Bank of Ukraine (Oschadbank) from January 8 through January 21 registered 2.3 million citizens, who have defaulted Soviet-era deposits, of which over 500,000 have already received compensation, according to an Oschadbank press release.

The bank said that the bank's board decided to pay additional refunds on Thursday, and on Friday and Saturday to receive applications from depositors.

�OSCHADBANK SCHEDULES UAH1BN IN MONTHLY PAYMENTS TO REFUND DEPRECIATED SOVIET SBERBANK DEPOSITS

�Payments to refund depreciated Soviet Sberbank deposits will amount to UAH 1 billion a month, Oschadbank Governor Anatoliy Huley said in an interview with the Dzerkalo Tyzhnia (Mirror Weekly) weekly newspaper.

"We have been financed with $396 million. A total of 2,508,312 people have been entered into the register [of Soviet Sberbank depositors] and this sum has been charged. Of these people, 789,400 have already received money," said the banker.

Commenting on a decision to make the payments in U.S. dollars, he said that such payments will be effected in cities only, as the [poor] level of security in the bank's departments located in rural areas will not make it possible to refund the depreciated deposits in dollars.

�CABINET ORDERS OSCHADBANK TO PAY UKRPOSHTA 0.5% OF THE SUM OF REFUNDS TO DEPOSITORS FOR DEFAULTED SOVIET-ERA DEPOSITS 

�OJSC State Savings Bank of Ukraine (Oschadbank) is to pay the Ukrposhta state postal company 0.5% of the sum delivered to depositors as refunding for defaulted Soviet-era deposits.

This is stipulated in a cabinet resolution of January 17.

The compensation would be financed from the national budget.

The Finance Ministry was also ordered to reimburse losses to Oschadbank.

As reported, on January 11 Oschadbank's branches started paying compensation to depositors.

Oschadbank on January 11 received the first budget tranche of $198.2 million in 2008 to pay compensation to depositors, but no more than UAH 1,000 to each depositor.

The cabinet on January 9 passed a resolution on the procedure for the reimbursement of defaulted deposits of Ukrainians in the Soviet-era Sberbank.

�

UKRAINIAN SHADOW CABINET DEMANDS SACKING OF OSCHADBANK HEAD 

�The Ukrainian shadow cabinet of the Regions Party has demanded the sacking of Oschadbank state savings bank Governor Anatoliy Hulei for "unsatisfactory organization of the reimbursement of savings of citizens, which has caused humiliation, damage to health and even the deaths of Ukrainian citizens." 

According to the press service of the opposition government, it demands urgent measures to introduce order in services rendered at the pay desks of Oschadbank. 

"The opposition demands guarantees of the safety of citizens," the press service said. 

The shadow cabinet wants the savings bank and the government to settle the problem with reimbursement of the depreciated deposits in villages that do not have outlets of Oschadbank. 

The opposition also wants the government to publish a financial plan for the reimbursement of UAH 20 billion announced in the national budget for 2008, and the schedule for the reimbursement of UAH 130 billion in 2008-2009 with dates and sources of funding. 

�UKREXIMBANK TO RAISE $1.2 BN ON FOREIGN MARKET IN 2008

�OJSC State Export-Import Bank of Ukraine, also known as Ukreximbank, is to raise $1.2 billion on the foreign markets in 2008, Finance Minister Viktor Pinzenyk told reporters on Wednesday.

The bank's foreign borrowing plans were approved by the government on January 23, he said.

Ukreximbank was founded in 1992. All its stocks belong to the state. According to the National Bank of Ukraine by October 1, 2007, Ukreximbank ranked fifth among 173 operating banks in terms of overall assets, which are estimated at UAH 25.969 billion.

�BANK AUSTRIA CREDITANSTALT AG BUYS 94.2% STAKE IN UKRSOTSBANK FOR EUR 1.525BN – UNICREDIT

�Bank Austria Creditanstalt AG  (BA-CA), responsible within the UniCredit Group for commercial banking activities in CEE, has finalized the acquisition of 94.2% of the total issued share capital of Kyiv-based CJSC Ukrsotsbank from a group of investors represented by EastOne, an international investment advisory firm. 

"The purchase price at closing is EUR 1.525 billion (or ca. US$2.211 billion at current exchange rates)," UniCredit said in a press release on Thursday.

According to the document, the purchase price "includes the pro-rata capital increase subscribed by the selling shareholders in June 2007."

"In addition, the final consideration will include a post-closing adjustment to be based on Ukrsotsbank's net asset value at closing," reads the press release. 

UniCredit says that the acquisition of Ukrsotsbank reinforces UniCredit's Group's operations in Ukraine, one of the fastest growing economies in the region, where the Group already operates through Lutsk-based UniCredit Bank Ltd. 

According to the press release, Credit Suisse and UniCredit Markets & Investment Banking acted as financial advisors to UniCredit and BA-CA, with Allen&Overy acting as legal advisor. 

Italian banking group UniCredit said in July 2007 that Bank Austria Creditanstalt AG had signed a deal to acquire around 95% of Ukrsotsbank from a group of investors, representing the Interpipe group (Dnipropetrovsk, later renamed EastOne). Bank acquisition was then valued at $2.07 billion (EUR1.52 billion). The deal envisaged UniCredit Group spending about $130 million (EUR95 million) to buy the last additional share issue. The final price was to be increased to cover the expected change in net asset value, including Ukrsotsbank net revenue in 2007. The deal was expected to be finalized in the fourth quarter of 2007, after permission was received from the relevant regulation authorities in Italy, Austria and Ukraine.

Ukraine already has a UniCredit subsidiary - UniCredit Bank (Lutsk). The National Bank of Ukraine reports that on October 1, 2007, the bank was ranked number 59 by asset value (UAH4.95 billion) among 173 banks in the country.

Ukrsotsbank was established in 1990. Fitch Ratings reported that 95% of the bank's shares were indirectly controlled by Viktor Pinchuk, who owns Interpipe.

According to UniCredit, Ukrsotsbank shifted its activity towards retail banking following the acquisition by a Group of investors now represented by EastOne. At present, the Bank is considering diversifying its activities into asset management, financial consulting and pension funds.

�S&P RAISES UKRSOTSBANK LONG-TERM RATING TO 'BB-' WITH WATCH OFF AND NEGATIVE OUTLOOK

�Standard & Poor's Ratings Services on January 24, 2008 raised its long-term counterparty credit rating on Ukraine-based Ukrsotsbank OJSC (USB) to 'BB-' from 'B' and removed it from CreditWatch, where it had been placed with positive implications on July 6, 2007. At the same time, the 'B' short-term counterparty credit rating on the bank was affirmed.

The outlook is negative, S&P said in a press release.

The upgrade follows the acquisition by UniCredito Italiano SpA (A+/Stable/A-1), through its subsidiary Bank Austria Creditanstalt AG (A+/Stable/A-1), of a 94.2 % stake in USB. USB stands to benefit from this transaction in terms of financial flexibility, business development, and risk management.

"We consider USB to be a strategically important subsidiary of UniCredito and expect strong parental support in case of need," say S&P experts. "The long-term rating on USB consequently includes a two-notch uplift from the bank's stand-alone credit quality."

According to S&P, the ratings for USB reflect the bank's risky operating environment; rapid loan growth; pressured profitability ratios; tight balance-sheet liquidity; moderate capitalization; and intensified competition in the Ukrainian banking sector. Positive rating factors are support from the new parent, a good commercial franchise, improving diversification of the business mix and earnings, and reduced single-name concentrations. 

USB is among the top four banks in Ukraine and reported total assets of UAH 31 billion (or $6 billion) and a market share of over 5% of the system's assets at year-end 2007. 

According to S&P, USB is vulnerable to structural weaknesses of the Ukrainian economy, given the bank's continued rapid lending growth and high - albeit decreased - single-party lending and funding concentrations in a country with an untested credit culture. The bank faces stiff competition from large peers, including those recently acquired by strategic foreign investors. Despite better revenue diversification and strengthening cost controls, profitability ratios have been on a declining trend due to a lower interest margin, and fee income lagging behind other businesses expansion. 

S&P said that positive developments are expected in the medium term, as the business matures and the bank comes out from its current investment stage. Funding concentrations, high lending leverage, and sizable foreign debt repayment add to the bank's liquidity risks, partially mitigated by improving diversification and asset-liability management, and by parental support. Capitalization was strengthened in the first half of 2007 by a UAH 650 million capital increase. Nevertheless, S&P expects continued aggressive growth to put renewed pressure on capitalization ratios in 2008. 

S&P also says the negative outlook mirrors that on Ukraine (foreign currency BB-/Negative/B; local currency BB/Negative/B), and a downgrade of the sovereign would trigger a similar rating action on the bank. However, should the outlook on the sovereign be revised back to stable, that on the bank would also be revised to stable. Similarly, a raising of the foreign currency sovereign rating would trigger an upgrade of the bank. 

"We expect that UniCredito's initiatives to optimize and adapt USB's business model, processes, and internal technologies will allow USB to strengthen its commercial and credit position," said S&P experts. "The future direction of the ratings will also depend on the level of financial and operational support provided to USB by its strategic shareholder, but also on the evolution of the bank's risk profile and financial performance."

�FITCH UPGRADES UKRSOTSBANK ON ACQUISITION BY UNICREDIT

�Fitch Ratings on January 25 upgraded Ukraine-based Ukrsotsbank's (Ukrsots) ratings to Long-term foreign currency Issuer Default (IDR) 'BB-' (BB minus) from 'B' and Support '3' from '5', Fitch said in a press release.

The ratings are removed from Rating Watch Positive.

A Long-term local currency IDR of 'BB' has been assigned. The Long-term foreign and local currency IDRs are placed on Positive Outlook. The Short-term IDR and Individual rating are affirmed at 'B' and 'D', respectively.

In addition, Ukrsots' two eurobond issues – $100 million due June 6, 2008 and $400 million due February 22, 2010 - have been upgraded to 'BB-' (BB minus) from 'B', and the Recovery ratings of 'RR4' on these have been withdrawn. Furthermore, in line with its policy for banks whose ratings are driven by institutional support, Fitch has withdrawn Ukrsots' sovereign-derived Support Rating Floor of 'B- ' (B minus). 

These rating actions follow the recent completion of the acquisition of a 94.2% stake in Ukrsots by Italy-based UniCredit (rated 'A+'/Outlook Positive) through its Vienna subsidiary, Bank Austria Creditanstalt AG. 

The upgrade reflects Fitch's view of UniCredit's greater ability - as indicated by its Long-term IDR - compared with that of Ukrsots' previous majority owners, to provide the bank with support in case of need. However, Ukrsots' Long-term foreign currency IDR is constrained by Ukraine's 'BB-' (BB minus) Country Ceiling, while the Long-term local currency IDR also takes into account country risks.

The Outlooks on Ukrsots' Long-term IDRs reflect the Positive Outlook on the sovereign Long-term IDRs ('BB-' (BB minus)).

"Should Ukraine be upgraded, Ukrsots' Long-term foreign and local currency IDRs will likely follow suit," said Fitch.

The Individual rating of Ukrsots reflects existing pressure on capitalization and the bank's potentially vulnerable liquidity position, although the new shareholder should help to address these issues. The rating also acknowledges the bank's well-developed and expanding customer franchise, healthy bottom-line performance and good asset quality to date, as well as ongoing funding diversification. 

�UKRSOTSBANK STILL PLANS TO RAISE EUR 2.6BN ON FOREIGN MARKET IN 2008

�Kyiv-based Ukrsotsbank is to raise EUR 2.6 billion on the foreign market in 2008, Ukrsotsbank Governor Borys Tymonkin told reporters on Friday.

"Nobody will play against the market," he said, explaining that the final amount of borrowing would depend on the situation on the market.

Tymonkin was unable to say how much of this would be public borrowing. 

He said that during such a crisis as is seen today, the share of public borrowing decreases, while at the same time, the release of assets from stock markets leads to the growth of "professional tools" for borrowing.

He also said that under the approved plan, the bank's assets by the end of 2008 are expected to grow to UAH 50 billion, while in 2007 they grew from to UAH 31 billion from UAH 17 billion.

�

UKRPROMBANK MAY BUY BANK IN EU, BANKS IN CIS

�Ukrainian bank Ukrprombank is considering buying a relatively small bank in a European Union country - Poland, Hungary or Slovakia - and banks in Kazakhstan and Uzbekistan, Ukrprombank's chief executive said.

"The bank plans to move into the markets of CIS [Commonwealth of Independent States] countries because it has shareholders that are doing business in those countries. Besides, banking is quite a promising business from the point of view of possible sale. The plans for the bank to move into the market of one of the EU countries would help integrate the bank into international markets," Oleksandr Soltus told Interfax.

Ukrprombank also plans to build up its network in Ukraine. It will open about 50 sales outlets in 2008, bringing its total number of outlets in the country to 350, Soltus said.

The bank will be boosting both its network of branches offering a comprehensive range of services and its networks of specialized units, including mortgage and retail centers.

Ukrprombank is also considering setting up self-service centers fitted with automated teller machines (ATMs), information desks and currency exchange points, Soltus said.

In April 2006, Ukrprombank acquired 35% of Armenia's Arminvestbank, which controls about 5% of Armenia's market.

The principal stakeholders of Ukrprombank, which was set up in 1989, are the ABC company, which owns 34% interest in the bank, the Naftovy bank (34%), and the Ukrpromservis company (32%).

In terms of assets as of mid-2007, Ukrprombank was 72nd on the Interfax 1000 list of the biggest banks in the CIS prepared by the Interfax Center for Economic Analysis (Interfax-CEA) and 15th in Ukraine.

�UKRPROMBANK CONSIDERING ATTRACTION OF FOREIGN INVESTOR

�Kyiv-based Ukrprombank Ltd. is considering the possibility of attracting a foreign investor, according to Ukrprombank Board Chairman Oleksandr Soltus.

"Our strategy is to be ready to be sold and develop actively, increase capitalization and increase the value of the bank," he said.

He said that the bank does not rule out selling up to 100% of its statutory capital. The correlation between the price and equity could be 3.5-4.

Soltus said that by the end of 2008, Ukrprombank plans to increase its statutory capital by $150 million, or by 69.5%, to $365.842 million. He said that the bank plans to reorganize from a limited liability company to an open joint stock company.

The banker also said that the bank plans by late 2008 to increase its net assets by 66.7%, to UAH 20 billion. The share of retail credits in the bank's credit portfolio would grow from 22% to 40%.

Commenting the bank's plans to enter foreign markets, the banker also said that in H2, 2008, the bank plans to attract a $70-100 million syndicated credit.

As reported, in April 2007 the bank raised a debut one-year syndicated credit of $33 million with Libor+2.95% interest, the organizations of which were Landesbank Berlin and Standard Bank Plc.

�DUBAI FINANCIAL GROUP, SABRE CAPITAL WORLDWIDE ACQUIRING CONTROLLING STAKE IN EUROPEAN BANK FOR DEVELOPMENT AND SAVINGS

�Simferopol-based OJSC European Bank for Development and Savings (EBDS) is signing a preliminary agreement with UAE-based Dubai Financial Group (part of the Dubai Group) and international investment company Sabre Capital Worldwide (the Untied Kingdom) on the sale of over 50% of its stocks.

Interfax-Ukraine learned this from Anatoliy Burdiuhov, the chairman of EBDS' supervisory board.

"The chairman of the bank's board, Yevhen Kornikov, is currently at the signing of a preliminary agreement on the sale of the bank's stocks, which will make it possible for Dubai Financial Group and Sabre Capital Worldwide to concentrate a controlling stake in the bank. The final agreement will be signed in the near future," he said.

The sum of the deal is not to be disclosed.

EBDS' statutory capital by January 1, 2008, amounted to UAH 100 million.

OJSC European Bank for Development and Savings (formerly United Commercial Bank) was founded in 1991.

By October 1, 2007, its largest stockholder was Yevhen Kornikov with 38.8053%, according to the bank.

EBDS by October 1, 2007 ranked 83rd among Ukraine's 173 operating banks in terms of overall assets, which were estimated at UAH 735 million, according to the National Bank of Ukraine.

�PRYKARPATTIA BANK RENAMED PLUS BANK

�Ivano-Frankivsk-based Prykarpattia Bank has been renamed Plus Bank, the bank said in a report.

"The state registration of amendments to the bank's bylaws took place on January 15, 2008. Under them, OJSC joint-stock commercial bank Prykarpattia has been renamed OJSC Plus Bank," reads the report.

As was reported, the bank's stockholders in November 2007 decided to change the bank's name.

Plus Bank (formerly Prykarpattia, Prykarpattialesbank) was founded in 1989. Among the bank's largest stockholders by October 1, 2007 was Polish-based Getin Holding SA with 93.7597%, according to the National Bank of Ukraine.

The bank by October 1, 2007 ranked 120th among 173 operating banks in Ukraine in terms of overall assets estimated at UAH 353 million, according to the National Bank of Ukraine.

�

PRIME-BANK TO BE REORGANIZED INTO OPEN JOINT-STOCK COMPANY 

�CJSC Prime-Bank (Kyiv) is to be reorganized into an open joint-stock company, the bank has told the press. 

The matter of the legal organizational form of the bank will be addressed at a general meeting of its shareholders on March 7, 2008. 

CJSC Prime-Bank was established in 2001. By early October 2007, it had no shareholders who owned more than 10% of its shares. By December 14, 2005, its major shareholders were Pak Plast Ltd. (10.14%) and Art–Deco Studio Ltd. (10%). 

According to the National Bank of Ukraine, by October 2007 the bank ranked 160th in terms of total assets (UAH 128 million) among the 173 operating banks in Ukraine. 

�BROKBUSINESSBANK BOOSTS ASSETS 83% IN 2007

�Kyiv-based Brokbusinessbank increased net assets 83% to UAH 11.979 billion (5.05 hryvnias/$1 on January 25, 2008) in 2007, the bank told Interfax.

The bank's loan portfolio in 2007 increased 82% to UAH 11.546 billion while regulative capital went up 152% to UAH 2.193 billion. The bank's charter capital was increased 177% to UAH 1.8 billion.

Total client deposits increased 40% to UAH 5.965 billion. Corporate and individual deposits went up 36% to 3.433 billion and 43% to UAH 2.467 billion, respectively.

Brokbusinessbank boosted its net profit 28.2% to UAH 70.251 million.

Brokbusinessbank was 78th on the Interfax-1000 ranking of CIS banks by assets for the first half of 2007 and 16th among Ukrainian banks.

�KREDITPROMBANK'S ASSETS UP OVER 75% IN 2007

�Kyiv-based OSJC Kreditprombank in 2007 increased its assets by 75.6%, which as of January 1, 2008 reached UAH 12.504 billion, according to a bank press release.

The bank said that its equity in 2007 grew by 69%, to UAH 1.119 billion, and its highly liquid assets were increased to UAH 1.178 billion.

The bank's credit and investment portfolio doubled to UAH 11.162 billion. In the structure of the credit portfolio, the credits of direct borrowers were 75.7%, interbank credits were 15.8% and investment in securities 8.5%.

The insurance and reserve funds of the bank grew by 70.6%, to UAH 401.2 million.

The bank's net profit in 2007 was UAH 24.9 million, while in 2006 it was UAH 56.898 million.

OJSC Kreditprombank (formerly Inkombank Ukraine) was founded in 1997. The bank's biggest shareholders as of October 1, 2007 were Homertron Trading Limited with 49.9% held directly, Greek citizen Konstantinos Papounidis with 13.9%, and Fintest Holding Limited with 24.2%. 

According to the National Bank of Ukraine, as of October 1, 2007, the bank ranked 13th among Ukraine's 173 banks in terms of total assets (UAH 9.966 billion). 

�PRIVATBANK INCREASES ASSETS 60% IN 2007

�Dnipropetrovsk-based PrivatBank increased its assets in 2007 by 60% to UAH 55.233 billion (5.05 hryvnias/$1 on January 24, 2008), the bank said in a press release.

The bank's loan portfolio, as of January 1, 2008, came to UAH 41.694 billion, an increase 71% in comparison with the start of 2007. "PrivatBank's consumer loan portfolio increased 56.9% to UAH 18.139 billion. The bank remains the leader on this market in Ukraine," the press release said.

The bank's net profit in 2007 came to UAH 1.535 billion, a twofold increase in comparison with 2006. In the fourth quarter of 2007, net profit came to UAH 931 million, up 270% in comparison with the same period in 2006.

PrivatBank was founded in 1992. As of October 1, 2007, its main shareholders were Hennadiy Boholyubov with a 43.44% stake and Ihor Kolomoisky, also with 43.44% of the bank's shares. In addition, Boholyubov and Kolomoisky indirectly own additional stakes, both coming to 9.59%.

PrivatBank ranked 17th among CIS banks and first among Ukrainian banks by assets in the Interfax-1000 as of the end of first half of 2007, compiled by the Interfax Center for Economic Analysis (CEA).

�CO-OWNER OF PRIVATBANK VALUES BANK AT $6-7B

�The value of Dnipropetrovsk-based PrivatBank, Ukraine's largest bank, is around $6-7 billion, according to one of the largest co-owners in the bank, Hennadiy Boholyubov.

"The capital of PrivatBank is over $1 billion. Taking into account the situation on the Ukrainian market, its selling price would be six or seven capitals, plus a bonus for its first position in the rating of Ukrainian banks," Boholyubov said in an interview with the Focus magazine.

He said that it is not planned to sell the bank.

"It's not planned to sell the bank. It's difficult to sell it. There are few buyers in the world for such a bank... [Only] such monsters as Citibank or HSBC could afford to buy it," he said.

�



INDEXBANK RESUMES PROFITABILITY IN 2007

�The net profit of Kyiv-based JSC INDEXBANK, part of Crådit Agricole Group, was UAH 13.7 million in 2007, while in 2006 its net losses were UAH 54.161 million, according to a bank press release issued on Wednesday.

"INDEXBANK's net assets as of January 1, 2008 were UAH 3.003 billion, its credit and investment portfolio was UAH 2.514 million, and its balance sheet was UAH 393 million. In 2007, the bank's net profit was UAH 13.7 million," reads the release.

According to the release, the bank's largest owner is Crådit Agricole with a 99.967% stake.

JSC INDEXBANK was founded in 1993. Credit Agricole S.A. of France owned a 99.97% stake in INDEXBANK by October 1, 2007. The bank's regional network unites 25 branches and 230 departments. 

According to the National Bank of Ukraine, as of October 1, 2007, the bank ranked 32nd in terms of total assets among the 173 operating banks in Ukraine (UAH 2.662 billion). 

�INDEXBANK, RCI FINANCIAL SERVICES UKRAINE LAUNCH CAR LOAN PROGRAM IN UKRAINE

�Kyiv-based JSC INDEXBANK, part of the Crådit Agricole Group, and RCI Financial Services Ukraine, a subsidiary company of RCI Banque, the captive bank of Renault Group, have worked out a special car loan program, according to a press release issued by INDEXBANK on Wednesday.

"Ukraine's first special car loan program, which was drawn up by INDEXBANK with the participation of the bank of the car producer, has started operating... The specialized car loan program - Renault Finance - is effective in all official Renault and Dacia dealer centers in Ukraine and covers the whole model range of Renault and Dacia cars," read the release.

The press release said that the creation of a centralized platform, which represents a separate office and a specialist team, who service sales of the car producer under the program, the client support line and special software, preceded the launch of the special car loan program.

"Crådit Agricole Group has a great deal of experience in the car loan segment. In particular, Sofinco, a 100% subsidiary company of Crådit Agricole, is the leader in the financial service segment on the European car market, it realizes over 30 captive contracts with vehicle producers in Europe," reads the release, citing Christophe Milluy, Program Manager from INDEXBANK.

According to Renaud d'Orgeval, General Director of RCI Financial Services Ukraine, the previously successful experience of partnership of Crådit Agricole Group with Renault in Europe was a decisive factor in choosing INDEXBANK as the partner.

With the launch of the program INDEXBANK could also sell both its own credit products and products drawn up jointly with partners – under their brand, providing customers with technical and client support on behalf of a partner company, reads the press release.

"The centralized platform, a separate team, segregated processes – this is what is called Outsourcing Capacity in the West. The bank takes the funding of credit transactions, risk-management processes, provides document and contract registration of the transactions and the crediting of the purchase of cars is made under the manufacturer's brand," said Piotr Kaczmarek, First Deputy Chairman of the Board of INDEXBANK.

The banker said that INDEXBANK plans to wage an aggressive policy on the car loan market. The bank plans to at least triple its share of loans on cars in the bank's credit portfolio within the year.

�OTP BANK ISSUES $8M CREDIT TO TKS HOLDING

�Kyiv-based OTP Bank has opened a five-year $8 million credit line to Ukraine's TKS Holding, the holding has told Interfax-Ukraine.

The holding said that the credit agreement was signed on January 15, 2008.

Interest on the credit is not disclosed.

The raised funds will be allocated to buy vehicles and expand vehicle fleet of the holding's construction company – TKS-Eurobud Ltd.

CJSC OTP Bank (earlier Raiffeisenbank Ukraine) was founded in 1998. According to the bank, as of October 1, 2007, its sole stockholder was OTP Bank (Hungary). 

According to the National Bank of Ukraine, as of October 1, 2007, the bank ranked 9th among Ukraine's 173 banks in terms of total assets (UAH 14.989 billion). 

As reported, TKS developing holding plans in 2008 to quadruple the construction capacities of TKS-Eurobud, which belongs to the holding, to 150,000 square meters.

The holding said that in 2008, the distribution of its domestic and foreign orders would be 60% and 40%. 

TKS Holding was founded in 1998 as a diversified group of companies providing basic goods and services to resorts in Truskavets (Lviv Region). It has been involved in the real-estate business since 2003. 

At present, the holding operates in Truskavets, Lviv, Drohobych, Boryslav (Lviv region) and Novovolynsk (Volyn region). Its portfolio includes 17 projects in various real estate segments at various construction stages, with a total area of 248,000 square meters, 138,000 square meters of which are for commercial, and about 110,000 square meters for residential development. 

�







OTP BANK TO INCREASE STATUTORY CAPITAL BY 33.7%

�Kyiv-based OTP Bank plans to increase its statutory capital by 33.7%, or by UAH 304.269 million, to UAH 1.207 billion through reinvestment of dividends and increasing a face value of a share from UAH 9,267 to UAH 12,391, according to an official report of the bank.

The bank said that the increase of the statutory capital was put on the agenda of a general meeting of its shareholders scheduled to be held on March 7.

The shares will be issued from March 25 through May 25, 2008.

�KYIVSKA RUS BANK TO INCREASE STATUTORY CAPITAL BY 79%

�Kyivska Rus bank (Kyiv) is to boost its statutory capital by 79.3%, or UAH 100 million, to UAH 226.08 million through an additional issue of shares, the bank told the press on January 21. 

The decision was made at a general shareholders' meeting on January 18, 2008. 

According to earlier reports, Kyivska Rus bank was planning to increase its statutory capital by 60.1%, or UAH 75.75 million, to UAH 201.83 million through an additional issue of shares, but later it decided to issue more shares. 

In September 2007, the bank's shareholders approved the results of a rise in its statutory capital by 2.5 times, or UAH 75.75 million, to UAH 126.08 million. 

CJSC Kyivska Rus bank was established in 1996. According to the bank, as of October 1, 2007, the direct participation of Sharp Arrow Holdings Limited (Cyprus) in the bank was 42.67% (indirect 8.33%), while the stake of Viktor Bratko was 6.72% (15.82%). 

According to the National Bank of Ukraine, as of October 1, 2007, the bank ranked 42nd in terms of total assets (UAH 1.795 billion) out of the 173 operating banks in Ukraine. 

�NRB BANK TO INCREASE STATUTORY CAPITAL BY 66%

�Kyiv-based NRB Bank, a daughter bank of Russia's Sberbank, plans to increase its statutory capital by 66.2% or by UAH 50 million, to UAH 125.573 million, through an additional placement of shares, according to an official report by the bank.

The bank said that the bank's shareholders at a general meeting scheduled for March 6, 2008 would consider the closed placement of shares with a face value of UAH 1.

The bank plans to place shares from April 8 through April 23, 2008.

As reported, NRB Bank shareholders decided at an annual meeting on July 17 to transform the financial institution into an open joint-stock company from a closed joint-stock company. The shareholders also decided to increase the bank's charter capital by UAH 2.020 billion, or by $400 million, by issuing additional shares. As of January 1, 2008, the bank had statutory capital of UAH 75.573 million. It was also decided to rename the bank SBR Bank. 

NRB Bank President Vyacheslav Yutkin told Interfax-Ukraine that the bank's board of Russia's Sberbank in the middle of February is to consider a business plan and a development strategy of its Ukrainian daughter, during which the size of the increase in the bank's statutory capital for 2008 will be determined.

"An increase of the bank's statutory capital of UAH 50 million is the minimum plan. The final sum of the additional issue for 2008 will be approved by the Sberbank's board of directors in the middle of February," the banker said.

As reported, Sberbank in late December 2007 completed a deal on the acquisition of 100% of the shares in NRB Bank.

NRB Bank was founded in 2001. Shareholders as of October 1 were NRC Holding Limited with 99.9999% and Proyekt-Invest with 0.0001%. 

The National Bank of Ukraine said NRB Bank ranked 45th by assets among the 173 operating banks in Ukraine as of October 1, 2007. 

�UKRSIBBANK PLANS TO RAISE CHARTER CAPITAL 30%

�UkrSibbank (Kharkiv) plans to raise charter capital 30%, or by UAH 930 million, to UAH 4.005 billion through an additional share issue, the bank said in a press release.

Shareholders will discuss a private placement of shares with par value of 0.05 hryvnia on March 14.

The shares are to be placed between April 28 and May 14 2008.

UkrSibbank was established in 1990. The bank reports that as of October 1 2007 its major shareholders were BNP Paribas (51.0%), Ukrinvest (2.39353%), Alternativa+ (2.39353%), and Ukrainian Metallurgical Company (34.71126%).

The National Bank of Ukraine said UkrSibbank was on October 1 2007 ranked number three by asset value among 173 banks in Ukraine.

UkrSibbank was ranked number 26 by asset volume in the Interfax-1000: CIS Banks review for the first half of 2007. The review is compiled by the Interfax Center for Economic Analysis.

�UKRSIBBANK EVALUATES CITY.COM'S EBITDA GROWTH AT 3.25 TIMES IN 2007, TO UAH 28.9M

�Kharkiv-based UkrSibbank, the underwriter of an issue of Series B bonds made in the summer 2007 by Kyiv-based City.Com Ltd., a part of the AVentures Group holding, has evaluated the company's EBITDA at around UAH 28.9 million in 2007, which is 3.25 times more year-on-year, according to an UkrSibbank's analytical report.

The bank said that the growth in earnings in 2007 could be 22.55% or UAH 76 million, to UAH 413 million. The profitability on EBITDA doubled from 3.5% to 7%, the bank said.

City.Com's net profit in 2007 grew by 8.09 times, from UAH 425,000 to UAH 3.438 million.

UkrSibbank said that the company failed to fulfill the target for the development of the chain, in particular, out of 12 planned new stores, only six were opened in 2007, which led to a fall in the expected income from sales.

In 2008, UkrSibbank forecasts that the number of stores of the chain will grow to 20, income from sales will increase to UAH 557 million, EBITDA to UAH 39 million, while profitability on EBITDA would remain at 7%.

As reported, City.Com announced its plans in 2008 to open at least eight hypermarkets in key industrial cities of Ukraine, including Kyiv.

City.com (City.com trademark) is a chain of domestic appliance hypermarkets, which started work in October 2004. 

The AVentures Group includes the retail company Unitrade, the Melofon mobile phone retail chain, the servicing company Service Master, and the commercial real estate management company TRE'n'D (TradeRealEstateandDevelopment). In addition, it implements pilot projects - the Samobyt household appliance supermarkets, the chains of B-Zone household appliance supermarkets. 

�FORUM BANK UNDERVALUED COMPARED TO OTHER BANKS, SAYS MILLENNIUM CAPITAL

�Kyiv-based Forum Bank is undervalued compared to other Ukrainian banks, and its published financial figures for 2007 are evidence of its active development, according to a review by Kyiv-based Millennium Capital Investment Company.

"The bank managed to expand its activities in December 2007. We believe that the published data will positively impact the value of the bank's shares, and we think that Forum is underestimated [in value] compared to country's other banks," reads the review, citing analyst Bohdan Klyschuk.

The expert said that Forum Bank showed growth significantly in excess of the average growth in the assets of the banking sector in 2007.

According to Millennium Capital, the bank's net assets in 2007 grew by 95.4%, to $2.9 billion, and growth in shareholders' capital was 75.7%.

The analyst also said that in 2007 the bank's net profit was $10.4 million, which is 89.5% more year-on-year.

The bank's return on equity was 5%, which was lower than the average figure for the Ukrainian banking sector of 12.5%.

Forum was founded in 1994. In September 2007, Commerzbank AG signed an agreement to buy a 60% +1 share stake in the bank for $600 million from a majority shareholder, Leonid Yurushev and his family.

According to the National Bank of Ukraine, as of October 1, 2007, the bank ranked 12th among Ukraine's 173 banks in terms of total assets (UAH 11.489 billion). 

�FINANCE AND CREDIT BANK MAY FLOAT 25% OF SHARES

�Kyiv-based Finance and Credit Bank is considering an IPO for the end of 2008 or 2009, in which it plans to float 25% of its shares, Deputy Chairman Serhiy Borysov said.

"The dates for the IPO depend on the situation on foreign markets. We would like to do it in 2008, but if that is not possible than it will be 2009," he said.

The London Stock Exchange is being considered as the trading floor for the IPO, he said.

Finance and Credit Bank was established in 1990. The bank reports that on October 1 2007 its main shareholders were "F & C Realty" (48.95%), Askaniya (48.6%), and Naftogaz (2.44%).

The National Bank of Ukraine says that on October 1 2007, Finance and Credit Bank was ranked number 11 among 173 banks for asset value.

Finance and Credit was ranked number 59 by asset value in the Interfax-1000: CIS Banks review and number 10 among Ukrainian banks in the first half of 2007. The review is compiled by the Interfax Center for Economic Analysis.

�HOME CREDIT BANK STARTS PLACEMENT OF UAH 300M DEBUT BOND ISSUE

�Dnipropetrovsk-based Home Credit Bank, which in December 2006 joined the Home Credit Group, on January 21, 2007 launched the sale of A-series bonds worth UAH 300 million.

"The key goal of the bond placement is to raise funds as a prerequisite for our profitable growth in Ukraine after the successful acquisition of former Agrobank and its re-branding. With due regard to the development of Home Credit Bank, we intend to place almost all the bonds within the PPF group," said a bank press release, quoting member of Home Credit Bank's supervisory board Oleksandr Labak.

The yield on the five-year bonds is set at 12% annual interest for the first 12 months of circulation.

"The financial resources to be raised from the placement of the bonds will be spent on business expansion, in particular, on broadening the range of the bank's active operations," the press service said, quoting Acting Governor of Home Credit Bank Iryna Molchanova.

As the press service said, Home Credit Bank plans to use a two-month period assigned for the placement of the bonds as a liquidity management tool. 

The bond issue prospectus has been agreed with the State Commission for Securities and the Stock Market and is available at the issuer's head office.

CJSC Home Credit Bank (formerly CJSC Agrobank) was founded in 2002. Its only stockholder is Home Credit B.V. (the Netherlands), according to the bank.

Home Credit Bank by October 1, 2007 ranked 48th among 173 operating banks in Ukraine in terms of overall assets, which were estimated at UAH 1.228 billion, according to the National Bank of Ukraine.

Home Credit Group, founded in 1997, is a leading operator on the consumer crediting market. It is part of the international finance group PPF. 

�

TAS-BUSINESSBANK PLANS DEBUT BOND ISSUE WORTH UAH 80 M

�Zaporizhia-based TAS-Businessbank will issue registered, interest-bearing three-year A-series bonds to the tune of UAH 80 million.

A decision on the placement of the bonds was taken by the bank's stockholders at a general meeting on January 24, 2007, according to the bank's bond issue prospectus.

The bonds will be placed February 2 through July 1, 2008 with the assistance of Kyiv-based Khreschatyk bank, which will act as the underwriter. 

The bonds, with a face value will be UAH 1,000 each, will be issued in non-documentary form. The yield on the securities is set at 15% annual interest for the first 12 months of their circulation. The conditions of the issue foresee the quarterly payment of the yield and an annual offer.

The bonds are falling due on February 4, 2011.

The funds to be thus raised will be spent on credit operations for legal entities and individuals (90%) and on operations with securities (10%).

TAS-Businessbank (formerly Tavridabank and Munitsipalny Bank) was founded in 1989. CJSC TEKO-Dniprometiz by October 1, 2007 was the largest stockholder with 99.3457%.

The bank by October 1, 2007 ranked 134th among 173 operating banks in terms of overall assets estimated at UAH 273 million, according to the National Bank of Ukraine.

�ORANTA'S STOCKHOLDERS OKAY RESULTS OF ADDITIONAL STOCK ISSUE WORTH UAH 35.1 M

�Stockholders in OJSC National Joint-Stock Insurance Company Oranta (Kyiv) at a meeting on January 25 approved the results of the placement of an additional stock issue worth UAH 35.1 million, the company has told Interfax-Ukraine.

Following the additional stock issue, the company's statutory capital will grow by 78.5%, to UAH 79.67 million, according to the source.

As reported, the decision to hold the additional issue was approved by stockholders at a meeting on September 16, 2005. However, the State Property Fund, which owned 25% plus one stock in the company, was against the additional issue and tried to challenge it in court. 

On October 2, 2007, Bank TuranAlem bought a 25% plus one share stake in Oranta at an open auction for UAH 500.75 million (about $99.2 million) with the starting price being set at UAH 80 million. Together with its affiliated structures, the bank's indirect participation in Oranta reached about 85%. 

In 2007 Oranta increased insurance premium collection by 71.5% compared to 2006, to UAH 662.3 million, according to a press release of the company. In 2006, the company received UAH 386.1 million in insurance premiums. 

The insurance claims paid by Oranta in 2007 were estimated at UAH 192.8 million. The level of payments in 2007 grew by 2.1 percentage notches over 2006, to 29.1%. 

Oranta ranks among Ukraine's top three insurance companies offering classic insurance services. 

�LEAGUE OF INSURANCE ORGANIZATIONS GIVES FORECASTS FOR UKRAINIAN INSURANCE MARKET IN 2007

�The League of Insurance Organizations of Ukraine has released its forecasted results for the insurance market in 2007, using a correlation-regression model.

The league said that last year, insurers are estimated to have collected over UAH 17.6 billion in insurance premiums, while in 2006 they collected UAH 13.8 billion. In particular, around UAH 1 billion is expected to have been collected in voluntary personal insurance, while in 2006, UAH 723 million was collected.

The league said that in 2007, compulsory civil liability car insurance premiums are estimated at around UAH 1.2 billion, while in 2006 UAH 578 million was collected.

Payments in claims grew considerably: in 2007 they exceeded UAH 4.5 billion, while in 2006 they were UAH 2.6 billion. One of the leaders in payments is voluntary personal insurance: around UAH 508 million (in 2006 this was UAH 309 million). The league said that payments in claims on compulsory civil liability car insurance would be around UAH 350 million (in 2006 it was UAH 159 million).

"The forecasts of the results of the insurance sector in 2007 are evidence of stable growth in the development of the insurance market. Stability and predictability are important components of investment attractiveness. This year, the inflow of foreign investment will continue," said League of Insurance Organizations President Oleksandr Filoniuk.

�UKRAINE'S LIFE INSURERS IN 2007 INCREASE COLLECTION OF INSURANCE PREMIUMS BY 44.4%, FORECASTS LEAGUE OF INSURANCE ORGANIZATIONS

�According to forecasts of the League of Insurance Organizations of Ukraine on the basis of a correlation-regression model, Ukrainian life insurance companies in 2007 collected over UAH 650 million in insurance premiums, which is 44.4% more year-on-year.

The league said that last year life insurers paid UAH 23 million in claims, which is 43.8% more year-on-year (UAH 16 million).

League of Insurance Organizations President Oleksandr Filoniuk said that in the coming two or three years all figures in this segment will grow by 10 times.

"The public starts understanding the necessity of this insurance as an important element of social protection. Moreover, this direction has huge investment potential," he said.

"We should take into account the fact that life insurance agreements can be signed for a period from ten years, and life insurance as a specific type started only in 2001 after the adoption of amendments to the law on insurance, and the key payment will be made in the future. According to the League of Insurance Organizations, the peak of insurance payments will be in 2012-2015, and later the figure would stabilize," Filoniuk said.

He voiced hope that the amendments to the law on insurance proposed by insurers league-members would become a new impetus for the development of this market.

�SCM FINANCE DOES NOT RULE OUT BUYING UKRAINIAN INSURERS

�Donetsk-based SCM Finance says it may expand its insurance business through the acquisition of other Ukrainian insurance companies, the company's press service reported on January 22 with reference to its Director General Lajos Farkas.

He said the life and non-life insurance businesses were always strategically important directions for SCM Finance.

"Our long-term plans are based mainly on further development, improvement and optimization of these directions. The process of insurance business restructuring within the framework of the group, which is currently under way, is the confirmation of this," he said.

A company which will be a 100% subsidiary of Donetsk-based System Capital Management and will be part of SCM Finance is being currently registered, he said.

"This is the company to which we're planning to transfer our corporate rights in ASKA, with the observance of all the laws in effect," he added.

As was earlier reported, SCM announced its intention to set up a subsidiary which will receive SCM-owned corporate rights in CJSC ASKA and ASKA-Life insurance companies.

�ANTITRUST AGENCY APPROVES RESO-INTER'S PURCHASE OF OVER 50% OF PROSTO INSURANCE. LIFE & PENSION COMPANY

�The Antimonopoly Committee of Ukraine has given the thumbs-up to RESO-Inter to acquire over 50% of the stocks in Kyiv-based CJSC PROSTO-Insurance. Life and Pension, according to an AMC statement.

According to the State Commission for Securities and the Stock Market, RESO-Inter by April 2007 owned 41% of the stocks in JSC PROSTO-Insurance. Life and Pension. Besides, among the stockholders were also Kyiv-based CJSC Joint-Stock Insurance Company for Providing First Aid to Foreign Citizens with 40%, and Kyiv-based SI-Insurance Investments with 19%.

CJSC PROSTO-Insurance. Life and Pension was set up on the basis of Kyiv-based Nadiyne Zhyttia (Secure Life) insurance company by Kyiv-based CJSC PROSTO-Insurance and RESO-Inter and SI-Insurance Investments, which are affiliated with Russian-based RESO-Garantia.

According to Insurance Top, from January to June 2007, the company's insurance premiums totaled UAH 3.835 million. By July 1, 2007, its assets were estimated at UAH 11.721 million, while insurance reserves amounted to UAH 3.939 million and its net worth totaled UAH 7.545 million.

The company's statutory capital is UAH 10 million.

�SHAREHOLDERS IN ASKA INSURANCE COMPANY TO INVEST AT LEAST $17M IN 2008

�Shareholders in Kyiv-based CJSC ASKA insurance company plan in 2008 to invest at least $17 million in the company's development, according to a report by SCM Finance issued on January 22.

"Total investment in 2008 will be at least $17 million. The funds will be invested by shareholders proportionally to their shares: by SCM Finance and ASKA President Oleksandr Sosis," reads the report, citing SCM Finance Deputy Director General for the Insurance Business Dmytro Yurgens.

The key directions of investment are the following: the expansion of a representative office chain, acquisition and equipping offices, the motivation of staff, the improvement of software and the quality of clients' claims servicing, marketing and advertisement.

Moreover, the company plans to increase its statutory fund to around UAH 185 million this year to increase its financial stability and liquidity.

Sosis said that attention would be paid to the development of new, and improving of existing insurance products, the development of alternative sale channels (Internet, phone and SMS sales), and an increase in the quality of client servicing and the assistance system.

According to the report, the shareholders set the following goals for ASKA company: retaining positions on the Ukrainian market, achieving around 6% market share by 2011, developing the franchising and regional chain to the level of a national insurer, retaining positions in the corporate business and forming a quickly growing retail business.

According to the report, irrespective of the high share of corporate business in the company's portfolio, the retail share is growing dynamically, which creates a good platform for the development of this direction.

Sosis said that in the light of introduction of new standards for client services and new market approaches, a restyling of ASKA brand would be conducted.

Moreover, the president said that one of advantages of the company is cooperation with ASKA-Life company, which allows expanding non-life insurance services with various life insurance programs.

ASKA is a universal insurance company, providing 16 voluntary and 10 obligatory insurance services. The company unites 36 branches and 66 representative offices in all regions of Ukraine and a representative office in Moscow (Russia). 

SCM Finance owns a 73% stake in the company and Sosis owns a 25.15% stake.

ASKA's statutory fund is UAH 64.585 million.

SCM Finance Ltd. was founded in December 2004 by Donetsk-based CJSC (System Capital Management (SCM) to efficiently manage and increase the value of the group's financial business. 

�

GENERALI GARANT LIFE INSURANCE PAYS UAH 1.55 M IN INSURANCE CLAIMS IN 2007

�Kyiv-based CJSC Ukrainian Insurance Company Generali Garant Life Insurance paid UAH 1.55 million in insurance claims in 2007, the company has said in an official statement.

According to the statement, it made five payments worth UAH 340,000 in total on extreme old age risks, 47 payments worth UAH 961,800 on death risks, two payments worth UAH 10,100 on critical disease risks, and 12 payments worth UAH 26,700 on temporary disability risks.

CJSC Generali Garant Life Insurance was founded in June 2000. It provides voluntary life insurance services and offers individual and corporate insurance in the form of accumulating and pension programs, and implements life insurance programs for loan borrowers.

In June 2006, 51% of the stocks of Garant LIFE were bought by Generali Vienna Group of Austria, after which the Ukrainian-based company was renamed Generali Garant Life Insurance.

�ILLICHEVSKE INSURER PLANS TO COVER ALL UKRAINIAN REGIONS WITH ITS CHAIN IN 2008

�Kyiv-based Illichevske insurance company is to considerably expand its regional chain and cover all Ukrainian regions by the end of 2008, the company said in a press release.

According to it, at present Illichevske runs 12 branches, including two recently opened in Lviv and Khmelnytsky.

“The most important thing for us is the quality of the branches, rather than their number,” reads the press release, quoting Illichevske Director Yuriy Hryshan. “We also appreciate their ability to work without losses literally from their first months.”

In the near future, the company will open a branch in the city of Odesa and some southern and eastern regions in Ukraine.

Illichevske has been working on Ukraine's insurance market since 1997. Late in 2004, its controlling stake was bought by Mariupol-based Illich steel mill, which now owns over 99% of stocks in the insurance company.

The company has licenses for 15 types of voluntary insurance and eight types of obligatory insurance.

In 2007, Illichevske boosted the amount of insurance premiums by 60% from 2006, to UAH 62.2 million, its net revenues (without paid claims and reinsurance) soared by 2.3 times, to UAH 22.8 million, while the amount of paid claims grew by 2.3 times to UAH 31.3 million. Its liquid assets almost tripled, to UAH 45.35 million, while its technical insurance reserves expanded by 78%, to UAH 29 million.

Illichevske is member of the Motor (Transport) Insurance Bureau of Ukraine, the League of Insurance Organizations of Ukraine, and the National Club of Insurance Premiums.

�LEMMA INSURANCE COMPANY RE-INSURES SEVEN HOTELS IN MIDDLE EAST

�Kharkiv-based Lemma Insurance Company has re-insured seven hotels located in Saudi Arabia, Kuwait, Bahrain, Oman and Yemen, the company's press service has reported.

The company has re-insured the Ajyad Ramada Hotel, the Casablanca Hotel (both in Saudi Arabia), the Kuwait Regency Palace Hotel (Kuwait), the Summer Land Hotel (Bahrain), the Majan Hotel, Muscat Holiday Inn (both in Oman) and the Taj Sheba Hotel (Yemen).

The total insurance coverage on the Ajyad Ramada Hotel was $53 million, and Lemma's share of the risk is 10%. The total insurance coverage on the Casablanca Hotel was $45 million, and Lemma's share in the risk is 5%; Kuwait Regency Palace Hotel - $35 million and 7% respectively, Summer Land Hotel - $4,5 million and 15%, Majan Hotel - $15 million and 10%, Muscat Holiday Inn - $25 million and 10%, and Taj Sheba Hotel - $60 million and 5%. 

Lemma Insurance Company, founded in 1994, is one of the largest Ukrainian insurance companies. 

Lemma has been working on the international markets since 1999, and in 2006 it cooperated with 38 companies from 15 countries. Today it provides re-insurance coverage for a dozen companies from almost all of the Middle Eastern countries, and for a number of Russian insurance companies. 

The company has observer status at the International Association of Insurance Supervisors, the highest 5À2 rating from Dun&Bradstreet available to a Ukrainian company, and a financial strength rating from AM Best rating agency of B+. 

The company's statutory fund is UAH 550 million. 

�LEMMA INSURANCE COMPANY RE-INSURES TEXTILE MILL IN VENEZUELA

�Kharkiv-based Lemma Insurance Company has re-insured the Telares Palo Grande textile mill, in Caracas, the capital of Venezuela, the company's press service has reported.

The press service said that the total insurance coverage of the mill is $23.5 million, and Lemma's share of the risk is 2%.

The risk was received in re-insurance through a Cypriot broker. The agreement is to expire in a year.

The press service said that a number of other risks in Bolivia, Peru and Chile are under consideration now.

�LEMMA INSURANCE COMPANY RE-INSURES FIVE HOTELS IN EGYPT

�Kharkiv-based Lemma Insurance Company has re-insured five hotels in Egypt, the company's press service has reported. 

The company has re-insured the Hilton Taba Resort Hotel (Taba), the Steinberger Nile Palace Luxor (Luxor), the Marriott Hotel Cairo (Cairo), the JW Marriott New Cairo Mirage City (Cairo), and the Taba Heights (Taba).

The total insurance coverage on the Hilton Taba Resort Hotel was $23 million, and Lemma's share of the risk is 8.18%. The total insurance coverage on the Steinberger Nile Palace Luxor was $112 million, and Lemma's share in the risk is 5%; Marriott Hotel Cairo - $175 million and 3% respectively, JW Marriott New Cairo Mirage City - $90 million and 5%, and Taba Heights - $73 million and 7%.

�

ALLIANZ INSURANCE COMPANY TO PROVIDE INSURANCE SERVICES FOR UMC STAFF

�Kyiv-based Allianz Insurance Company (earlier ROSNO-Ukraine) has won a tender on voluntary medical insurance and accident insurance of 2,813 employees of Kyiv-based CJSC Ukrainian Mobile Communications (UMC) for 2008, according to a company press release.

The company said that the total insurance coverage under the agreement is UAH 722.75 million, including UAH 582.1 million on voluntary medical insurance and UAH 140.65 million on accident insurance.

The company said that insurance coverage under the accident insurance agreement includes the following risks: death due to an accident, loss of labor capacity due to an accident and permanent or partial loss of labor capacity due to an accident.

The voluntary medical insurance agreement foresees a large range of coverage, including outpatient treatment (including dentist's services), hospital services and emergency-call service, aftercare and preventive measures, and reimbursement of medical and transport expenses when traveling abroad.

As reported, ROSNO Ukraine on October 1, 2007, started re-branding in connection with its renaming Allianz Ltd. Insurance Company.

Allianz insurance company was registered on September 30, 2005. It is a universal, risk insurance company and has licenses for 29 types of insurance. Currently, it employs over 200 people. 

Among Allianz's clients are CJSC UMC, Henkel Ukraine Ltd., Chumatsky Shliakh Ltd., Lasunia Ltd., and others. 

The company is a member of the League of Insurance Organizations of Ukraine and the Motor (Transport) Bureau of Ukraine. 

Its statutory capital is UAH 96,155.

OJSC Mobile Telesystems (MTS, Russia) fully owns CJSC UMC. UMC's network covers over 95% of Ukraine's territory with 99% of its population. 

�OIL&GAS/POWER

AZERBAIJAN INTERESTED IN CREATION OF JV WITH UKRAINE TO REFINE OIL AND JOINTLY SELL FUEL IN EUROPE 

�Azerbaijan is interested in its state oil company's refining oil in Ukraine and joint fuel sales in Europe, the Ukrainian Fuel and Energy Ministry's press service said on Friday. 

The press service said Fuel and Energy Minister Yuriy Prodan met with Azerbaijani Ambassador to Ukraine Taliat Aliyev in Kyiv on Friday. 

The ambassador proposed the creation of a working group to study the possibility of refining Azerbaijani oil in Ukraine and jointly selling oil products in Europe. 

Prodan supported the proposal and said he would personally monitor the issue. 

The sides also discussed possible volumes of Azerbaijani oil to be transported to Europe through the Odesa-Brody oil pipeline. 

Aliyev said Azerbaijan could provide up to 5 million tonnes of oil to Drohobych oil refinery and Nadvirna oil refinery in the west of Ukraine through the pipeline. 

According to the press service, the sides arrived at agreement to urgently study the issue of an office of the Naftogaz Ukrainy national company in Azerbaijan. 

The press service further said the Ukrainian minister on Friday met with Kazakh Ambassador to Ukraine Amangeldy Jumabayev. 

The Kazakh Ambassador said his country was interested in transporting oil through Ukraine and Odesa-Brody, as the oil production was on the rise in Kazakhstan. 

�REGAL PETROLEUM RAISING GBP80M TO FUND DEVELOPMENT OF ITS UKRAINIAN GAS ASSETS

�British Regal Petroleum PLC is placing shares of a new issue worth GBP 84 million, which will make it possible to raise GBP 80 million (about $158.5 million) after deduction of expenses. 

"The net proceeds of the placing will be used, primarily, to fund the exploitation and development of the Group's Ukrainian [gas] assets and also to provide additional working capital to the company," Regal Petroleum said in a statement on LSE where its stocks are quoted.

The company will sell 56,440,000 ordinary shares of 5p each at a price of GBP1.50 per share.

The placing shares represent 39.5% of the existing issued share capital of the company. On admission of the placing shares to trading on AIM, there will be 199,468,824 ordinary shares of 5p each in issue, valuing the issued share capital of Regal at GBP299.2 million at the placing price.

According to the statement, the placing shares have been conditionally placed with institutional investors. Admission and dealings in the placing shares on AIM are expected to commence on February 22, 2008, subject to shareholder approval at a general meeting of the company, which will take place on February 19, 2008.

The company announced the appointment of Strand Partners Limited as its new Nomad, while Mirabaud Securities Limited will continue in its capacity as the company's broker.

�WESTERN UKRAINIAN OIL REFINERIES ASKING AUTHORITIES NOT TO RESTRICT SALES

�OSJC Halychyna (Drohobych oil refinery in Lviv region) and OJSC Naftokhimik Prykarpattia (Nadvirna oil refinery in Ivano-Frankivsk region) have asked the authorities to cancel an order of the state committee for technical regulation and consumer policy, which bans the sale of fuel with high sulfur content before an upgrade at the refineries is completed.

The request is stipulated in official addresses of Halychyna Board Chairman Oleksandr Lazorko and Naftokhimik Prykarpattia head Oleksandr Shyliayev to Premier Yulia Tymoshenko and Fuel and Energy Minister Yuriy Prodan, which were also sent to Interfax-Ukraine.

According to the documents, under its resolution No. 8, the committee on January 16, 2008 canceled resolution No. 397 of December 27, 2007, which amended the state standards GSTU 38680-99 Diesel Fuel TU and GSTU4063-2001 Motor Gasoline TU, which permitted production of diesel fuel with sulfur content up to 0.5% and gasoline up to 0.1%, due to the absence of diesel fuel hydrofining and gasoline isomerization facilities at these refineries.

"Resolution No. 8 makes null and void all intentions of our company to realize the fuel production target in 2008, which considerably worsens the situation on the financing of the company's reconstruction and creates social tension in the region. The situation would entail dismissals of 1,500 people, and taking into account their families up to 5,000 people would remain without stable incomes," reads the letter of OSJC Halychyna.

"The decision forces the company into conditions of total stoppage, which would cause economic and social tension in the region with all the ensuing consequences," reads the letter of Naftokhimik Prykarpattia.

The heads of these refineries said that funds to the budgets of all levels would not sent if the refineries are stopped, and a lack of fuel in west Ukraine and the destabilization of prices of fuel could appear.

�ENERGY MINISTER ORDERS UKRTRANSNAFTA TO STUDY PROPOSALS OF WESTERN UKRAINIAN OIL REFINERIES ON USE OF ODESA-BRODY PIPELINE IN REVERSE REGIME

�Fuel and Energy Minister of Ukraine Yuriy Prodan has ordered Ukraine's oil transportation monopolist OSJC Ukrtransnafta to study the proposals of OJSC Halychyna (Drohobych oil refinery in Lviv region) and OJSC Naftokhimik Prykarpattia (Nadvirna oil refinery in Ivano-Frankivsk region) to use the Odesa-Brody oil pipeline in reverse regime to diversify the sources of oil supplies to Ukraine and provide regular supplies to refineries, the press service of the Fuel and Energy Ministry has reported.

The press service said that the relevant order was made during a meeting held in Kyiv on January 21 on the realization of the European-Asian transportation corridor.

According to the report, the decision to continue cooperation with Slovakia and the Czech republic on the completion of an experiment on the gradual transportation of various types of oil to Czech oil refineries.

As reported, OJSC Halychyna and OJSC Naftokhimik Prykarpattia asked the authorities to launch the Odesa-Brody oil pipeline in reverse regime to diversify the sources of oil supplies to Ukraine and provide regular supplies to refineries.

The companies received commercial offers on the supply of at least 5 million tonnes per year of light Caspian oil for refining at these refineries.

�UKRTATNAFTA STOCKHOLDERS TO CONSIDER '06/'07 PROFIT DISTRIBUTION ON MARCH 14

�Stockholders in OJSC Ukrtatnafta (Kremenchuk oil refinery in Poltava region) at a special meeting scheduled for March 14, 2008, will consider the distribution of profit for 2006 and 2007.

As the company said in an official statement in the press, the stockholders also plan to approve the terms of payment of dividends for 2007.

They will also consider changes in the company's board, supervisory council and audit commission.

At the same time, the agenda of the meeting does not include the issue of the appointment of a new chairman of the board, which was several times included into the agenda of the stockholders' meetings scheduled for 2007, which all failed.

In addition, the stockholders will hear reports by the board and the supervisory commission on the company's financial and economic activity in 2006 and 2007, will approve the statement of assets and liabilities and a report on financial results with due regards for the conclusions made by the audit commission, including on the accuracy of accounting reports for 2006 and 2007.

The March 14 meeting was initiated by an stockholder holding over 10% of the voting shares in the enterprise.

As was reported, CJSC Ukrtatnafta was in the red from January to September 2007 with its losses reaching UAH 127.120 million, whereas year-over-year it was in the black with a net profit estimated at UAH 147.991 million. The company's net revenues from sales and provided services grew by 2.5%, to UAH 10.858 billion, while its gross profit plunged by 2.7 times to UAH 206.779 million.

Ovcharenko, who headed Ukrtatnafta in 2003 and 2004, early in October 2007 established operating control over Kremenchuk oil refinery, after a court ruling reinstated him as chairman of the company's board. Serhiy Hlushko, who had headed Ukrtatnafta since 2004, said this was a forced seizure of the Kremenchuk oil refinery. 

In this connection, Tatneft, which was the major supplier of crude oil, ceased oil supplies to the refinery. 

OJSC Ukrnaftogaz Financial Company, which keeps the register of Ukrtatnafta's stockholders, late in May 2007 wrote off 271.006 million of Ukrtatnafta stocks (18.296% of the statutory capital) under a court ruling in favor of Naftogaz Ukrainy from the accounts of ING Bank Ukraine, which was the holder of the securities in the interests of the stockholders from Tatarstan. As a result of this, Naftogaz built up a 61.35% stake in Ukrtatnafta.

�

EXTRAORDINARY GENERAL MEETING OF UKRNAFTA'S SHAREHOLDERS FAILS DUE TO LACK OF QUORUM

�An extraordinary general meeting of shareholders in Kyiv-based OSJC Ukrnafta, Ukraine's largest oil extraction company, failed to be held on Wednesday due to the lack of a quorum, an Interfax-Ukraine correspondent has reported.

He said that the registration of the shareholders was from 0900 to 1100 on Wednesday, and shareholders owning only 0.47% of voting shares registered to take part in the meeting.

As reported, shareholders in OJSC Ukrnafta at the meeting were to consider the distribution of the company's profit and payment of dividends for 2006.

Ukrnafta's stockholders on May 29, 2007, decided to put off consideration of the distribution of the company's profit for 2006 until their next general meeting, the date of which has yet to be set. The decision was supported by over 99% of the stockholders and their representatives registered for the May 29 general meeting. 

Ukrnafta's net profit in 2006, according to Ukrainian accounting standards, was UAH 2.412 billion, which was 29%, or UAH 542.4 million up on 2005. 

�UKRNAFTA UPS GAS PRODUCT SALES 1.8%

�Ukrainian oil producer Ukrnafta increased sales and supplies of gas processing products 1.8% in 2007 to 434,700 tonnes, the company reported.

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 Ukrainy owns 50% plus one share in Ukrnafta.

�CO-OWNER OF PRIVATBANK BOHOLYUBOV COULD SELL STAKE IN UKRNAFTA 

�Privat Group could sell around 42% of the shares in OJSC Ukrnafta, the state oil extracting company in Ukraine, if the state does not conduct a balanced policy in the oil and gas sector, one of the largest co-owners of Dnipropetrovsk-based PrivatBank, Hennadiy Boholyubov, has said.

"The state should sell us its share or buy our stake... I hope that the state policy in the oil and gas sector will be balanced. Then, we'll be ready to cooperate with the state, but if we don't manage to agree with the state, we could consider the sale of shares in Ukrnafta," he said in an interview with the Focus weekly newspaper.

He said that the existing rent rate for oil extraction makes it unprofitable at western Ukrainian oil fields.

"Ukrnafta should not develop this extraction if it wants to protect the interests of shareholders. For example, in western Ukraine, oil extraction is non-profitable, as wells are old and too deep. The production cost is so high that the increased rent rate makes developing of these fields senseless," he said.

Speaking about potential buyers of the stake in Ukrnafta, which is under control of the group, Boholyubov in particular, named representatives of Russian business.

He also said that irrespective of the increase in the prices of natural gas in 2008, the activities of OJSC Dniproazot (Dniprodzerzhynsk in Dnipropetrovsk region) remain profitable.

"The price of Dniproazot's products is so high that according to preliminary calculations of analysts, it could work in profit. It is true that 80% of these products are exported and its price is dictated by the international market, "he said.

He said that production at Dniproazot would stop only if its production were unprofitable.

�DONETSK-BASED PARALLEL TO INCREASE PURCHASE OF LITHUANIAN FUEL BY 42% IN 2008

�Donetsk-based Parallel-M Ltd. in 2008 will increase purchases of gasoline and diesel fuel, which is produced by Lithuania's Mazeikiu nafta, by 42%, according to a company official report.

The company said that this is stipulated in a new agreement on gasoline and diesel fuel supplies to Ukraine in 2008, which was signed between the companies.

"The increase in supplies is linked with the company's plans on considerable growth in sales due to expanding of the filling station chain and increasing European fuel consumption by domestic consumers," reads the report, citing Parallel Director, Dmytro Kulik.

As reported, referring to the head of Mazeikiu nafta's representation in Ukraine Ihor Maistrenk, Lithuanian oil holding Mazeikiu nafta, which is controlled by Poland's PKN Orlen, plans to deliver 310,000 tonnes of refined product to Ukraine in 2008, a 20% increase over 2007. 

Mazeikiu nafta will deliver up to 260,000 tonnes of fuel to Ukraine in 2007, an 11% increase over last year, he said. 

Mazeikiu nafta is the only refinery in the Baltic States. Its output conforms to Euro-4 and Euro-5 standards. 

Parallel was founded in 1995. 15 filling stations in Donetsk are operating under the Parallel trademark. The company is an exclusive supplier of Lithuanian VENTUS fuel in Donetsk, Sumy, Kirovohrad, Luhansk regions, Crimea and Sevastopol.

�



ROSUKRENERGO IMPORTS OVER 1 BCM OF RUSSIAN GAS TO UKRAINE

�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.

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.

�PROGRESS IN GAS TALKS BETWEEN ROSUKRENERGO, UKRGAZ-ENERGO, NAFTOGAZ UKRAINY

�Representatives of RosUkrEnergo AG, UkrGaz-Energo 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," UkrGaz-Energo CEO Ihor 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 UkrGaz-Energo will fully repay the gas debt totaling $598 million it owes to RosUkrEnergo in the near future. Naftogaz Ukrainy owes $215 million to UkrGaz-Energo 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 Ihor Didenko, deputy CEO Volodymyr Trikolich and Mykhailo 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 UkrGaz-Energo and RosUkrEnergo to stop politicizing the process, accusing them of "provocative statements."

"The company takes those statement 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.

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 UkrGaz-Energo under a five-year agreement concluded in early 2006.

UkrGaz-Energo 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.

UkrGaz-Energo 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 UkrGaz-Energo on a 50-50 basis. The other shareholders in RosUkrEnergo are Dmytro Firtash (45%) and Ivan Fursin (5%).

�YUSCHENKO INSISTS ON APPROVING BALANCED FINANCIAL PLAN FOR NAFTOGAZ 

�Ukrainian President Viktor Yuschenko is insisting on the approval of a balanced consolidated financial plan for national JSC Naftogaz Ukrainy for 2008 by the cabinet, the presidential press service has reported.

Yuschenko said during a meeting with Fuel and Energy Minister of Ukraine Yuriy Prodan in Kyiv on January 22 that on January 21 the president examined the forecasted figures of the state holding's budget for 2008, after which the president has a number of questions.

The head of state said that the Fuel and Energy Ministry and Naftogaz Ukrainy has not yet proposed a comprehensive solution to allow the cabinet to approve the balanced financial plan of the holding.

The president said that the increase in natural gas consumption by households, heat supply companies and budget organizations foreseen in the forecasted stocks of gas approved by the government is groundless.

Yuschenko proposed to put up the issues of financial state and stocks of gas on the agenda of a meeting of the National Security and Defense Council of Ukraine.

�

NAFTOGAZ AGAIN PROPOSES TO EUROBOND HOLDERS TO POSTPONE PUBLICATION OF REPORT

�The national JSC Naftogaz Ukrainy again has proposed to its eurobond holders to postpone the publishing of an audited financial report for 2006 until March 31, 2008, according to a report of Standard Bank London Holdings PLC on the Luxemburg Stock Exchange.

The company said that the issue was put on the agenda of a meeting of investors scheduled for February 6, 2008 to be held in London.

The quorum of the meeting is 50% of the bond total volume, and if there is a lack of a quorum, the next meeting could be scheduled in no earlier than 14 days after and no later than 42 days.

�NAFTOGAZ COMPLETES FORMALITIES ON GAS IMPORT, CONSUMPTION IN JAN

�National oil and gas company 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.

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.

"Despite the sharp temperature drop in the first ten days of January, Naftogaz Ukrainy has provided uninterrupted gas supplies to consumers," the press release says.

Naftogaz Ukrainy forecasts that Ukraine will import 4.7 billion cubic meters (bcm) of gas in January, approximately 1 bcm less than a year earlier.

UkrGaz-Energo, a joint venture between Naftogaz Ukrainy and Swiss-registered RosUkrEnergo AG, has been the sole importer of gas to Ukraine since April 2006.

UkrGaz-Energo supplies some of the gas it receives from RosUkrEnergo directly to consumers, mainly industrial consumers, and sells part to Naftogaz Ukrainy for further delivery to heating plants and organizations financed from the budget.

UkrGaz-Energo imported about 34 bcm of gas to Ukraine in 2006. It planned to import over 53 billion cubic meters of gas in 2007, according to the forecast balance approved by the government.

�NAFTOGAZ SAYS GAZPROM HAS NO QUESTIONS CONCERNING TRANSIT

�Russia's Gazprom has no questions for the national company Naftogaz Ukrainy concerning the implementation of the contract on the transit of Russian natural gas across Ukraine, the Ukrainian company said in a statement.

"Talks were held by telephone today 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.

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

�AUTHORITIES MAKE ANOTHER ATTEMPT TO EXERT PRESSURE ON UKRGAZ-ENERGO, PRESS SECRETARY SAYS

�Members of the Interagency Commission auditing the national energy provider Naftogaz of Ukraine once again attempted on January 22 to enter the office of UkrGaz-Energo, a joint venture set up by Naftogaz and RosUkrEnergo AG (Switzerland), to import natural gas to Ukraine, UkrGaz-Energo spokesman Vitaliy Kysil told journalists.

"The second attempt made over the past two days to enter the joint venture's office for audit directly violates the constitution, the Civil Code, and other laws of Ukraine, and the company views them as an attempt on the part of the authorities to exert illegal administrative pressure on it," Kysil said.

Members of the interagency commission tried to enter the office for the first time on January 21, Kysil said.

UkrGaz-Energo workers once again told the commission members that, as the company did not use state-owned property, the government instruction on setting up this commission could not be applied to the company, Kysil said. They also said the joint venture was willing to provide information on its operations only in the amount and in a way stipulated by Ukrainian law, he said.

In response to this, a commission member from the Ukrainian Security Service said in the presence of UkrGaz-Energo workers, "We have conquered even tougher firms, and we will get this one, too," adding that he will coordinate his further actions with First Deputy Prime Minister Oleksandr Turchynov in the future, Kysil said.

After that, UkrGaz-Energo sent an official letter to Turchynov, asking him to investigate the threats by certain Interagency Commission members, Kysil said.

"We have no doubts that, under the guise of various bureaucratic technologies, the company is being forcibly persecuted," he said.

UkrGaz-Energo has been the only importer of natural gas to Ukraine since April 2006. The company in early 2006 concluded a five-year gas purchase contract with RosUkrEnergo, which has been the only supplier of natural gas to Ukraine over the past two years.

The Interagency Commission auditing Naftogaz of Ukraine was set up on January 9, 2008 and is led by Turchynov. The government instructed the Interagency Commission to audit Naftogaz of Ukraine's operations in 2006-2007 and submit its findings and proposals on stabilizing its financial condition by February 10, 2008.

Prime Minister Yulia Tymoshenko has repeatedly insisted that Ukraine do without mediators like RosUkrEnergo and UkrGaz-Energo in importing natural gas.

�UKRAINIAN REGULATOR TO CONSIDER OUTCOMES OF UKRGAZ-ENERGO'S INSPECTION JAN 31

�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.

Valeriy 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.

�UKRGAZ-ENERGO SIGNS AGREEMENTS WITH ELECTRICITY SUPPLY COMPANIES ON GAS SUPPLIES

�CJSC UkrGaz-Energo last week signed agreements to supply natural gas to OJSC Dniproenergo, OJSC Donbasenergo. OJSC Zakhidenergo and OJSC Tsentrenergo, all of which exploit heat power plants, the press service of the Fuel and Energy Ministry of Ukraine told Interfax-Ukraine on Thursday.

The head of UkrGaz-Energo's press service, Vitaliy Kysil, said that the documents were signed on January 18, 2008, in terms set by Fuel and Energy Minister Yuriy Prodan.

He said that the trader would sell natural gas to electricity supply companies, take fees for transporting gas to power plants, and pay gas transportation companies for services provided.

As reported, on January 16, the Fuel and Energy Ministry held a meeting on the provision of heat power plants with gas.

�

UKRGAZ-ENERGO CALLS ON NAFTOGAZ TO SELECT GAS SUPPLIER

�CJSC UkrGaz-Energo, the only importer of natural gas to Ukraine, has called on the national JSC Naftogaz Ukrainy to select a company to sell natural gas to the state holding, for further supply to heat supply companies and budget organizations, and sign a relevant agreement with the company.

UkrGaz-Energo press secretary, Vitaliy Kysil, said in a comment issued on Thursday that the company is alarmed at the delay in the selection of a natural gas supplier for 2008 by Naftogaz Ukrainy.

He said that the trader sent an official letter on the readiness of the company to take part in an open tender to select the natural gas supplier, according to requirements of the Ukrainian law on state purchases for state funds.

"We're sure that the conduct of an open tender would promote the stable provision of social consumers with gas. … [The] tenders should be fully in line with requirements of the national laws and provide equal access to all interested suppliers," Kysil said.

He said that the delay in conducting the tender creates serious threats to the stability of the heating season.

�UKRGAZ-ENERGO RAISES GAS PRICES FOR INDUSTRIAL CONSUMERS BY 32% AS OF JANUARY 1

�The price of natural gas supplied by the joint venture CJSC UkrGaz-Energo to industrial consumers is to be UAH 934.7 per 1,000 cubic meters (without VAT, related taxes and transportation costs) as of January 1, 2008.

"UkrGaz-Energo sells natural gas to all consumers at a price equal to the limit level set by the government," said Chairman of UkrGaz-Energo's board Ihor Voronin in an interview with journalists in Kyiv on Friday.

He also said that UkrGaz-Energo buys gas from RosUkrEnergo AG (Switzerland) at a previously agreed price set at $179.50 per 1,000 cubic meters, despite the fact that RosUkrEnergo now is forced by a decline in Central Asian gas supplies, to buy Russian gas in order to ensure Ukraine is provided with enough gas stocks.

UkrGaz-Energo in 2007 bought gas on the Russian-Ukrainian border at $130 per 1,000 cubic meters and supplied it to industrial consumers at UAH 708 per 1,000 cubic meters (without VAT, related taxes and transportation and underground storage costs).

Last year, the company imported about 50 billion cubic meters of natural gas, of which about 22 billion cubic meters was supplied directly to ultimate consumers. Most of the imported gas was sold to national JSC Naftogaz Ukrainy and other traders.

�CHORNOMORNAFTOGAZ RESUMES AGREEMENT WITH UKRGAZVYDOBUVANNIA ON DEVELOPMENT OF ODESA AND BEZYMENNE GAS FIELDS

�Chornomornaftogaz state company has resumed an agreement with Ukrgazvydobuvannia on the development of the Odesa and Bezymenne offshore gas fields, the press service of the state company told Interfax-Ukraine on January 21.

A source in the company said that the decision was made last week in Kyiv, where a Chornomornaftogaz delegation headed by Chornomornaftogaz head Anatoliy Prysiazhniuk had arrived.

"Actually, the earlier agreement was restored. In particular, Ukrgazvydobuvannia is to install gas pipelines," he said.

As reported, the national oil and gas company Naftogaz Ukrainy, which owns 100% of Chornomornaftogaz and 50% of UkrGaz-Energo, agreed in August to replace its subsidiary Ukrgazvydobuvannia with UkrGaz-Energo in the project to develop the Odesa and Bezymenne fields, and gave the green light to the formation of a 50-50 joint venture. 

Prysiazhniuk said in August that Ukrgazvydobuvannia was not meeting its obligations under the project. 

The other 50% of UkrGazEnergo is controlled by Swiss-based gas trader RosUkrEnergo, which is 50% owned by Russia's Gazprom. 

The explored commercial reserves at the Odesa field, in the northwest sector of the Black Sea, amount to about 30 bcm. 

Chornomornaftogaz planned to start drilling six wells in 2007 and to launch three wells at the Odesa field, so as to produce 37 million cubic meters of natural gas, and in 2008 to increase production at the field to its full capacity of 1 billion cubic meters of gas per year. 

�MARGAZ BUILDS UP ALMOST 77% STAKE IN MARIUPOLGAZ

�Margaz Ltd. has bought up 734,839 of the voting shares, or 76.69% of the statutory capital of gas supply company OJSC Mariupolgaz (both based in Mariupol, Donetsk region), according to an official statement by the city's gas management department. 

An individual cut their stake in Mariupolgaz from 24.973% to 0.082%. 

The Antimonopoly Committee of Ukraine (AMC) in August 2006 permitted Mariupolgaz, Bait Ltd., Kameya Ltd., Marko production-commercial firm Ltd. (all in Mariupol) and some other individuals to establish Margaz. 

Margaz's core business is the retail sale of liquefied and pressurized gas as motor fuel in Mariupol at the NGV-refueling compressor stations that Mariupolgaz rents to Margaz. 

As of the end of 2006, Mariupolgaz's shareholders were Kameya Ltd. (9.682% of its shares), Marko production-commercial firm Ltd. (Mariupol) - 5.917% of its shares, Ukrainian Depository Company Ltd. (Kyiv) – 9.627% of its shares, chairman of the board in Mariupolgaz Ivan Fomychenko – 24.973% of the shares, Nina Fomychenko – 9.981% of its shares and Olha Vostrykova – 7.728% of the shares. 

The company's statutory capital is UAH 239,549, and each share's face value is UAH 0.25. 

�

ENERGY MINISTER INSTRUCTS ENERGOATOM TO CONCLUDE CONTRACT WITH WESTINGHOUSE BY APRIL FOR SUPPLY OF SECOND FUEL BATCH

�Fuel and Energy Minister Yuiry Prodan has instructed national nuclear power generation company Energoatom to conclude a contract with U.S.-based Westinghouse by April 2008 for the supply of a second batch of fresh nuclear fuel for the implementation of a nuclear fuel qualification project.

The instruction was issued on Friday during a meeting with the participation of First Deputy Fuel and Energy Minister Yuriy Nedashkovsky and Energoatom President Yuriy Kovryzhkin, the company's press service said.

As was reported, Energoatom and Westinghouse in 2000 launched a project for the qualification of nuclear fuel supplied by the U.S. company in order to allow its use at Ukrainian nuclear power plants.

If the project is successful, Ukraine will receive another source of fresh nuclear fuel supplies for its nuclear reactors which account for about 50% of Ukraine's overall electricity output.

�NUCLEAR FUEL OF UKRAINE CONCERN TO BE CREATED SIMULTANEOUSLY WITH LIQUIDATION OF UKRATOMPROM, SAYS DEPUTY FUEL AND ENERGY MINISTER

�The Nuclear Fuel of Ukraine State Concern will be created in tandem with the liquidation of Ukratomprom Concern, according to Deputy Fuel and Energy Minister of Ukraine Yuriy Nedashkovsky.

"The Nuclear Fuel of Ukraine State Concern will be created simultaneously with the liquidation of Ukratomprom to save time. We've lost a year already," he told the press in Kyiv on Thursday.

He said that a draft resolution on the creation of the new concern has been submitted to the Ukrainian cabinet.

He voiced hope that all organization issues linked with the creation of Nuclear Fuel of Ukraine will be settled within a month after the cabinet approves the document.

Nedashkovsky said that the draft resolution foresees the union of only those companies of the nuclear sector that are engaged in raw materials extraction.

Participants in Nuclear Fuel of Ukraine could become state companies: Skhidny Ore Mining and Processing Mill, Direction of the company, which is being created on the basis on Novokostiantynivsky uranium ore field, Smoly, Dniprovsky Precision Pipe Plant and Ukrainian Scientific, Research and Design Institute of industrial Technologies.

Nedashkovsky said that by the end of the year the readjustment procedure of Tsirkoniy state company should be completed and the company will join the concern.

National Nuclear generating company Energoatom, the operator of all four Ukrainian NPPs, would not be part of the concern, he said.

The draft also does not foresee a transfer of rights for the management of the state stake in OJSC Kharkiv Scientific, research and Design Institute Energoproject to Nuclear Fuel of Ukraine, Nedashkovsky said.

The head of the department for the nuclear sector at the ministry, Natalia Shumkova, in turn, said that the activities of the new concern will be aimed at the development of uranium and zirconium production facilities and the creation of nuclear fuel manufacture facilities in Ukraine.

Asked why the Fuel and Energy Ministry initiated the creation of the new concern and not the reorganization of the existing concern through excluding participants from it and making amendments to the concern's regulations, Nedashkovsky said that the ministry does not want the concern to be the legal successor of the previous concern's liabilities.

The only director general of Ukratomprom, Andriy Derkach, who in November 2007 left the post, on Thursday told Interfax-Ukraine that the state concern did not form any liabilities over the period of its existence, including financial liabilities.

�TVEL TO SUPPLY THIS YEAR'S FIRST BATCH OF FISSILE FUEL FOR UKRAINIAN NUCLEAR PLANTS IN FEBRUARY, SAYS ENERGOATOM

�OAO TVEL (Russia) will supply this year's first batch of fresh fissile fuel for Ukrainian nuclear power plants (NPP) in February, the national nuclear power generation company Energoatom said in a press release on Wednesday, referring to a schedule approved by both sides.

The first batch of fuel will go to Ukraine's and Europe's largest NPP, in Zaporizhia.

As was reported, TVEL and Energoatom in December 2007 signed a contract setting volumes and supply terms for deliveries of fresh nuclear fuel to Ukraine's nuclear power plants in 2008. 

TVEL will supply fresh nuclear fuel to all 15 reactors of the four operating nuclear power plants in Ukraine in 2008. 

The new price of the fuel was calculated according to an algorithm agreed in January 2006, with due regard to pricing tendencies on the world uranium market, conversion and enrichment services, volumes of supplies and the use of Ukrainian raw zirconium for fuel production, reads the press release.

Energoatom, Ukraine's nuclear power plant operator, runs the Zaporizhia, Yuzhnoukrainsk, Rivne and Khmelnytsky NPPs, which have 15 VVER water-cooled reactors with a total generating capacity of 13,835 megawatts. 

TVEL is the only nuclear fuel supplier to Ukraine's nuclear power plants. 

�

PRICE OF NUCLEAR FUEL FOR UKRAINIAN NPPS IN 2008 TO GROW BY 20%, SAYS DEPUTY ENERGY MINISTER

�The price of nuclear fuel for Ukrainian NPPs, which is supplied by Russia's OAO TVEL, will in 2008 grow by around 20% compared to the prices in 2007, according to Deputy Fuel and Energy Minister of Ukraine, Yuriy Nedashkovsky.

He said that the rise in the price of fuel assemblies supplied to NPPs would lead to a change in the tariff on electricity generated by them.

Nedashkovsky said that growth in prices of nuclear fuel would slightly influence the tariff, under which National Nuclear Generating Company Energoatom sells electricity, as the share of expenses to buy fuel assemblies is only 25% of the structure of production cost of electricity.

�WORK TO INCREASE SAFETY OF CHORNOBYL NPP'S SHELTER FACILITY TO START THIS SPRING, EMERGENCIES MINISTER SAYS

�Ukraine's Emergencies Minister Volodymyr Shandra has forecast that work on increasing safety at the Shelter facility at Ukraine's Chornobyl Nuclear Power Plant will start this spring. 

"I think it will be completed by 2012," Shandra told reporters on Thursday.

As reported, Russia's CJSC Atomstroiexport, the UTEM-engineering daughter company, OJSC Uzhteploenergomontazh and Ukrainian Design Institution Atomenergostroiproject (all based in Ukraine) have signed a contract with the Chornobyl NPP to complete measures to increase safety at the Shelter facility.

The contract was signed on January 10, 2008, and foresees the repair of the light covering of the shelter, a transfer of 80% of the cover's load to outside constructions and the installation of physical protection systems on access routes.

"The Shelter facility was built quickly and in complicated conditions. Some of its constructions are leaning against old walls, which were damaged by the blast. In the light of the Stabilization project, a number of tasks aimed at increasing the safety of the existing Shelter facility have been carried out. Among these are measures to build outside bearings. In December 2006, 50% of the load was shifted onto the outside bearings... Now it's necessary to transfer 80% of burden onto them. This will be done under the signed contract," Chornobyl NPP First Deputy Director General Oleksandr Skrypov said.

Earlier, in July 2004, the Chornobyl NPP signed a contract with Stabilization Consortium worth $49 million to fulfill stabilization works at the Shelter facility.

In 2006, the Stabilization Consortium planned to complete this work by late 2007.

�KYIVENERGO'S INVESTMENT PROGRAM TO MORE THAN DOUBLE IN 2008

�The National Electricity Regulatory Commission (NERC) at a meeting on Thursday approved investment programs for OJSC Kyivenergo for 2008, an Interfax-Ukraine correspondent has reported. 

The size of the investment program for Kyivenergo next year will grow by 2.1 times or by UAH 66.753 million, to UAH 126.968 million.

The company in the light of the approved investment program in 2008 will allocated UAH 89.135 million into upgrade and development of own power transmission lines, UAH 21.296 million to cut losses in power transmission lines, UAH 2.515 million to renew communications facilities, UAH 5.95 million to buy vehicles, UAH 3.137 million to introduce information technologies, UAH 1.812 million to launch automated control systems, and UAH 3.123 for other investment.

The sources for increasing funding of the investment program at Kyivenergo for 2008 are depreciation reserves worth UAH 28.322 million, operating expenses worth UAH 13.469 million, company profit worth UAH 41.66 million and payment for connecting to the company's power transmission lines of UAH 5.29 million, along with other revenues worth UAH 3.123 million. 

According to the State Commission for Securities and Stock Market, as of late July, 2007, the Energy Company of Ukraine owned a 50%+1 stake in the OJSC or 54.18 million stocks, Cyprus-based Kapiton Trading Limited owned a 24.98% stake or 27.0689 million stocks and Cyprus-based Fluminea Limited owned a 15.72% stake. 

Kyivenergo exploits the electricity network of Kyiv. 

The NERC regulates the activity of monopolies in the energy and oil sector, as well as the price and tariff policy in these sectors. 

�NERC APPROVES RETAIL TARIFFS FOR ELECTRICITY SUPPLY COMPANIES FOR FEBRUARY 

�The National Electricity Regulatory Commission of Ukraine (NERC) has confirmed retail electricity tariff rates for energy-supply companies for February 2008. 

The tariffs are stipulated in resolution No. 40 of January 24, 2007, which was also sent to Interfax-Ukraine. 

The growth in tariffs for first-class voltage consumers next month will be 3% compared to January, while for second-class voltage consumers, tariffs will grow by 3.7%. 

As reported, the NERC started an incremental adjustment of retail electricity tariffs on September 1, 2005.

�

Retail electricity rates for consumers in kopecks (one hryvnia equals 100 kopecks) per kWh (without VAT): 
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IT&TELECOMMUNICATIONS

NUMBER OF SUBSCRIBERS USING MOBILE SERVICES IN UKRAINE UP 1.5% IN DEC, SAY AC&M CONSULTING 

�The number of mobile communications subscribers [the number of active SIM cards] grew by 1.53% in Ukraine by December 31, 2007, to 55.596 million, according to monthly reports of analysts from AC&M Consulting Company. 

The level of nominal mobile communications saturation (the number of actively used SIM cards compared to the population) grew to 119.7%, compared to 117.8% in November, the company said.

AC&M Consulting said that in December CJSC Kyivstar GSM, a large mobile operator in Ukraine, was the leader on the market. The company in December serviced 23.604 million subscribers, which is 1.94%, or 449,000 more subscribers than in November. The company occupies 49.6% of the market. Norway's Telenor owns a 56.51% stake in CJSC Kyivstar GSM, and Russia's Alfa Group a 43.49% stake. 

The subscriber base of Kyiv-based CJSC Ukrainian Mobile Communications (UMC) grew by 68,870 subscribers, or by 0.35% in December, to 20.004 million with 7.6% share of total new subscribers. According to AC&M Consulting, the company occupies 36% of the market. CJSC UMC is fully owned by the Russian company OJSC MTS, the biggest mobile communication operator in Russia and the CIS. MTS services over 72.86 million subscribers. 

According to AC&M Consulting, mobile communications operator Astelit (life:) trademark) had 8.82 million subscribers in December 2007, which is by 4.001% or 34,000 more compared to November, with 37.6% share of total new subscribers, and the company occupies 15.5% of the market. 

Astelit is an international company, a 54.2% stake in which is indirectly owned by Turkcell of Turkey, while 45.8% belongs to Donetsk-based CJSC System Capital Management. 

CJSC Ukrainian Radio Systems (Beeline trademark, URS) cut the number of subscribers in December by 2.49%, or by 67,710, to 2.65 million. According to AC&M Consulting, the company occupies 4.8% of the market. URS explains the fall by a technical outflow of non-used SIM-cards.

�



GROWTH IN MOBILE COMMUNICATIONS SUBSCRIBERS IN UKRAINE SLOW TO 13.5% IN 2007

�The number of mobile communications subscribers [the number of active SIM cards] in Ukraine in 2007 grew by 13.48%, or 6.606 million, to 55.596 million, which in 2006 growth was 63%, to 48.99 million, according analysts from AC&M Consulting Company.

The level of nominal mobile communications saturation (the number of actively used SIM cards compared to the population) last year grew from 104.97% to 119.7%, the company said.

AC&M Consulting said that in 2007 CJSC Kyivstar GSM, a large mobile operator in Ukraine, was the leader on the market. The company in 2007 increased the number of subscribers by 2.094 million or 9.735%, to 23.604 million subscribers. In 2006, the company's subscribers' base grew by 7.585 million or 54.47%. The company occupied 42.5% of the market in 2007 with the 31.7% share of total new subscribers. Norway's Telenor owns a 56.51% stake in CJSC Kyivstar GSM, and Russia's Alfa Group a 43.49% stake.

The subscriber base of Kyiv-based CJSC Ukrainian Mobile Communications (UMC) almost did not change in 2007, increasing it only by 0.005% or by 1,000, to 20.004 million. In 2006, its subscribers' base grew by 6.676 million, or 50.09%. According to AC&M Consulting, in late 2007 the company occupied 36% of the market with 0.015% share of total new subscribers. CJSC UMC is fully owned by the Russian company OJSC MTS, the biggest mobile communication operator in Russia and the CIS. MTS services over 72.86 million subscribers. 

According to AC&M Consulting, mobile communications operator Astelit (life:) trademark) had 3.27 million new subscribers in 2007, which is 58.92% more compared to 2006. In 2006 the company's subscribers' base grew by 3.09 million, or 125.6%. The company occupied 15.5% of the market with 49.5% share of total new subscribers. Astelit is the only operator, which increased the number of new subscribers in 2007.

Astelit is an international company, a 54.2% stake in which is indirectly owned by Turkcell of Turkey, while 45.8% belongs to Donetsk-based CJSC System Capital Management. 

CJSC Ukrainian Radio Systems (Beeline trademark, URS) increased the number of subscribers in 2007 by 41.26%, or by 774,000, to 2.65 million. In 2006, the company's subscribers' base grew by 1.616 million, or 7.32 times. According to AC&M Consulting, the company occupied 4.8% of the market, with the 11.72% share of total new subscribers.

�GROWTH IN SUBSCRIBERS USING MOBILE SERVICES IN UKRAINE SLOWS TO 12.9% IN 2007, SAY IKS CONSULTING 

�The number of mobile communications subscribers [the number of active SIM cards] grew by 12.9% or by 6.38 million subscribers in Ukraine in 2007, to 55.58 million, while in 2006 subscribers base growth was 63.1% or UAH 49.2 million, according to a report of analysts from the iKS Consulting company, which was also sent to Interfax-Ukraine. 

iKS Consulting said that the level of nominal mobile communications saturation (the number of actively used SIM cards compared to the population) grew to 105.1%, compared to 119.8% last year. 

As reported, referring to AC&M Consulting, the number of mobile communications subscribers grew by 13.48% or 6.606 million in Ukraine in 2007, and nominal mobile communications saturation was 119.7%.

The information provided by iKS Consulting on the number of subscribers of CJSC Ukrainian Mobile Communications (UMC), CJSC Kyivstar GSM, Astelit (life:) trademark) and CJSC Ukrainian Radio Systems (the Beeline trademark, URS) coincide with information offered by AC&M Consulting, 20.004 million, 23.604 million, 8.82 million and 2.65 million respectively.

Kharkiv-based Velton Telecom telecommunications company in 2007 increased the number of its subscribers by 22,160, to 115,230 (a 23.81% rise). 

The number of subscribers of Kyiv-based International Telecommunication Company" (ITC, the CDMA Ukraine trademark) as of late December 2007 was 115,214, which is 55,340 or 92.43% more than as of early 2007. 

Odesa-based International Telecommunications Ltd. (Intertelecom) last year increased the number of its subscribers by 70,800 or by 202.36%, to 105,800. 

Kyiv-based CJSC Telesystems of Ukraine (the PEOPLEnet trademark) has 86,800 subscribers. 

Kyiv-based Golden Telecom Ltd. cut the number of subscribers by 12.25%, to 42,500. 

Dnipropetrovsk-based CST-Invest Ltd. (the NewTone trademark) last year increased the number of subscribers by 117.59% or by 14,050, to 26,000.

OJSC Ukrtelecom, which started providing 3G mobile communications services under the Utel trademark from November 1, 2007, had 8,500 subscribers by the end of the year.

iKS-Consulting was founded in 2004, and provides professional research and analysis of the telecommunications market in Russia and the CIS countries. 

�



VIMPELCOM ADDRESSES AMC FOR PERMISSION TO ACQUIRE GOLDEN TELECOM

�OJSC VimpelCom (Russia) asked the Antimonopoly Committee of Ukraine on January 17, 2008 for permission to acquire Golden Telecom LLC (Kyiv), the committee's press service told Interfax-Ukraine on January 21. 

"The committee has not addressed the matter yet, [and] a decision has not been made," according to the press service. 

According to the Ukrainian legislation, the AMC has to analyze the application within 15 days and then perform an independent estimation of the deal within 30 days. The regulator also has the possibility to prolong the application for three months more to learn the conditions of the deal. 

As reported, on January 14, 2008, the Russian Federal Antimonopoly Service approved the application of VimpelCom's subsidiary Lillian Acquisition on the purchase of Russia's Golden Telecom, which has a 100% subsidiary structure Golden Telecom LLC. 

In Ukraine, OJSC VimpelCom owns 100% of the shares of CJSC Ukrainian Radio Systems (Kyiv, Beeline trade mark).

�TALKS BETWEEN UMC AND GOLDEN TELECOM BREAK DOWN

�Talks between CJSC Ukrainian Mobile Communications (UMC) and Golden Telecom Ltd., which were held in the National Communications Regulatory Commission (NCRC) on January 22, have broken down, Golden Telecom PR director Natalia Starzhnyk told Interfax-Ukraine on Wednesday.

The commission told Interfax-Ukraine that the companies would continue the talks next week after submitting additional documentation.

Golden Telecom said that the commission at present is not able to settle the conflict over the powers of its members, and hope that the issue will be settled urgently.

As reported, UMC on January 11 closed direct access to its networks in Kyiv, Lviv, Odesa, Dnipropetrovsk and Donetsk to subscribers of Kyiv-based Golden Telecom Ltd.

According to a press release issued by Golden Telecom, UMC violated a ruling by Kyiv Economic Court on provisional measures on an appeal by Golden Telecom against UMC concerning the illegal cancellation of an agreement on interconnection. 

In late December 2007, Kyiv Economic Court registered the company's appeal and ordered UMC to fulfill its liabilities under the agreement on providing telecommunications services and not to restrict traffic exchanges between Golden Telecom and UMC subscribers. 

UMC director general Pavlo Pavlovsky said on December 26, 2007 that the company would not prolong an agreement on direct exchange of traffic with Golden Telecom. The decision was linked with Golden Telecom's demand to cut the rate for interconnections by 10% for the company.

�PUBLIC PROSECUTOR'S OFFICE OPENS CRIMINAL CASE ON UMC'S FAILURE TO ABIDE BY COURT RULING

�Kyiv-based Pechersk district prosecutor's office has opened a criminal case against CJSC Ukrainian Mobile Communications (UMC) on its failure to abide by a ruling passed by Kyiv's economic court on a claim filed by Golden Telecom Ltd. to bar UMC from denying access for Golden Telecom Ltd. to its networks.

The case was opened on a motion put forth by the State Executive Service (SES), reads a letter from Pechersk district prosecutor's office.

As Interfax-Ukraine learned from Mykhailo Ilyashev, Golden Telecom's legal advisor and a managing partner of the Ilyashev & Partners law firm, a copy of the above-mentioned letter was sent not only to SES, but also to Member of Parliament and Deputy Head of the Verkhovna Rada's committee for justice issues Olena Shustyk. According to Ilyashev, the public prosecutor's office will check who is to blame for the failure to abide by the court ruling and subsequently may bring charges against those persons.

UMC did not comment on opening the criminal case, saying that the company had not received the official documents.

At the same time, a source at the company said that UMC's lawyers believe that the situation is quite complicated. They refer to information that Golden Telecom challenged in court a court ruling taken on its claim against UMC.

As was reported, UMC in the evening of January 11 closed Golden Telecom subscribers' access to its networks in Kyiv, Lviv, Odesa, Dnipropetrovsk and Donetsk.

�MTS NEARS FULL PAYMENT OF 2006 DIVIDENDS

�Mobile TeleSystems (MTS) has paid out dividends for 2006 totaling 19.273 billion rubles, the company reported. 

The total size of the dividend allocation is 19.275 billion rubles, meaning the company has paid out 99.9% of dividends.

MTS announced a dividend of 9.67 rubles per share for 2006.

MTS charter capital is made up of 1.993 billion ordinary shares with par value of 0.1 rubles.

MTS is the largest mobile operator in the CIS, serving more than 85 million subscribers in Russia, Ukraine, Belarus, Uzbekistan, Turkmenistan and Armenia.  Sistema owns 52.8% of MTS shares. Another 46.7% circulate on the New York Stock Exchange, European OTC markets and MICEX. Other shareholders own 0.5%.

�

COMSTAR SELECTS CISCO TO BUILD NGN MULTI-SERVICE NETWORKS IN KYIV AND ODESA

�Comstar United TeleSystems (Comstar UTS), a Sistema subsidiary, has signed a contract with Cisco Systems for the delivery of equipment for the construction of a multi-service data transfer network in Ukraine, which will use Next Generation Networking (NGN) solutions, Comstar said in a statement posted on its website.

Comstar UTS' partner in the contract is Kvazar Micro, which is owned by OJSC Sitronics (a Sistema subsidiary). Kvazar Micro will carry out the installation and launch of the network.

The terms of the contract stipulate that Cisco build and modernize the backbone transportation network in Ukraine and city multi-service communications networks in Kyiv and Odesa. The statement said that Comstar plans to install Cisco hub router and backbone router and also aggregation and network management equipment. The project will commence operations in the second quarter of 2008.

Comstar plans to raise the number of its subscribers in Kyiv and Odesa to more than 125,000 by 2011.

The statement quoted Alexander Kirillov, Comstar's vice president for technologies, as saying: "NGN technology will allow us to improve the quality of our services, introduce new products and enable our clients to manage them. The signing of the agreement for the delivery of NGN equipment is an important step for Comstar in building the new generation network in Ukraine. We plan to integrate all future networks in Ukrainian cities where we intend to offer telecom services, into Comstar's unified NGN Network."

Comstar UST owns a 99% stake in OOO Comstar-Ukraine. The remaining 1% belongs to its subsidiary, MGTS. Comstar-Ukraine owns a 100% stakes in the Kyiv-based telecommunication companies CJSC Technological Systems and OOO Global Digital Communications.

Comstar-Ukraine offers its individual and corporate subscribers in Kyiv and Odesa voice and data transfer services, as well as Internet access. In the near future, the company will start providing pay-TV and other additional services, including WiMAX technology.

�LVIV MODEM TO CONSTRUCT 797 KM FIBER-OPTIC LINE WORTH UAH 98 M FOR UKRTRANSNAFTA

�OJSC Modem (Lviv) has won a tender announced by OJSC Ukrtransnafta to construct a fiber-optic communication line (FOCL), according to an official statement by Ukrtransnafta. 

Four lots were put on auction to design and construct the FOCL in four sections with a total length of 797 kilometers. 

The total sum of the agreement signed by the companies on November 22, 2007, was UAH 98.02 million. 

Modem's core business is designing and constructing long-distance cable communication lines, and the assembling and engineering setup of communication centers. 

Its major shareholders are Leonid and Olha Kovalchuk (28.418% and 12.239% of shares respectively) and Roman Sydorchuk. 

Ukrtransnafta is an oil transmission operator of Ukraine. Naftogaz Ukrainy owns 100% of its shares. 

�XXI CENTURY, ATLAS CORPORATION ESTABLISH ATLAS-TELECOM

�The XXI Century developer company and Atlas Corporation have established joint venture LLC Atlas-Telecom (all in Kyiv), which is to become a service provider for XXI Century facilities, according to the company. 

XXI Century will give Atlas-Telecom the right to provide a full range of telecommunication services at its construction objects. In particular, Atlas-Telecom will perform the selection of communication operators. 

"Together with this operator we will be able to create quality real estate facilities in Kyiv and the regions of Ukraine," Tatiana Chestneyshaya, acting director of assets management department at XXI Century, told Interfax-Ukraine. 

Atlas Corporation was established in 1990 and operates in the sphere of telecommunication and information technologies on the Ukrainian market. It designs and implements projects to install corporate and public lines and systems of data, voice and video transfer, offering tailor-made solutions to each customer's needs. 

XXI Century, the leading Ukrainian developer, has been working on the real estate market since 1999. 

Since December 2005, the company's shares has been quoted on the London Stock Exchange ($139 million were attracted). In May 2007 the company issued eurobonds and attracted $175 million for the development of real estate projects in Ukraine. 

�MANUFACTURING

ZAZ TO CREATE NEW PRODUCTION FACILITIES

�CJSC Zaporizhia Car Building Plant (ZAZ), one of the leading car producers in Ukraine, in the coming three years plans to create production facilities to produce 100,000-120,000 cars at a new plant outside Zaporizhia, UkrAvto Corporation Deputy Board Chairman Oleh Papashev told the press on Thursday.

He said the new production facilities were needed because the production facilities of the existing plant in Zaporizhia are working at full capacity (150,000 cars).

"Moreover, ZAZ's structure, which was established in 1960s, is not in line with the European or international tendencies for car building development," he said.

He said that taking into account prospects for Ukrainian car market growth to 1 million cars per year, UkrAvto plans to retain its market share at 35-40%.

"We should produce 300,000-400,000 cars, taking into account exports, to retain our market share [as the market develops]," he said.

He said that UkrAvto and ZAZ asked the authorities in Zaporizhia to reserve around 400 hectares of land.

Papashev said that around 50 hectares are needed to create production facilities for 100,000-120,000 cars, although later ZAZ plans to gradually transfer car production to new facilities and create preconditions for further development, with the possibility of involving foreign spare part producers.

"We ask first to allocate land to build a plant, and we reserved the rest... to be able to develop facilities for 300,000 cars and involve spare part producers," Papashev said.

He said that the idea of the project is to create new production facilities for 100,000-120,000 cars at a first stage, and to develop them later.

He said that from 10 to 15 years is needed to realize the project. He said that investment in the creation of new facilities could be at least $300 million.

Asked about a possible partnership in the light of the realization of the project with General Motors (GM), Papashev said that as GM is the partner of the corporation, one of GM's models would be produced at the new plant.

ZAZ produces ZAZ passenger cars (Tavria, Slavuta, Pickup), as well as the Daewoo Lanos, VAZ, Opel, and Chevrolet cars, ÒÀÒÀ and Dong Feng trucks, and spare parts. 

In 2006, ZAZ launched the manufacture of I-VAN buses with TATA motors and transmission systems. 

�BOGDAN CAR PLANT ATTRACTS EUR 62.5M SYNDICATED CREDIT 

�Bogdan car plant, which is part of Bogdan Corporation, has attracted a long-term EUR 62.5 million syndicated credit from non-residents banks, the corporation's press service reported on January 21.

Bogdan Corporation press secretary Serhiy Krasulia told Interfax-Ukraine that the credit agreement has been signed and the first tranche has been received.

He did not disclose the details of the deal. They will be announced at a press conference on January 22.

The Bogdan Corporation announced a $350 million project in May 2005 aimed at making logistics less expensive and expanding manufacturing capacity. As part of that project, car and truck production is being set up with a unified painting complex at Cherkasy and all bus production is being transferred to Lutsk. 

Moreover, the corporation jointly with UkrAvto Corporation is realizing a project on the building a vehicle plant in Russia.

Bogdan car plant in late 2005 and early 2006 placed 8% of shares worth $16 million with the help of Kyiv-based Dragon Capital Investment Company to realize these plans.

In December 2006, Germany's Hypo Vereinsbank (HVB) issued a EUR 42.24 million credit to Bogdan car plant under guarantees of German Hermes export credit agency.

�POLTAVA DIESEL LOCOMOTIVE REPAIRING PLANT IMPROVES PERFORMANCE IN 2007

�OJSC Poltava diesel locomotive repairing plant improved performance by 12.3% in 2007 from 2006 and its repair services rendered last year were estimated at UAH 178.5 million, the company's press service reported on Wednesday.

According to the source, last year the company modernized diesel locomotives, having installed Caterpillar diesel generators supplied by Czech-based CMKS, and General Electric engines.

As was reported, the plant intends to improve its performance by 12% in 2008 and provide services to the tune of UAH 184 million.

The plant's core business is repairs to TEP70- series passenger diesel locomotives (manufactured by Russia-based Kolomensky plant), all-purpose M62-series mainline diesel locomotives, 2TE116 cargo diesel locomotives (manufactured by Luhanskteplovoz Holding Company), TEM7- and TGM6- series diesel-locomotive shunters (manufactured by Russian-based AO Lyudinovteplovoz). Besides, it produces over 170 types of spare parts.

The plant is able to repair 650 diesel locomotive sections, 800 diesel engines and 7,200 wheel pairs a year.

It cooperates with foreign railways, including those of Lithuania and Mongolia.

The plant's net profit in 2006 declined by 40.3% from 2005, to UAH 6.117 million. Its assets in 2006 expanded by 33.5%, to UAH 147.78 million by January 1, 2007. The company's long-term liabilities slightly shrank – by 0.3% - to UAH 20.14 million, while current liabilities soared by 2.9 times, to UAH 51.3 million.

�AMC PERMITS RUSSIAN CENTER OF MARITIME TECHNOLOGIES SHELF TO ACQUIRE MORE THAN 50% OF CDB CORALL'S SHARES FROM MNP GROUP

�The Antimonopoly Committee of Ukraine (AMC) has permitted the Center of Maritime Technologies Shelf Ltd. (Astrakhan, Russia) to acquire more than 50% of the shares of OJSC Central Design Bureau Corall (Sevastopol), according to the AMC's press service. 

CDB Corall is the leading design bureau in Ukraine drafting documentation on the design and modernization of ships, floating cranes and equipment for operations on continental shelves. 

Since 2002, Corall has been part of Russia's MNP Group (maritime oil and gas projects) which is engaged in shipbuilding and the design and construction of offshore drilling platforms.

MNP Group incorporates leading Russian shipyards: Krasnoye Sormovo (Nizhniy Novgorod), Nizhegorodskiy Teplokhod Shipyard, Volgograd Shipyard, Astrakhan III International Shipyard, Lotos Shipyard (Astrakhan), Volgo-Caspian Design Bureau (Nizhniy Novgorod) and Friede & Goldman (United States). 

According to the AMC's press service, Center of Maritime Technologies Shelf Ltd. does not currently perform business activity. It's core business will be owning and managing business entities' corporate rights.

�

FERROUS & NON-FERROUS

POLTAVA MINING PRODUCES 9% MORE IRON ORE IN 2007

�Poltava Mining, Ukraine's biggest producer of iron ore pellets, increased production of iron ore by 9% 28.934 million tonnes in 2007.

Production of iron ore concentrate rose 10% to 10.652 million tonnes, and pellet production grew 6% to 9.072 million tonnes, including 5.372 million tonnes of pellets with 62% iron and 3.701 million tonnes with 65% iron, the company said in a press release.

Poltava produced 8.793 million tonnes of pellets from its own ore and concentrate, including 5.092 million tonnes with 62% iron and 3.701 million tonnes with 65% iron, respectively 8%, 1% and 19% more than in the previous year.

The main focus in 2007 was production of pellets from the company's own ore, as demand on the concentrate market exceeded supply, the release said.

Labor productivity grew throughout the whole year, although there was a slight drop in ore production in the fourth quarter due to seasonal factors and the intensification of stripping at the northern section of the mine, the company said.

"We were intent on fulfilling our obligations to customers amid growing demand on the pellet market and we fulfilled these obligations, increasing annual production of ore and pellets. In particular, production of higher quality pellets with 65% iron content increases substantially due to strong demand on the market," Poltava Mining general director Viktor Lotous said in the release.

He said the strong production results were achieved with a combination of investment in better equipment and more efficient use of existing machinery.

Swiss-based Ferrexpo AG acquired over 60% of Poltava Mining at the end of 2005. Ferrexpo AG is owned by Ferrexpo Plc, which in turn is controlled by Ukrainian businessman Konstiantyn Zhevaho.

�UKRAINE BOOSTS IRON ORE IMPORTS 76% IN 2007

�Ukrainian steelmakers increased iron ore imports 76.2% in 2007 compared with 2006 to 3.55 million tonnes, a source at Ukrrudprom, the association of Ukrainian mining enterprises, told Interfax.

Concentrate imports rose 54.5% to 1.716 million tonnes, sinter - 36% to 991,300 tonnes and pellets - 380% to 843,100 tonnes.

In December, Ukraine imported 393,000 tonnes of iron ore commodities, including 170,100 tonnes of concentrate, 90,700 tonnes of sinter and 132,000 tonnes of pellets.

Ukrrudprom said that Ukraine's mines were exporting more iron ore due to the fact that imports had increased.

�RUSSIA'S VARSHAVSKY BUYS UKRAINE'S ISTIL

�Berycan, a company acting on behalf of the Mirinvest investment company and international trader Stemcor, has signed a deal to buy 100% of Ukrainian steel mini-mill ISTIL for an undisclosed amount, Mirinvest said in a press release.

Mirinvest is owned by Vadim Varshavsky, a deputy of Russia's State Duma, who founded the Estar steel holding, and by company management.

The deal was signed on January 21, Vasily Storozhuk, the general director of Mirinvest, told Interfax.

Russia's Alfa-Bank advised Berycan on the sale. Nomura advised the seller.  It had been widely believed that Estar would buy ISTIL Ukraine, however Storozhuk said this was a Mirinvest project and had "nothing to do with Estar." 

The ISTIL group produces construction steel and billets at the ISTIL (UK) and ISTIL USA plants besides the one in Ukraine. It markets the steel via its own offices and via international traders. The group owns two deep-water docks at Ukraine's port of Odesa, capable of handling more than 2.5 million tonnes of steel per year.

Storozhuk said Mirinvest would finish building a rolling mill in Dubai in 2008-2009. "The acquisition of the Ukrainian holding is consistent with Mirnivest's strategy to develop its business and boost its capitalization, as we have an interesting idea to increase ISTIL Group's presence by completing the plant in Dubai," he said.

Half of the planned investment has already been absorbed and the rolling mill should be commissioned at the end of 2008 or beginning of 2009, Storozhuk said. He declined to say how much would be invested in production capacity, but he did say that the plant's products would be in demand in Dubai, where the construction market is growing.

A source with knowledge of the company's plans said the Dubai plant would be capable of producing 300,000 tonnes of steel per year.

�ISTIL CONFIRMS SALE OF BERYCAN ASSETS, BUYER CAN USE EXISTING BRAND FOR ONE YEAR

�International Steel & Tube Industries Limited (Guernsey, UK), also known as ISTIL, on January 21, 2008 in London confirmed that its subsidiary Metalsrussia Investment Limited has agreed to the sale and purchase of ISTIL Group Holding Limited (Cyprus) - the holding company of CJSC "Mini Steel Mill "ISTIL(Ukraine)", Donetsk; Metalsukraine Corp. Ltd, Odessa; ISTIL Middle East LLC,UAE; ISTIL (UK) plc; ISTIL Milton (USA) Inc and MRHK (Hong Kong) and other related companies with a Cyprus company Berycan.

According to a press release by Mini Steel Mill "ISTIL(Ukraine)", Berycan represents the interests of the Russian Investment Company 'MirInvest' LLC, representing Vadim Varshavsky, a Russian Duma Deputy and its senior manager.

"It has been agreed that present management will initially stay to help the management of MirInvest to fully understand the ISTIL's business," reads the report.

Completion of the transaction is expected in April 2008.

ISTIL was assisted and advised by Nomura International plc, London, and MirInvest LLC was advised and assisted by Alfa Bank, Moscow.

ISTIL is the trade name of International Steel & Tube Industries Limited, a group of companies founded in 1991 by Dr Mohammad Zahoor, a British citizen of Pakistani origin.

The brand can be used by new owners for a year, reads the document.

Asked about assets in the United Arab Emirates, Senior Vice President of the CJSC Farooq Siddiqui said that a plant in Dubai - ISTIL Middle East LLC – would produce rods and reinforcement for the construction industry in the United Arab Emirates.

At present, the company is receiving a final permit to build the plant.

�OWNER OF BULGARIA'S LARGEST STEEL MILL REPORTS ON HOLDING TALKS WITH INVESTORS ON LONG-TERM COOPERATION

�Global Steel Holdings Limited, which controls a 71% shareholding of Kremikovtzi AD, the largest steel producer in Bulgaria, is in discussion with a group of strategic companies for long-term supplies of raw materials and investment to improve productivity, efficiency profitability and long term stability. 

GSHL reported this on Friday with reference to GSHL CEO and Chairman of Management Board Alexander Tomov.

He said GSHL had seen strong interest from these companies, but there is no conclusion until today. The names of the companies have not been disclosed. 

A strategic partnership with any of these companies will help Kremikovtzi consolidate its operations with upstream integration to secure raw material supplies and improve the viability of the plant, he said.

"The final decision will be taken after all the necessary consents are received," reads the press release.

State-owned Kremikovtzi was privatized to Finmetals Holdings in 1999, the later controlling 71% of the Bulgarian steel company. GSHL acquired Finmetals Holdings Limited from its owners in August 2005. 

As was reported, Bulgarian mass media earlier reported, with reference to Tomov, that talks on the sale of Kremikovtzi to Ukrainian businessman Kostiantyn Zhevaho, a large stockholder in LSE-quoted Ferrexpo, were 90% completed.

�EU REGULATORS CLEAR UKRAINE'S METINVEST FOR ITALIAN, UK ACQUISITIONS

�Metinvest, which brings together the iron ore and steel making assets of Ukraine's Donetsk-based System Capital Management (SCM), has obtained clearance from European Union anti-monopoly regulators to acquire controlling stakes in steel plate producers Trametal SpA of Italy and Britain's Spartan UK Ltd.

Metinvest said in a press release on January 21 that the European Commission had deemed that the acquisitions "conform to general market principles and to the agreement on the European Economic Area (EEA)."

Metinvest said it was buying Trametal and Spartan UK from Italy's Malacalza at the beginning of November. The group plans to integrate the enterprises with its Ferriera Valsider SpA rolling mill.

"We are confident the two new assets can be successfully integrated with the Metinvest Group's existing business model. These plants will be integrated with our plant in Italy as Metinvest Holding Italy SpA., which will enable us to produce more than 1 million tonnes of steel plate per year in the EU market," Metinvest's CEO, Ihor Syry, was quoted as saying.

Metinvest produces 10.5 million tonnes of steel and more than 38 million tonnes of iron ore per year.

LLC Metinvest Holding controls the Metinvest Group. Metinvest Holding is owned by Metinvest B.V., registered in the Netherlands (51.15%), and CJSC SCM (48.85%). Metinvest B.V. is owned by the Cyprus-registered SCM Ltd, which is a subsidiary of Rinat Akhmetov's SCM holding company (75%) and by Smart N.V., registered in the Netherlands (25%), which is part of Vadym Novitsky's business group.

�METINVEST EXPECTS TO MANAGE PIVNICHNY MINING JOINTLY WITH EVRAZ GROUP

�Metinvest Holding Ltd., the managing company of Metinvest Group, expects to manage OJSC Pivnichny ore mining and processing mill (Pivnichny Mining) in Dnipropetrovsk region jointly with Russia's Evraz Group in the interests of the mining's development and interests of its employees and shareholders, according to Honorable President of Tsentralny and Pivnichny ore mining and processing mills, Oleksandr Vilkul.

"The arrival of Evraz Group – a large mining and metallurgical company - on the Ukrainian market would considerably strengthen existing competition and will be a stimulus for most other market players, including for us, to develop further," he said at a press conference at Interfax-Ukraine on Thursday.

Vilkul said that at present Evraz Group owns around 50% of the OSJC. He said that Metinvest Group would also buy shares in Pivnichny Mining.

"There is a principal agreement on the acquisition of at least 25% of the shares in Pivnichny Mining, although it has not yet happened, and moreover, around 25% is controlled by Vadym Novinsky (Smart-Holding)," he said.

Taking into account the shares purchased in the future, Vilkul said that Metinvest and Evraz Group would be able to cooperate for mutual benefit at the Pivnichny Mining, adding that Evraz Group is a public company listed on the London Stock Exchange.

As reported, in September 2007 SCM, Ukraine's biggest holding company, and Kyiv-based Smart-Holding decided to expand cooperation in the mining and metallurgical business and to unite the according assets.

The merger will be completed by H2, 2008.

�METINVEST STEEL GROUP PREPARING FOR INTERNATIONAL RATING

�The Metinvest Group, which combines the mining and steel assets of Ukrainian conglomerate System Capital Management, has begun preparations to receive an international rating for its management firm, Metinvest Holding.

"By the end of the first half of the year we plan to have an audited financial statement and the preliminary results of a credit assessment. In the second half, we expect the official publication of the holding company's rating," Metinvest Holding financial director Serhiy Novikov said in a company press release.

He said the rating agency will be able to assess the effectiveness of corporate governance instruments at the level of the holding company and present its conclusions in the form of a rating.

A Metinvest spokesman told Interfax that the company plans to secure international ratings from Standard & Poor's, Fitch and Moody's.

"After this, there will probably be a review of the rating of Azovstal and eurobonds," Novikov said, commenting on S&P's confirmation last week of the B2- rating of the group's Azovstal steel works, with a positive outlook. S&P said the plant's rating might be upgraded after the agency reviews the system of corporate governance at the holding company.

"The confirmation of the rating and the outlook shows that Azovstal is a financially strong company that is attractive for investors, and fulfils all its obligations to partners, including investors, on time and in full," Metinvest said in the press release.

�ARCELOR MITTAL KRYVIY RIH TO SMELT 2.4% MORE STEEL IN 2008

�Arcelor Mittal Kryviy Rih, Ukraine's largest steel mill (formerly Kryvorizhstal), plans to raise crude steel production 2.4% this year compared with 2007 to 8.3 million tonnes, the company said in a press release.

The total will include 6.42 million tonnes of converter steel. This would approach full capacity for the converter plant, which fell slightly short of target in 2007 owing to a shortage of molten iron.

The company plans to smelt 1.88 million tonnes of open-hearth steel in 2008.

Arcelor Mittal Kryviy Rih raised crude steel production 7.1% in 2007 to 8.103 million tonnes.

The company produced 7.119 million tonnes of finished roll, up 3.9%, and 7.208 million tonnes of pig iron, an increase of 6%.

The company controls around a fifth of the Ukrainian steel market.

�KREMENCHUK STEEL PLANT AIMS TO RAISE STEEL CASTING 1.6% IN 2008

�The Kremenchuk Steel Casting Plant (KSZ) plans to increase production of steel castings by 1.6% to 140,000 tonnes in 2008, the company said.

The plant is targeting sales of UAH 1.35 billion for 2008, according to the budget for the year.

It was reported earlier that KSZ planned to increase commercial production by 56.6% to UAH 802.624 million in 2007, after raising output 1.2% to UAH 512.589 million.

KSZ makes steel and iron castings, including for large trucks, freight cars and pipe billets.

The plant increased net profit by 120% to UAH 23.706 million in 2006.

System Capital Management owned 19.412% of KSZ at the end of 2006, Teko-Dniprometiz Holding Co. owned 23.216%, and venture fund Unibudinvest owned 14.509%.

�ZAPORIZHSTAL TO EDGE STEEL OUTPUT DOWN 1%-2% IN 2008

�Ukraine's Zaporizhstal steel works plans to reduce output 1%-2% in 2008.

The company said in a statement that pig iron production should go down 1.1% to 3.526 million tonnes, crude steel - 1.9% to 4.371 million tonnes and roll - 2.1% to 3.649 million tonnes. Sinter ore production should rise 1.5% to 5.71 million tonnes.

Zaporizhstal raised roll production 3.2% to 3.727 million tonnes in 2007, crude steel - 0.8% to 3.564 million tonnes and pig iron - 0.8% to 3.564 million tonnes, however sinter fell 0.5% to 5.262 million tonnes.

Zaporizhstal produces hot- and cold-rolled sheet 0.5-7.0 millimeters thick from carbon, low-alloy and stainless steels.

Zaporizhstal exports around 70% of its steel to more than 70 countries.

�





UKRAINIAN STEEL MARKET GROWS 26.5% IN 2007

�Ukraine's market for rolled steel products grew 26.5% to 9.453 million tonnes in 2007, Ukrainian Metal Traders Association president Andriy Fedoseyev told Interfax, citing tentative figures.

He said rolled steel purchases, including imports, were up by 5.7% to 2.56 million tonnes at domestic pipe companies; 43.2% to 2.908 million tonnes by metal traders; 43.2% to 1.639 million tonnes at engineering companies; 10.2% to 768,958 tonnes at mining and metallurgy companies; 16.8% to 724,346 tonnes in the metalware industry; and 6.1% to 334,086 tonnes in the construction sector.

The country's railroads increased steel roll purchases by 125% to 353,920 tonnes.

Fedoseyev said earlier that Ukrainian metal traders and consumers were increasing imports of uncoated flat products.

The Metal Traders Association, founded in June 2002, includes 21 metal traders in various parts of Ukraine.

�KERAMET INCREASES CREDIT FROM FUIB TO UAH 40M

�Donetsk-based CJSC First Ukrainian International Bank (FUIB) has increased an earlier opened credit line from UAH 25 million to UAH 40 million for Donetsk-based CJSC Keramet, a large company trading in ferrous metal scrap, according to an official report of the company.

The company said that Keramet's supervisory council decided to attract the increased credit from CJSC FUIB on January 9, 2008.

The company said that the credit agreement was signed on October 24, 2007, and an annex to it on January 18, 2008.

"The type of the credit is monetary, it's a renewable credit line of UAH 40 million with interest of 15%… the credit is to be returned on April 22, 2009. Property rights and a guarantee were given as a guarantee on the credit," reads the report.

The company said that its net assets as of September 30, 2007 were UAH 23.846 million.

On January 21, 2008, Keramet received UAH 2.722 million on this credit.

As reported, the credit is aimed at replenishing circulating funds and fulfilling regulatory activities.

On September 14, 2007 the company's supervisory council decided to receive a EUR 3.785 million credit with 9.75% interest from CJSC FUIB, and the credit agreement was signed on October 8, 2007.

The company on October 24, 2007 received UAH 80,160. 

FUIB was founded in 1991. As of January1, 2007, its major stockholder was SCM-Finance Ltd. (99%). According to the National Bank of Ukraine, as of January 1, 2007, the bank ranked 15th among Ukraine's 169 operating banks in terms of total assets (6.083 billion). 

CJSC Keramet was registered in 1994. The company is engaged in scrap wholesale and processing. 

The keeper of the company's securities said that as of February 20, 2007, its large stockholders were Donetsk-based Region Ltd. with a 50% stake and the closed non-diversified venture investment fund Kremen-Invest of Kyiv-based Altera Asset Management with a 24.9% stake. In April 2007, CJSC Keramet said that the company bought 1.950 million own stocks from West-Ost Holding Co.S.A. (Luxemburg), which is 20% of the company's statutory capital. 

Keramet in 2006 sold 349,340 tonnes of scrap, a 25% rise year-on-year in monetary terms, to UAH 421.79 million. The company's net profit grew by 25%, to UAH 1.9 million. 

�EUROPEAN MINERALS CORPORATION INTERESTED IN DEVELOPING MUZHYEVSKE GOLD DEPOSIT, SAYS UKRPOLIMETALLY

�Britain's European Minerals Corporation (EMC) has said that it plans to take part in the development of the Muzhyevske gold deposit in Zakarpattia region, investing funds in it and using modern technologies.

Ukrainian Polimetally Deputy Board Chairman, Artem Basmadzhan, told Interfax-Ukraine on Wednesday that EMC had in 2005 sent a letter to Ukrainian President Viktor Yuschenko with a request to consider the participation of the corporation in the development of the field.

Basmadzhan said that in 2005, Yuschenko ordered the government, the State Property Fund of Ukraine (SPF), the Industry Ministry, and the Environment Ministry to consider the proposals of the corporation and take decisions regarding this.

He said that Kyiv-based Svit Ltd., which was founded in 2005 with CEO Oleh Sokolov, represents the interests of the European Minerals Corporation.

"As far as I know, it was created to realize the EMC project in Ukraine," he said.

Basmadzhan said that since late 2006, the Muzhyevske gold deposit has not been worked due to the non-fulfillment of liabilities by Zakar Resources (the Republic of Mauritius), which is the owner of a 6.33% stake in OJSC Zakarpatpolimetally, which mines the field.

He said that it is unknown whose interests Zakar Resources represents, while in various periods it were Eurugold Limited, Oxys and Tournigan Gold Corporation.

Basmadzhan said that court hearings hinder the resumption of the operation of the field.

�UKRAINE'S PRIVAT COULD TURN CSM INTO HOLDING FOR OVERSEAS MINING ASSETS

�Ukraine's Privat Group could merge its overseas manganese ore mining and ferroalloy production asserts into a holding company led by Australia's Consolidated Minerals (CSM), PrivatBank's co-owner, Hennadiy Boholyubov, told the Ukrainian Focus weekly.

"We plan to use CSM as the basis for a major holding specializing in ore mining," Boholyubov said.

He said the upstream assets of CSM and Ghana Manganese Company Limited, would be the first to merge, perhaps followed by ferroalloy plants Highlanders Alloys of the United States, Feral CA in Romania and Chiaturmarganets in Georgia.

Boholyubov also said that Privat intended to acquire other mining and metals assets. "We want to take a look at nickel, for example. CSM doesn't just mine manganese ore, it also has significant nickel reserves," he said.

Boholyubov said Privat's Ukraine-based assets would not be part of the new holding.

Boholyubov's Palmary Enterprises Limited currently owns 95.56% of CSM and said it would buy the outstanding shares under a compulsory purchase.

Consolidated Minerals mined 888,000 tonnes of manganese ore in 2006.  Palmary also controls Ghana Manganese Company Limited and Nsuta Gold Mining Limited.

Boholyubov owns 43.44% of PrivatBank. His business interests also extend to Ukraine's Zaporizhia and Stakhanov ferroalloy plants, Highlanders Alloys in the United States, Ukraine's Southern Mining (Pivdenny, or Yuzhny GOK, an iron ore producer), Ukrnafta, Petrovsky Steel Works of Dnipropetrovsk, Dniproazot, construction and development firms (including Aerobud) and beverage producer Erlan.

�BOHOLYUBOV TO MAKE AUSTRALIA'S CSM SIGNIFICANT FORCE IN THE GLOBAL RESOURCE SECTOR, SAYS CSM

�Palmary Enterprises and its owner Hennadiy Boholyubov, one of two largest shareholders in Dnipropetrovsk-based PrivatBank, during recent meetings with senior management of Australia's Consolidated Minerals (CSM) said that the company is set to embark on a significant new chapter in its history as a diversified resources group.

"Consolidated Minerals Limited is set to embark on a significant new chapter in its history as a diversified resources group after today announcing plans to accelerate its growth strategy as an unlisted company – with the backing of its new owner, Palmary Enterprises," reads a company's press release issued on January 22 after a number of meetings of Palmary's senior management headed by Boholyubov.

CSM said it would pursue a growth strategy through a combination of acquisitions and expansion of its manganese and nickel businesses.

"The key difference is that this strategy will now be accelerated and significantly expanded thanks to the global networks, extensive asset base and greatly expanded range of opportunities that Palmary brings to the table," Rod Baxter, Consolidated's Managing Director, said.

He said that this will entail both vending in assets from Palmary's global portfolio and pursuing new acquisition opportunities in Australia and internationally.

"Our shared vision is to continue to build Consolidated into a leading global diversified mining house to take advantage of what we see as a sustained period of strong demand and growth in global commodity markets, with a view to potentially re-listing in the medium term," Baxter said.

He said that Boholyubov believes that the current management team and employee base is a key to the successful implementation of our shared plans to build a leading international mining group.

�CHEMICALS & PHARMACEUTICALS

UKRAINIAN CABINET POSTPONES APPROVAL OF CONDITIONS FOR PRIVATIZATION OF ODESA PORTSIDE PLANT FOR ONE WEEK

�The Ukrainian government has ordered the State Property Fund of Ukraine (SPF) to work out the conditions on the privatization of OSJC Odesa portside plant, postponing their approval for a week, Deputy SPF Head Dmytro Parfenenko told the press during a break of the cabinet meeting held in Kyiv on Wednesday.

He said that the privatization of Odesa portside plant would be considered in detail at the next cabinet meeting.

Parfenenko said that fund's proposals on the privatization of Odesa portside plant unite the liabilities of the buyer in economic activities, and ban the re-profiling or closing of the plant, liabilities in innovation and investment activities, the ban on cutting jobs, observation of the conditions of a collective agreement, and other things.

He also said that the cabinet is focusing on the stable work of the ammonia handling workshop, as the pipeline, which goes to the workshop, belongs to the state, while the handling facilities are to be sold.

"The SPF proposes tough conditions for cabinet, Agriculture Ministry, Economy Ministry and state control. However, taking into account difficulties of the issue, the final decision should be made at the next cabinet meeting," he said.

As reported, Ukraine's Cabinet of Ministers on January 16, 2008 issued resolution No. 81-r to approve a list of 20 top priority companies subject to privatization in 2008. In 2008 the government will put 99.57% of the stocks in Odesa portside chemical plant and 67.79% of the stocks in OJSC Ukrtelecom up for sale at an open tender.

�STIROL'S EBITDA UP 18.1% IN 2007

�Horlivka-based OJSC Stirol Concern in Donetsk region, Ukraine's largest chemical company, in 2007 increased its EBITDA by 18.1%, or by UAH 55.899 million year-on-year, to UAH 364 million, according to a company press release issued on January 21.

"The company's gross income in 2007 grew by 18.6%, or by UAH 627.157 million. The company's EBIT grew by 22.2%, or UAH 50.939 million, to UAH 280 million in 2007," reads the report.

According to the report, the company's free operating cash flow last year grew by 61.3%, to UAH 431 million.

According to the report, Stirol in 2007 increased sales by 18.6% year-on-year, to UAH 3.998 billion.

The company said that last year it increased carbamide sales by 24.2%, to UAH 1.037 billion, granulated ammonium nitrate sales grew by 7.8%, to UAH 384.7 billion, carbamide-ammonium mixture sales grew by 228.4%, to UAH 118.5 million, sodium nitrate sales grew by 27.9%, to UAH 23.6 million, sodium nitrite sales grew by 5.3%, to UAH 12.5 million, sulphuric acid sales grew by 22.7%, to UAH 19.7 million, polyesters sales grew by 15.3%, to UAH 303 million, drugs sales grew by 19.8%, to UAH 60.6 million and package materials sales grew by 35.6%, to UAH 36 million.

Moreover, in 2007 Stirol's ammonia sales were UAH 665.572 million.

Stirol increased exports by 17.5% year-on-year.

OJSC Stirol Concern is the Ukrainian's largest producer of nitrogen mineral fertilizers, polyesters, medicines and ammonia. 

�AMC ALLOWS PRIPANOLIN TRADING LIMITED TO BUY OVER 50% OF LYSYCHANSKA SODA'S STOCKS

�The Antimonopoly Committee has allowed Pripanolin Trading Limited (Cyprus) to buy over 50% of the stocks in Lysychansk-based OJSC Lysychanska Soda, reads an AMC press release on January 26.

According to the committee, Pripanolin Trading Limited is not engaged in production, purchase and sale of products in Ukraine.

As was reported, in summer 2007 CJSC Russian Soda Company bought 80% of stocks in OJSC Lysychanska Soda.

In 2006, Lysychanska Soda boosted net revenues from sales by 13.8%, to UAH 193.02 million, reaching profitable production: its net profit amounted to UAH 80,000 compared to UAH 10 million in net losses in 2005. 

Its key produce is soda ash, the production of which grew by 11% in 2006, to 248,290 tonnes, compared to 680,000 tonnes produced by Ukraine's largest soda producer – Crimean Soda Plant. Moreover, in 2006 Lysychanska Soda produced 8,800 tonnes of packed sodium bicarbonate and 18,150 tonnes of sodium bicarbonate in bulk. 

Representatives from Russian Soda Company were appointed heads of the soda plant's supervisory council and audit commission at a stockholders' meeting on September 12, 2007.

The Russian Soda Company is one of Russia's leading soda ash producers. The turnover of its major facility, Bereznikovsky soda plant in Perm region, is about 2.5 billion Russian rubles a year. 

�BULGARIA'S SOPHARMA BUYS UKRAINE'S OSJC VITAMINY

�Bulgaria's Sopharma, a large pharmaceutical producer, has bought a 74.1383% stake in Ukraine's OSJC Vitaminy pharmaceutical factory in Uman (Cherkasy region), according to a Ukrainian company's report issued on January 22.

The company said that changes to the company's register were made on January 18.

According to the changes, the main sellers of the shares were Cyprus-based Petroglobe Management Limited and Estonia's Comprago Our Ukraine, which owned 50.3904% and 14.5722% stakes respectively.

In the middle of November 2007, Sopharma announced the signing of an agreement to buy Ukraine's OJSC Vitamins pharmaceutical plant in Uman in Kyiv region and the trade company with the same name.

The details of the deal have not been disclosed.

OJSC Vitamins was founded in 1953, the company produces over 50 types of drugs and exports around 16% of its products. 

In January through September 2007, the company's net revenues from sales fell by 9.5%, to UAH 15.85 million, and its net losses were UAH 2.59 million, while year-on-year the company saw a UAH 30,000 net profit. 

The company's total assets as of late September were UAH 31.13 million, including UAH 8.26 million in its main funds and UAH 14.39 million in other financial investments. Its long-term liabilities as of late September were UAH 9.74 million, and its short-term liabilities were UAH 7.64 million. 

�CONSTRUCTION & REAL ESTATE

UKRAINIAN CONSTRUCTION MATERIALS' NET LOSSES IN 2007 DOWN ALMOST 6 TIMES

�Kyiv-based Ukrainian Construction Materials Corporation in 2007 saw UAH 836,300 in net losses, which is 5.9 times less year-on-year, according to an official report by the corporation.

The corporation said that its net revenues from sales in 2007 grew by 45.8%, to UAH 4.609 million.

Ukrainian Construction Materials cut gross losses by 49.6%, to UAH 2.514 million.

Ukrainian Construction Materials Corporation is part of Kyiv-based Construction Chamber of Ukraine.

The Construction Chamber of Ukraine is a non-government not-for-profit self-governing organization, and acts as the sector's regional trade and industrial chamber.

�



KHMELNYTSKZALIZOBETON PLANNING TO BUY OUT ITS OWN SHARES

�OJSC Khmelnytskzalizobeton (Khmelnytsky) is planning to buy out its own shares in order to decrease the number of shareholders and increase their stakes, according to the company. 

The decision was made by the company's supervisory council on January 17, 2008. 

According to the statement, Khmelnytskzalizobeton's shares, which have a face value of UAH 0.25 each, will be bought out at the price of UAH 3 to UAH 5. 

The company did not release information on the number of shares to be bought out and the terms of purchase. 

The major company's shareholders as of November 22, 2007, were Khmelnytsky-based Mriya Zabudovnyka Ltd. (Developer's Dream Ltd.) – 26.7046%, TBS Prioritet Ltd. – 10%, and an individual - 28.8859%. 

Khmelnytskzalizobeton was established in 1994. Its core business is the production of concrete assemblies and reinforced concrete.

Its net profit in 2006 was UAH 5.726 million, which was 3.4 times up compared to 2005. Its net sales income in 2006 was UAH 48.54 million, which was 38.6% up. 

�MAMALYHA GYPSUM PLANT UPS NET PROFIT BY MORE THAN 2 TIMES

�OJSC Mamalyha gypsum plant (Mamalyha village, Chernivtsi region) in 2007 increased its net profit by 2.3 times compared to 2006, to UAH 2.076 million, the company told the press. 

The company's current liabilities in 2007 were UAH 3.317 million that is 4.1 times up compared to 2006. 

The plant's assets grew by 51.3% in 2007 and were UAH 13.567 million. 

Mamalyha gypsum plant's statutory capital is currently UAH 10,300. 

OJSC Mamalyha gypsum plant was established in 1994. Its core business is the production of processed gypsum rock. 

As of August 2007, ABS Gips Ltd. (Kyiv) owned 85% of the plant's shares. 

�SIGNING OF MEMO ON DISMANTLING OF UNCOMPLETED CENTER NEAR OLIMPIYSKY SPORTS COMPLEX FAILS DUE TO FAULT OF AUTHORITIES, SAYS CONSTRUCTOR

�Yudzhyn Ltd., the builder of the Troitsky trade center in front of the Olimpiysky sports complex in Kyiv, has again said it is ready to compromise in this project, but has said the authorities are to blame for the latest breakdown in talks.

The company said that authorities are being tactless in claiming that the uncompleted trade center is a key obstacle in preparations to host the final of the European Football Championship 2012 in Ukraine, according to Yudzhyn's report on the failure to sign a memo on dismantling the Troitsky trade center between the cabinet, Family, Youth and Sports Ministry, Kyiv City state administration, Football Federation of Ukraine and Yudzhyn Ltd.

The constructor said that the event did not take place due to the decision of authorities to postpone the signing of the memo, which was earlier backed by all sides.

"It's worth recalling that the representatives of authorities for several years have not been able to reach an agreed position on the Troitsky trade center. Yudzhyn Ltd.'s position was always of mutual compromise and it showed readiness to search for a resolution, taking into account the interests of all sides," reads the report.

The company said that Yudzhyn Ltd again agreed on a compromise to dismantle the uncompleted Troitsky trade center in front of the Olimpiysky sports complex.

In early November 2007, Kyiv's town-planning council approved blueprints of the reconstruction of the Olimpiysky sports complex, where the Euro 2012 final will be hosted.

�EUROPE COMPANY COMPLETES CONSTRUCTION OF 12 HOUSES

�Europe developing company has completed the construction of 12 houses in the Olympic-Park cottage village in Kyiv region, the company has told Interfax-Ukraine.

"Now the clients of the Europe developing company, who have decided to buy a house in the Olympic-Park, have the option of investing into the construction of a house on the purchased land plot or purchasing a house that has already been built," the company said.

The company said that at present, work on designing recreation and green zones is being carried out in the village. Moreover, soon the company will start building utility networks and infrastructure.

As reported, Europe Company in 2008 forecasts an increase in the prices of houses in the Olympic-Park in Kyiv region by over 25%.

Europe Company plans to build 1,030 cottages on 290 hectares 19 kilometers from Kyiv in the Zhytomyr direction.

Investment in the project will be around $270 million.

Europe developing company was established in 2007. Mykola Lahun is the founder of the company.

�REAL ESTATE SOLUTIONS DESIGNS MULTI-FUNCTIONAL COMPLEX IN KHARKIV

�Real Estate Solutions company (Kyiv) has completed the design of a multi-functional complex in Kharkiv with a total area of more than 43,000 square meters, according to a posting on the company's official Web site. 

The complex will include four business class multi-flat blocks with a total area of 38,000 square meters and 450 flats, a trade center with a total area of more than 3,000 square meters, offices with a total area of 1,900 square meters, children's playgrounds, recreation areas and other facilities. 

The project also foresees an underground parking area for 650 cars and an above ground parking lot for 120 cars. 

Construction is scheduled to start in the third quarter of 2008, and the first parts of the complex will open in the summer of 2009. 

Real Estate Solutions was registered in Kyiv in 2002 as an official representative of the Elita Business consulting company (Russia) in Ukraine. It provides services in the sphere of residential and commercial real estate. 

�AVANTAZH CONSTRUCTION FIRM TO INVEST OVER $1 BN IN CONSTRUCTION PROJECTS 2008 THROUGH 2012

�Kharkiv-based Avantazh investment and construction corporation plans to invest over $1 billion in its construction projects between 2008 and 2012, Chairman of the company's board of directors Yuriy Kostohlodov has told Interfax-Ukraine.

"Avantazh's investment into its project in 2008-2012 will top $1 billion," he said.

According to Kostohlodov, part of the investment will be the company's own funds, and the remaining funds will be borrowed as bank loans, through an initial public offering (IPO), and other ways.

He also said the company plans to build 51,029 square meters of housing in Kharkiv in 2008. This includes the first phase of the Avantazh housing complex (27,963 square meters), a residential building in Druhoyi Piatyrichky Street (9,441 square meters), a residential building in Tselynohradska Street (9,456 square meters), and a residential building in Oschepkova Street (4,169 square meters).

Besides, the company plans to build 20,997 square meters of commercial real estate. In particular, the commercial projects include the CapitalIst business center (13,352 square meters) and the Visit shopping mall (7,645 square meters).

Kostohlodov also unveiled the company's plans to enter the Crimean construction market. In particular, it will launch a project for the construction of apartments in Livadia in the first quarter of 2008, and a housing construction project in Sevastopol in the third quarter of 2008.

In 2007, the company's gross revenues topped $100 million, according to Kostohlodov.

Today its portfolio includes 27 housing and commercial real estate projects with an overall area of 1.105 million square meters, including 103,000 square meters that have been put into operation, 

Avantazh is a vertically integrated holding, which consists of the companies CJSC Spetsbudmontazh, Spetsbudtekhnika Ltd., Slobozhansky construction materials plant, MK S.K.S.M. Ltd., CJSC 16358 motor transport firm, ZAMK Glasstek Ltd., Avantazh-Estate Ltd., and others. 

�VALUE OF XXI CENTURY'S PORTFOLIO IN JULY-DEC 2007 UP 30%, TO $2.02B

�The value of the project portfolio of Kyiv-based XXI Century developing company in July through December 2007 grew by 30%, from $1.54 billion to $2.02 billion, the company has reported, referring to data of one of the world's leading project management and consulting firms in the real estate sphere - Jones Lang LaSalle.

According to the report, around 79% of growth in the value of the company's portfolio was the result of changing the status of 34 company's assets, which were included in the portfolio in late H1, 2007. The rest of 21% of growth was reached due to the revaluation of eight projects in Kyiv, Dnipropetrovsk, Kharkiv, Donetsk, Cherkasy and Simferopol, which were added to the company's portfolio in H2, 2007.

XXI Century said that expected company's debt as of late 2007 was around $220 million, and the value of net assets is around $1.8 billion.

The company's capitalization as of January 21, 2008 was 490 million pounds, and the price of a share was 13.125 pounds.

XXI Century is Ukraine's leading developer, which has been operating in Ukraine since 1999. 

The company's stocks have been quoted on the London Stock Exchange since December 2005. In May 2007, the company issued eurobonds and raised $175 million for the development of real estate projects in Ukraine. 

�XXI CENTURY APPOINTS KBC PEEL HUNT BANK JOINT BROKER

�Kyiv-based XXI Century developing company has appointed Britain's KBC Peel Hunt Bank, which evaluated its shares in November 2007, its joint broker, according to an official report by the company.

The company said that KBC Peel Hunt would be advisor to the company in stock trading, bank selection and other capacities.

�IFC MAY TAKE PART IN SYNDICATION OF $47M LOAN FOR ASNOVA HOLDING

�The International Finance Corporation (IFC) may take part in the syndication of a $47-million loan for Kyiv-based CJSC ASNOVA Holding.

As the IFC said in an official report, it is "considering a $21 million A loan for IFC's own account, and a syndicated $26 million B loan to the company."

According to the report, the loan funds will be injected into the implementation of a project for the LLC Savservice Center (Savservice), a Ukrainian company involved in the distribution, warehousing and logistics of fast-moving consumer goods, and Raven Russia Limited (Raven), which are forming a 50/50 joint venture holding company, Logistics Center Kalynivka (LCK) to construct new warehouses of up to 85,000 m²; and refurbish existing buildings with an area of 15,000 m².

The project will be built on LCK's existing Kalynivka site adjacent to the buildings renovated under IFC's first project with ASNOVA, and the finished space is expected to be leased by Komora, a local logistics and warehousing company and a subsidiary of Savservice.

The estimated cost of the project is approximately $78 million.

Savservice is fully owned by CJSC ASNOVA, which was founded in 1992 and is currently owned by a group of eight Ukrainian businessmen. In addition to Savservice Center, ASNOVA is the owner other businesses involved in logistics and distribution activities.

Savservice carries out its activities under the trade names of "Savservice" and "Komora-S" through a network of 18 fully-owned subsidiaries, including 16 distribution companies present in 13 regions throughout Ukraine. To support its operations, the company owns and operates warehousing and logistics facility in Kyiv, maintains a fleet of leased and owned vans and employs approximately 2,400 people. In addition, the company rents warehouse space from third parties both in Kyiv and throughout Ukraine.

Raven Russia Limited is a real estate company specializing in long-term investment in commercial warehouses in Russia. 

�CYPRUS-BASED AISI REALTY PUBLIC TO SOON START LEASING OUT TERMINAL BROVARY LOGISTICS COMPLEX

�Cyprus-based Aisi Realty Public Limited, which was set up for investment in Ukraine's real estate market in 2005 and which is quoted on the LSE AIM, is to start leasing out the Terminal Brovary logistics complex in Kyiv region.

"Official marketing for the leasing of Terminal Brovary is to shortly commence and will be carried out by an international property consultant," reads an official report from the company.

The company said in the statement that since an update of November 1, 2007, Aisi said it had "acquired the remaining 10% stake in Terminal Brovary for $400,000 as agreed at the time of the original acquisition," whereas previous report said about an increase in the company's share in the project to 90% through the acquisition of a 30% stake for $1.25 million.

Brovary Town Hall in November 2007 allowed Aisi Realty Public Limited to build a logistic complex, Terminal Brovary. The facility is to be completed by the middle of 2008.

The A-class logistics facility, with an area of over 42,800 square meters, will be located 27 kilometers from Kyiv and 17 kilometers from Boryspil Airport. It will also house office premises.

As reported, Aisi Realty Public Limited in late July conducted an IPO of its stocks on the AIM LSE and sold a 30.2% stake for $33.1 million. The company sold 50,210,601 new stocks at $0.66 per stock, as a result of which, the overall number of the stocks grew to 166,191,829 and capitalization at the price of placement was $109.7 million.

Net revenues from the IPO are expected at $30.2 million.

Currently, the company's portfolio includes three housing real estate projects in Kyiv: Tsymliansky Lane (4,488 square meters of housing, 1,446 square meter of offices and 1,200 square meters of parking), Kyianovsky Lane (20,140 square meter of housing, 4,750 square meters of offices, and 3,000 square meters of parking) and Podil Residential (37,900 square meters).

In addition, the company is implementing two warehousing projects – the above-mentioned Brovary project and a facility located 15 kilometers outside Odesa (112,000 square meters of warehousing and 11,200 square meters of offices).

In May 2007, DTZ company assessed the current value of four assets run by Aisi Realty Public Limited (without Podil residential) at $29.7 million, with $18 million invested. 

The company's assets are managed by Boston-based Aisi Realty Capital, LLC, which has been working in Kyiv since 2005.

After the IPO, the share of Lansdowne Global Financial Fund Limited in Aisi Realty Public Limited was 22.11%, the John D. and Catherine T. Macarthur Foundation 12.11%, Trafelet & Company UK LLP 9.12%, Hansa Investeerimisfondid AS 9.12%, The Tudor BVI Global Portfolio Limited 6.58%, Fidelity International Discovery Fund 6.03%, Woodbourne Daybreak Global Master Fund Limited 4.74%, Lansdowne Global Financials Fund LP 4.21%, and James Manley 3.16%. 

�LOGISTICS SPACE MARKET IN KYIV AND REGION TO BECOME SATURATED IN 2009-2010

�The saturation of the logistics space market in Kyiv city and region could come in 2009-2010, according to forecasts of analysts from Astera Oncor Kyiv, the Ukrainian representative company of Astera Oncor international consulting company.

"If the announced projects are realized and the unsatisfied demand is estimated correctly, saturation can be expected in 2009-2010," reads a review of the logistics space market in Kyiv and Kyiv region by Astera Oncor Kyiv.

The company said that at present, around 250,000 square meters of professional warehouses are under construction and over 3 million square meters are under design. The unsatisfied demand for professional warehouses is estimated at around 700,000 square meters, which is due to a lack of land plots, autonomous communications systems and the needed legal status.

The analysts said that the top priority for the development logistics projects are the Odesa and Zhytomyr directions.

They said that tendencies for the increase in the scale and quality of logistics spaces are seen in Kyiv and Kyiv region.

The analysts said that as of late 2007, the supply of warehouses in Kyiv and Kyiv region was around 1.26 million square meters, and 12% of all warehouses were class A warehouses, 12% of class B warehouses and 76% of class C and D warehouses.

The analysts said that almost all warehouses are leased and only 6% were put up for sale.

The payback period of warehouse projects in Kyiv and the region are around six or eight years, and the profitability is 10-17%.

The company said that by late 2007, rent rates for professional warehouses in Kyiv reached $21-24 per square meter per month (VAT and operation expense not included), and rent rates for non-professional class C warehouses was around $11 per square meter per month, and for class D $5.

Astera Oncor is the international consulting company, which has provided a full range of services in commercial real estate sphere since 1992. The company has offices in Moscow, St. Petersburg and Kyiv.

�SUPPLY OF HIGH-QUALITY OFFICE CENTERS IN KYIV IN 2008 NOT TO EXCEED 100-150 SQ M, SAYS EXPERT

�Supply of high-quality office centers in Kyiv in 2008 would not exceed 100-150 square meters, Oleksandr Marchenko, the analyst of Kyiv-based TIKO-Construction Ltd., has said.

"Irrespective of the fact that around 250,000 square meters of offices were announced for this year, total supply of high-quality office center would not exceed 100-150 square meters," reads a January 21 press release, citing Marchenko.

The expert said that the larges part of supply will be objects, which were to be commissioned in 2006-2007.

"Taking into account the fact that most Kyiv's business centers that were announced for 2008, are of class A and B, an increase in the share of these segments in the total structure of Kyiv's business centers is expected," he rent rates on offices this year will grow by 2-25%.

TIKO-Construction was founded in 1998. The company operates in the development of commercial, office, hotel, warehouse and housing real estate sphere. The company is part of TIKO Group.

At present, the company's realized projects unite six class B and B+ business centers in Kyiv on the total area of over 30,000 square meters and the Opera five-star 140-room hotel on over 12,000 square meters.

By late 2010, the company plans to have in its portfolio commercial real estate objects on over 700,000 square meters.

�PRICE PER SQUARE METER FOR ECONOMY CLASS HOUSING IN KYIV REGION TO GROW BY 30% IN 2008, SAYS EXPERT

�The price of one square meter in economy class housing in Kyiv region in 2008 will grow by 30%, to $1,300-1,690, the head of the house and land plot sales sector at Kyiv-based Trayektoria Ltd., Yevhenia Kuzmenko, has said.

"The highest growth in the prices will be the prices of houses in cottage villages, as cottages built privately will be of less interest to buyers. In 2008, a 30% rise in the price of one square meter of housing is expected. We put this rise down to the high demand for suburban real estate," she told Interfax-Ukraine.

Kuzmenko said that demand for economy class housing this year will grow by an average of 2-2.5 times, while in 2007 it grew by 1.8-2 times.

Moreover, she said that this year the development of the mortgage crediting market would cause an increase in demand for housing, as most banks now offer mortgage credits for the purchase of real estate outside the city.

The company said that the price of one square meter of housing in 2007 was $1,000-1,300.

Trayektoria group was founded in 2002 and provides intermediary services on the real estate market. It also carries out investment and developing activities, and transactions on the stock and financial markets.

�Forecasted prices of economy class cottages in Kyiv region in 2008:

Distance from Kyiv�Example of settlement�Average price, $��Obukhiv direction����10 kilometers�Koncha Zaspa�400,000��20 kilometers�Kozin, Novi Bezradychi, Dmytrivichi�300,000��30 kilometers�Obukhiv�250,000��Zhytomyr direction����10 kilometers�Sofiyevska Borschahivka, 

Petropavlivska Borschahivka�400,0000��20 kilometers�Horenychi�260,000��30 kilometers�Bihorodka, Myla, Irpin �350,000��Boryspil direction����10 kilometers�Osokorky�300,000��20 kilometers�Vishenky, Hnidyn,

Hora Schaslyva (luxury cottage village)�270,000��30 kilometers�Protsiv�200,000��©Source: Trayektoria Ltd.

PRIMARY HOUSING PRICES IN KHARKIV FROM JANUARY 11-18 UP ALMOST BY 0.26%

�Primary housing prices in Kharkiv from January 11 to January 18, 2008, grew by 0.26%, while the average price of one square meter of housing on the secondary market grew by 0.09%, and the average asking price of a flat rose by 0.15%, according to the analysts of Gorod real estate agency (Kharkiv). 

The average price of one square meter on the primary market in one-room flats has not changed, in two-room flats it grew by 0.31%, and in three-room flats by 0.48%. 

The average price of one square meter on the secondary market for the period under review in one-room flats grew by 0.1%, in two-room flats by 0.07%, and in three-room flats by 0.1%. 

The average price of a one-room flat offer on the secondary market in Kharkiv raised by 0.19%,a  two-room flat by 0.11%, and a three-room flat by 0.16%. 

The rent rate of housing in Kharkiv in the period increased by 1.65%. The one-room flat rent grew by 3.36%, a two-room flat by 1.2%, and three-room flat by 0.4%. 

�SECONDARY HOUSING PRICES IN DONETSK CHANGED FROM JANUARY 14-20, 2008

�Secondary housing prices in Donetsk remained unchanged from January 14 through January 20, 2008, with the price of one square meter being $1,115, according to the analysts of the Gerc group of companies (Donetsk). 

The maximum prices on the secondary housing market for the period were seen in the Voroshylovsky, Kyivsky and Kalyninsky districts of Donetsk, where the average prices of one square meter were $1,704, $1,365 and $1,287 respectively. 

The minimum prices on the secondary housing market in the period under review were registered in the Petrivsky and Proletarsky districts of the city, where the average prices of one square meter were $717.3 and $903.1 respectively. 

Gerc Investment and Construction Group was established in 1990 and is one of the leading operators on the construction market in the Donbas. It unites 13 companies. It took part in the construction of the Metro Cash & Carry wholesale center in Donetsk and Mykolaiv as a general constructor. 

�TRANSPORT

TRANSPORT AND COMMUNICATIONS MINISTRY SEES UKRZALIZNYTSIA'S PROFIT AT UAH 2.5B IN 2008

�The Transport and Communications Ministry of Ukraine predicts the profit of the State Railway Administration (Ukrzaliznytsia) for 2008 will be around UAH 2.5 billion, Transport and Communications Minister Yosyp Vinsky said at a press conference in Kyiv on January 22.

He said that payments to the budget will be increased to UAH 9.5 billion, depreciation payments to UAH 2.5 billion and the company's capitalization will be doubled.

"I have the impression that the previous leadership wanted to bring Ukrzaliznytsia to bankruptcy. We cannot allow this," he said.

Vinsky said that Ukrzaliznytsia's losses in 2007 tentatively would be around UAH 3 billion.

As reported, in 2006 Ukrzaliznytsia saw its net profit fall by 57% year-on-year, to UAH 700 million, while its income grew by 15%, to UAH 22 billion.

�TRANSPORT AND COMMUNICATIONS MINISTRY TO BRING UKRZALIZNYTSIA'S TARIFF POLICY IN LINE WITH RUSSIAN RAILWAYS POLICY

�The Transport and Communications Ministry of Ukraine plans to bring the tariff policy of the State Railway Administration of Ukraine (Ukrzaliznytsia) in line with the tariff policy of Russian Railways, Transport and Communications Minister Yosyp Vinsky said at a press conference in Kyiv on January 22.

"Our cooperation is the closest, and the tariff policy should be balanced," the minister said.

Vinsky said that the ministry does not plan to issue any documents concerning passenger transportation tariffs in 2008, although a number of benefits will be canceled.

"Some think that they can get away without paying. We'll change this," he said.

He said that at present, Ukrzaliznytsia's tariffs are 60% of Russian tariffs.

Vinsky said that participants in a meeting at the Economy Ministry on January 18 backed the changes to Ukrzaliznytsia's tariff policy proposed by the Transport and Communications Ministry.

�UKRZALIZNYTSIA SUSPENDS RECEIPT OF FREIGHT BOUND TO UKRAINIAN-POLISH BORDER

�Ukraine's State Railway Administration (Ukrzaliznytsia) has suspended the receipt of freight dispatches intended to be shipped through the Ukrainian-Polish border.

Director of Ukraine's State Customs Service department for customs control Serhiy Siomka said this at a press conference in Kyiv on January 26.

This step was taken in response to the Polish customs officers' decision dated January 24 to prolong the time of customs inspections.

Siomka said that the Transport and Communications Ministry of Ukraine has been notified of this step. Ukrzaliznytsia recommended its regional departments should temporarily suspend the receipt of freight bound for the Ukrainian-Polish border, he said.

�



GOVERNMENT APPOINTS NEW HEAD AT DONETSK RAILWAYS

�Ukraine's Cabinet of Ministers has appointed Mykola Serhiyenko, the former deputy director general of State Rail Transport Administration, also known as Ukrzaliznytsia, as head of the state-owned enterprise Donetsk Railways.

The appointment is stipulated in government resolution No. 100-r dated January 23, 2008.

Serhiyenko had been deputy director general at Ukrzaliznytsia since September 2006. Prior to that, he headed the state-owned enterprise Prydniprovska Railways.

�GOVERNMENT APPOINTS NEW HEAD OF PRYDNIPROVSKA RAILWAYS

�Ukraine's Cabinet of Ministers has appointed Petro Loza, the former first deputy head of state enterprise Prydniprovska Railways, as head of the company.

The appointment is stipulated in government resolution No. 127-r dated January 23, 2008.

Loza, born in 1956, graduated from Odesa Rail Transport Vocational School and Dnipropetrovsk Institute of Rail Transport Engineers.

From January 1999 to February 2001, he headed the service of Prydniprovska Railways' locomotive department. From February 2001 to April 2002, he was a chief engineer at the company. In 2007, he was appointed first deputy head at Prydniprovska Railways.

�PRYDNIPROVSKA RAILWAYS TO RECONSTRUCT KRYVY RIH DEPARTMENT'S RAILWAY STATIONS IN 2008

�State-run Prydniprovska railways plan to carry out the reconstruction of its Kryvy Rih department's railway stations in 2008.

As the press service of Prydniprovska railways reported on January 22, it will modernize the centralized traffic control service's premises located along the Kryvy Rih-Verkhivtseve section. It will also install new level crossing gates along the Kryvy Rih-Dnipropetrovsk section.

Prydniprovska railways will also renovate 30 small-sized railway stations and complete repairs to the administrative buildings of Kryvy Rih and Kryvy Rih-Holovny railway stations and reconstruct Rokovata railway station, according to the source.

In addition, Prydniprovska railways will install cargo video surveillance systems at the stations of Apostolove and Nikopol.

�SOUTHERN RAILWAYS SEES 9.3% RISE IN CARGO TURNOVER IN 2007

�The Southern railways saw a 9.3% rise in cargo turnover in 2007 from 2006, to 72.84 tonnes per kilometer.

The rate of railway car off-loading grew by 9.8%, to 908 cars every 24 hours, the Southern railways' press service reported.

According to the report, the amount of loading at Southern railways' stations was 34.5 million tonnes in 2007.

As the source said, the loading of ore, cement, construction materials, mineral fertilizers, timber, sugar, coke, iron, industrial raw materials and foodstuffs was on the rise.

As the press release said, the dead-weight load per railway car grew by 3.4%, to 60.97 tonnes per car, which made it possible to transport an additional 1.15 million tonnes on rail cars last year.

�PIVDENNO-ZAKHIDNA RAILWAYS STARTS UNIQUE SERVICE ON HLUKHIV-SHOSTKA SECTION

�Pivdenno-Zakhidna railways (South-Western railway) has started a rail bus service on the Hlukhiv-Shostka section (Sumy region), according to the Ukrzaliznytsia's press service. 

The rail bus will travel the route every day besides Wednesday. The fare is UAH 3.50, and the trip time one hour. 

According to a statement, at night the rail bus will travel between the Hlukhiv-Tereschynska and Tereschynska-Shostka stations. 

According to a press release, the rail bus has 222 places and its passenger capacity is 600 people. 

In 2007 Pivdenno-Zakhidna railway increased cargo transportation by 12% compared to 2006, to 137 million. tonnes. 

�LVIV CITY COUNCIL DENIES RAILWAY STATION MIGHT BE TRANSFERRED TO COMMUNAL PROPERTY

�Lviv city council has denied reports that the Lviv railways might transfer the city's railway station to communal property. 

"According to the judicial department, Lviv city council did not demand the transfer of the main station building to communal property," the Lviv city council press service told Interfax-Ukraine on January 21. 

As reported, earlier Lviv railway said the city authorities had intended to transfer the station building and the near territory to communal property. 

According to the railway press release, Lviv regional economic court by its ruling of June 1, 2007, recognized the Lviv station as being under the ownership of the state. On September 4, 2007, Lviv economic court of appeals refused to allow the city council appeal and left the ruling in effect. After this ,the city authorities complained about the court's acts in the Supreme Economic Court of Ukraine, which by its ruling of December 6, 2007, refused to execute their demands. 

"However, it seems, Lviv city council can go further and again seek for the ways to appeal against the court's decisions," a statement by the railway reads.

�CABINET APPOINTS FORMER HEAD OF UKRAVTODOR AS DEPUTY TRANSPORT AND COMMUNICATIONS MINISTER 

�The Cabinet of Ministers of Ukraine has appointed Vadym Hurzhos as a deputy transport and communications minister. 

The government passed a resolution making the appointment on January 23. 

Hurzhos headed the Ukravtodor state service of motor roads from March 2005 to August 2006. 

�UKRAINIAN AIRPORTS INCREASE PASSENGER TRAFFIC BY 24.3% IN 2007

�Passenger traffic in Ukrainian airports in 2007 grew by 24.3% year-on-year, to 9.2 million, according to the State Aviation Administration of Ukraine.

The administration said that passenger traffic in the Boryspil airport in 2007 grew by 20.8%, to 3.66 million. The share of passengers, who used Ukrainian airlines, was 50.6%.

The Odesa airport last year serviced 202,300 passengers, which is 20.6% more year-over-year. The share of Ukrainian carriers' clients was 66.6%.

The Donetsk airport last year serviced 461,700 passengers, which is 21.1% more year-over-year. The share of Ukrainian carriers' clients was 29.9%.

The Simferopol airport in 2007 serviced 467,700 passengers, which is 18.1% more year-over-year. The share of Ukrainian carriers' clients was 12.7%.

The Dnipropetrovsk airport last year serviced 154,400 passengers, which is 18.8% more year-over-year. The share of Ukrainian carriers' clients was 30.7%.

The Lviv airport in 2007 serviced 147,700 passengers, which is 22.4% more year-over-year. The share of Ukrainian carriers' clients was 15.1%.

The Kharkiv airport last year serviced 65,000 passengers, which is 24.3% more year-over-year. The share of Ukrainian carriers' clients was 10.3%.

According to the administration, in 2007 domestic airlines had the following market shares: AeroSvit Ukrainian Airlines 40.6%, Ukraine International Airlines 28.6%, Donbasaero 9.2%, Ukrainian-Mediterranean Airlines 8.3%, Dniproavia 4.7%, other 8.6%.

The volume of passenger transportation in 2007 grew by 17.1%, to 4.93 million.

�BORYSPIL AIRPORT GETS NEXT TRANCHE WORTH OVER UAH 8M FOR CONSTRUCTION OF NEW TERMINAL UNDER JBIC LOAN AGREEMENT

�State-run enterprise Boryspil International Airport has received a tranche of UAH 8.028 million for the implementation of a project for the construction of a new terminal within the framework of a loan agreement with the Japanese Bank for International Cooperation (JBIC).

As the airport said in an official statement, the sum was transferred on January 24, 2008.

The Ukrainian government and JBIC in 2005 signed an agreement on a loan worth about $180 million for the imple-

mentation of a Boryspil Airport renovation project. The loan was provided for 30 years with a 10-year grace period. The project foresees the construction of a new terminal whose capacity will be 1,000 passengers per hour, airport infrastructure, a parking building, as well as repairs to roads between the runway and terminals, and other renovation-related services.

The construction of the terminal is scheduled for the second quarter of 2008. It is expected to be completed in the third quarter of 2010.

�CUTTING OF STATE SHARE TO 45% IN UIA EXPEDIENT, SAYS UIA HEAD

�President of Kyiv-based Ukraine International Airlines (UIA), Yuriy Myroshnikov, has said that it is expedient to cut the state's share in the statutory fund of he company, which he said would promote the attraction of additional funds.

"At present, it would be expedient to cut the state share by 45-48%, and it's inexpedient to cut less that that. It would allow more flexibility in the management. It would be important for the company that it happen with the attraction of additional working capital, which is always [required]," he told Interfax-Ukraine.

Myroshnikov said that the share of Ukrainian owners in the company's statutory fund should be retained at at least 50% in order to observe the requirements of the International Civil Aviation Organization (ICAO) on the structure of ownership of regular carriers.

He also said that investment, which could be attracted using a cut in the state share, would considerably increase aviation transportation.

Ukraine International Airlines was founded in 1992. The company's fleet includes 15 Boeing planes. 

At present, the state owns a 61.6% stake in the company, Austrian Airlines, part of UIAB, a 22.5% stake, the European Bank for the Reconstruction and Development a 9.9% stake, and Ireland's Aer Cap a 6% stake. 

�

AEROSPACE

KYIV, MOSCOW TO SETTLE CONFLICT OVER INTELLECTUAL PROPERTY RIGHTS WHEN RESUMING RUSLAN PRODUCTION

�Ukraine and Russia plan by the end of February to settle contradictions in the issue of settling intellectual property issues in the resumption of the production of the updated An-124-100 Ruslan, the An-124-100Ì-150 aircraft.

Agreement was reached after a meeting of a sub-commission on cooperation in the aviation industry of the committee for economic cooperation of the Russian-Ukrainian interstate commission in Moscow.

The Industry Ministry told Interfax-Ukraine that during the meeting, Ukraine briefed the Russian side that according to Ukrainian law, the rights to intellectual property are distributed in the light of agreements between economic entities.

The sides agreed to create a joint working group to elaborate options to settle the issues of settling the sharing of rights from the results of joint activities during the realization of the An-124-100 production project.

In August 2007, Russia's Volga-Dnepr, Kyiv-based Antonov Design Bureau and Zaporizhia-based OSJC Motor-Sich signed an agreement to resume production of Ruslan An-124-100 heavy cargo aircraft, which have a carrying capacity of 150 tonnes. 

In December 2004, the NATO Maintenance and Supply Agency (NAMS) and Ruslan SALIS GmbH signed a three-year contract worth EUR 600 million on leasing Ukrainian and Russian Ruslan aircraft to deliver cargo for NATO and the European Union. The contract came into effect in March 2005. 

At present, Ukraine and Russia are drawing up proposals on prolonging cooperation, at NAMSA's request. 

�SEA LAUNCH PLANS SIX SEA LAUNCHES, THREE LAUNCHES FROM BAIKONUR IN 2008 - SPOKESPERSON

�The launch program of the Sea Launch international consortium has plans for six launches from the Pacific and three under a Land Launch project from Baikonur, Paula Korn, the consortium's press secretary, told Interfax on Wednesday.

Sea Launch is currently preparing a second launch from the sea this year, to take a U.S. telecommunications satellite DIRECTV-11 into orbit, Korn said.  A contract to launch the 6,080-kilogram DIRECTV-11 ordered by the leading U.S. satellite television provider DIRECTV Inc. was signed in autumn 2007, according to Sea Launch. Earlier, Sea Launch lifted Spaceway 1, DIRECTV 7S and DIRECT 1R satellites into orbit in April 2005, May 2004 and October 1999, respectively.

Launches from the sea platform will hopeful be carried out in about a month, the press secretary said.

A new program, Land Launch, with the use of the Zenit launch vehicle is to begin at Baikonur, she said.

Under this program, medium-class satellites, weighing 2,000 - 3,600 kilograms, will be sent into space. Launches from Baikonur will hopefully take place once every three months, Korn said, noting that three launches will take place under the Land Launch program.

Earlier reports said that an Amos-3 satellite of the Israel Aircraft Industry (IAI) is to be launched under the Land Launch program in March 2008 with a Zenit-3SLB vehicle.

Sea Launch was formed in 1995. Its founders are Boeing Commercial Space Company (Seattle, U.S., with a 40% stake), Energia Corporation (Korolyov, Russia, with a 25% stake), Kvaerner Maritimea.s. (Oslo, Norway, with a 20% stake), Yuzhnoye design bureau and Yuzhmash firm (Dnipropetrovsk, Ukraine, each holding a 15% stake).

�UKRAINIAN, EUROPEAN SPACE AGENCIES SIGN COOPERATION AGREEMENT

�The Cabinet of Ministers of Ukraine and the European Space Agency (ESA) have signed an agreement on cooperation in the exploration and use of outer space for peaceful purposes.

Head of Ukrainian National Space Agency Yuriy Alekseyev and European Space Agency Director General Jean-Jacques Dordain signed this document in Paris on Friday, Interfax-Ukraine learned at the NSAU press service.

The document is aimed at providing the legal basis for Ukrainian-European cooperation in space field and is an important step towards Ukraine's acquisition of ESA membership, the NSAU press release reads. 

According to the document, the Ukrainian and European space agencies agreed to cooperate in space sciences, particularly astronomy and physics, solar system exploration and solar-terrestrial physics; earth probing programs and their implementation, the monitoring of environment and climate changes, reaction to emergency situations and disasters; meteorological survey, aeronomy and geodesy, telecommunications, satellite navigation, space life sciences and data processing.

The parties also agreed to cooperate in the development and use of launch vehicles.

�







FOOD &AGRICULTURE

UKRAINIAN GRAIN ASSOCIATION ASKING CABINET TO SATISFY ALL TRADERS' APPLICATIONS FOR GRAIN EXPORTS

�The Ukrainian Grain Association, which unites grain traders in Ukraine, has asked the government to satisfy all traders' applications for grain exports, increasing grain export quotas from 1.2 million tonnes to 2.9 million tonnes.

"Taking into account the stocks of grain in Ukraine, we propose to satisfy all applications on grain exports, around 2.9 million tonnes of grain," Ukrainian Grain Association President Volodymyr Klymenko told Interfax-Ukraine on Wednesday, adding that the Economy Ministry has already finished receiving applications for grain exports.

He said that grain traders submitted applications to export almost 2.9 million tonnes of grain, while grain export quotas are set at 1.2 million tonnes.

"The grain for export claimed by the companies was bought out in full, and the Agriculture Ministry has checked it. Its exports will not affect the market," he said.

Klymenko said that it is inexpedient to increase grain export quotas only after April 1, 2008, as real grain shipments in the light of the new quotas could be started only in May, when elevators should be freed for storing grain from the new harvest.

Earlier, the Agriculture Ministry proposed to impose grain export quotas of almost 2.5 million tonnes from April 1 through July 1, 2008.

�ANTITRUST AGENCY ALLOWS SAKHARNY HOLDING LIMITED TO BUY STAKE IN UKRROS-GRAIN

�The Antimonopoly Committee of Ukraine has allowed Cyprus-based Sakharny Holding Limited to buy a stake in the statutory capital of Kyiv-based Ukrros-Grain Ltd.

As the AMC said in a press release, the acquisition will give the buyer over 50% of the votes in the grain company's supervisory council.

According to the AMC, Sakharny Holding Limited's core business is investment activity, and Ukrros-Grain is a wholesale grain trader.

As earlier reported, Ukrros-Grain Ltd. is part of the Ukrros sugar union, which is Ukraine's largest sugar producer.

�UKRAINIAN BAKERIES INSIST ON CANCELLATION OF BAKERIES PROFITABILITY CONTROL

�Ukrainian bakeries are insisting on the necessity to cancel the right of local authorities to set the maximum level of profitability on bread production, according to a press release of the All-Ukrainian Association of Bakeries.

The association said that the issue would be raised at a meeting between the Ukrainian premier and bakeries, on which they plan to ask the premier soon.

"On January 22, a meeting of coordination council members of the Forum of Ukrainian Bakeries decided to ask Ukrainian Premier Yulia Tymoshenko to meet with representatives of bakeries in order to draw up measures to prevent a crisis on the Ukrainian bread market, "reads the release.

Bakeries are ready to propose a number of concrete measures, which would help settling the issue of the price of bread for those on low incomes.

A letter with the bakeries' proposals and initiating of the meeting will soon be sent to the cabinet.

As reported, during the first Forum of Ukrainian Bakeries held on December 11, 2007 in Kyiv, which brought together over 700 representatives of trade unions and bakeries from all regions of Ukraine, its participants said that the increase in the price of raw materials and energy and regulation of bread prices by local authorities has led to bread production being unprofitable.

�TIC HOLDING TO REORGANIZE FROM CJSC TO OJSC

�Odesa-based CJSC TIC Holding, one of Ukraine's biggest bakery groups, plans to reorganize into an OJSC, the holding's press service reported on Friday.

The press service said that the decision was made at a general meeting of the holding's shareholders on January 21, 2008.

"The decision to reorganize the CJSC into an OJSC to attract investors was made at a meeting of shareholders," the press service said.

The holding said that TIC earlier said that it plans to carry out an initial public offering on a foreign stock exchange in 2008. 

TIC controls the bakeries Krymkhlib, Odesa Karavai, Bakhchysaraisky Bakery, Bilhorod-Dnistrovsky Palyanytsya and Kotovsky Bakery, as well as the Simferopol Grain Mill. The holding has capacity to produce about 700 tonnes of bread and other bakery products per day, as well as up to 500 tonnes of flour per day. 

�KERNEL HOLDING BUYS DUTCH JERSTE SMALL NON-OPERATING COMPANY

�Kernel Holding S.A. (Luxemburg) is buying a 100% stake in Jerste B.V. private limited liability company, which does not fulfill economic activities, from Fortis Intertrust Financial Services B.V., according to a posting on Kernel's Web site.

The company said that the purchase cost EUR 18,000 plus duties.

According to the document, Jerste will develop agriculture activities of Kernel Holding S.A.

The details of the deal have not been disclosed.

As reported, currently, the Kernel Group includes the Poltava vegetable oil refinery, the Prykolotniansky and Vovchansky cooking oil mills (both in Kharkiv region), 24 grain elevators, Kernel Trade firm, Kernel Capital, which operates on the securities market, and the Inerco company, which represents the group's interest on the international markets.

The group sells cooking oil under the following trademarks: Schedry Dar, Stozhar, Chumak Domashnia, Chumak Zolota, and Liubonka. 

Kernel Group is a vertically integrated national company that has worked in Ukraine's agriculture sector since 1994. The company produces sunflower oil, distributes bottled oil in Ukraine, exports oil and grain and offers grain and oil crop storage services. It also runs an agricultural business. 

In November 2007 Kernel Group carried out an initial public offering (IPO) worth $218 million through Kernel Holding S.A. (Luxembourg) on the Warsaw Stock Exchange. Of this sum, the company will receive about $160 million in proceeds from the placement. 

�KERNEL TO BUY THREE FARMS IN POLTAVA REGION

�Ukraine's largest cooking oil producer Kernel Group plans to buy three farms in Poltava region that rent land plots of 7,618 hectares, according to a group report released on a stock exchange.

The group said that the tentative cost of the deal is $2.4 million.

Kernel Group plans to complete the deal in late May 2008.

�ALLSEEDS-UKRAINE GRAIN TRADER TO ATTRACT AT LEAST $50M IN INVESTMENT IN 2008-2009

�CJSC Allseeds-Ukraine grain trading company, part of the large Ukrainian vegetable oil group Allseeds-Ukraine, plans in 2008-2009 to seek at least $50 million in investment, the deputy budget committee chairman of the supervisory council of CJSC Allseeds-Ukraine, Maksym Matveyev, has told Interfax-Ukraine.

He said that the company has not yet determined which loan instrument will be used, and it does not rule out a private placement of shares.

He said that the funds are needed to build a sunflower oil transshipment terminal and an oil extraction plant in Mykolaiv.

Total investment in these projects could be $120 million. He said that Allseeds-Ukraine grain trading company has started building the terminal, with a capacity of 500,000 tonnes per year, and plans to commission its first line in 2008.

Moreover, this year, the company plans to build an oil extraction plant with a capacity of 2,000 tonnes of sunflower seeds every 24 hours.

As reported, the grain trading company Allseeds-Ukraine, set up in 2005 by Ukraine's Grain Trading Company and Allseeds S.A. (Switzerland), is one of Ukraine's largest sunflower seed oil and oilcake producers. It unites Kirovohrad vegetable oil refinery, Mykolaiv vegetable oil refinery, trading and purchasing enterprises, transport companies, and elevators.

�EBRD COULD ALLOCATE UP TO $20M TO ASTARTA-KYIV

�The European Bank for Reconstruction and Development (EBRD) could allocate a long-term credit of up to $20 million to Astarta-Kyiv agricultural and industrial holding, according to a bank report.

The bank said that the issue of credit funds would be considered by the bank's board of directors on February 19, 2008.

The credit will be used to improve the energy efficiency of five sugar refineries, buy agricultural machinery and restructure liabilities.

As reported, Astarta said that key assumptions of its business forecast are as follows: the company will undertake a modernization of its existing production and processing ca-

pacities; the company will continue to control large sugar beet growing capacities (land plots under lease); the company's basic product prices will increase; new production sites will be acquired and the area of agricultural land controlled by the company will increase; demand for sugar, its by-products, grains and oilseeds will increase; new export growth opportunities will arise; and existing borrowings liabilities will be replaced by finance at lower rates. 

Astarta Holding in August 2006 carried out an IPO through Dutch-based Astarta Holding N.V. and made its debut on the Warsaw Stock Exchange. 

In 2007, the holding produced 155,500 tonnes of sugar, which is 3.2% less year-on-year.

In 2008, the holding plans to produce 200,000 tonnes of sugar and occupy 8% of the Ukrainian sugar market.

�ROSSELKHOZNADZOR BANS TWO UKRAINIAN MILK COMPANIES TO SUPPLY PRODUCTS TO RUSSIA

�Russia's agricultural watchdog, Rosselkhoznadzor, has banned CJSC Hadiachsyr in Poltava region and the daughter company of OJSC Zhytomyrmoloko – Novohrad-Volynsky cheese factory in Zhytomyr region – to supply products on the Russian market, the press service of the state committee for veterinary medicine of Ukraine reported on January 22.

The press service said that the ban was imposed due to revealing of colon bacillus in these products.

As reported, Russia banned Ukraine from supplying meat and dairy products from January 20, 2006 due to complaints over the work of the Ukrainian veterinary service.

Russian specialists checked Ukrainian companies several times, after which a number of companies received permits to supply their products to Russia.

�

AMCU PERMITS FORMER SHAREHOLDERS IN AVAL BANK TO BUY NOVOARKHANHELSK CHEESE FACTORY

�The Antimonopoly Committee of Ukraine (AMCU) has permitted former shareholders in Aval Bank, who founded the Milk Alliance, to buy over 50% of shares in OJSC Novoarkhanhelsk cheese factory in Kirovohrad region, the committee's press service reported last week.

The press service said that Fedir Shpih, Oleksandr Derkach, Yakov Smoliy, Serhiy Vovchenko, Mykhailo Horovenko, Ivan Voloschuk, Ivan Pinchuk, Ihor Slobodskoy, Hryhoriy Sheludko and Dmytro Voloshko received the permit.

According to the State Commission for Securities and the Stock Market, as of early 2007, a 74% stake in the OJSC belonged to seven individuals.

Novoarkhanhelsk cheese factory in 2006 increased net incomes from sales by 23% year-on-year, to UAH 15.716 million, Its net profit in 2006 was UAH 172,000 against UAH 115,000 in 2005.

As reported, former shareholders in Kyiv-based Aval Bank sold their shares in October 2005 to Austria's Raiffeisen International Bank-Holding AG.

CJSC Milk Alliance was founded in July 2006 as a holding company with the statutory fund of UAH 23.5 million. Milk Alliance unites Pyriatin cheese factory, Yahotyn butter factory, Horodenka cheese factory and the Etalon trade house.

�KREMENCHUKMIASO INCREASES MEAT OUTPUT BY 15.7% IN 2007

�OJSC Kremenchukmiaso (Kremenchuk, Poltava region) in 2007 increased meat output by 15.7% year-on-year, to UAH 258.2 million, the enterprise managers have told Interfax-Ukraine. 

Sausage production decreased by 1.1%, to 10,899 tonnes over 2007. According to the enterprise, the drop is linked with a rise in the cost of production. 

The enterprise also produced 7,849 tonnes of meat products, which was 7.2% up on the previous year. 

Kremenchukmiaso was established through financial readjustment of bankrupt OJSC Kremenchuk meat-packing plant by Finance and Credit Bank (Kyiv). 

According to the 2006 financial report of the enterprise, Finance and Credit Bank, Finance and Credit Leasing Ltd., CJSC Finance and Credit Realty, and CJSC Finance and Credit each own a 9.54% stake in the company, while NaftoKhimImpex owns 9.5% of its shares. 

Kremenchukmiaso in 2006 earned a net profit of UAH 1.394 million, and its net income from sales was UAH 228.171 million. 

�CO-FOUNDERS OF CJSC UKRNGIMIASOMILPROM BUYS STATE STAKE FOR UAH 25.5M

�OJSC Medpromproject and Interbusiness Invest Ltd. have bought a 51.01% state stake in CJSC UkrNGImiasomilprom (all based in Kyiv) for UAH 25.5 million, the press service of the State Property Fund of Ukraine (SPF) has told Interfax-Ukraine.

OSJC Medpromproject and Interbusiness Invest Ltd. are the co-founders of CJSC UkrNGImiasomilprom.

According to the report, Medpromproject bought 70,900 shares for UAH 3.13 million and Interbusiness Invest bought 508,900 shares for UAH 22.4 million.

UkrNGImiasomilprom is the legal successor of the Ukrainian state institute for designing meat and dairy companies, Ukrdippromiasomolprom.

OJSC Medpromproject was founded on the basis of the State Institute for Designing of Medical and Micro-biological companies, Hypromed.

Interbusiness Invest Ltd. is a large shareholder in CJSC Euroreserve Insurance Company, OSJC Medpromproject, OJSC Slavutych Hotel, CJSC Ukrainian furniture Hotel and CJSC Diproverf (all based in Kyiv).

�AGAMA-TRADE OPENS REPRESENTATIVE OFFICE IN MOLDOVA

�Agama-Trade Ltd., one of the largest frozen food market players in Ukraine, in early January 2008 opened a representative office in Moldova, according to a company report.

The company said that this is the eighth office of Agama-Trade Holding abroad.

The company plans that its turnover in Moldova will be around $2 million.

"We plan that in the medium term outlook the number of people buying our products in Moldova will grow to 1 million," Agama-Trade Ltd. CEO Viacheslav Khorev said.

It is expected that the products range on the new market will be supplied to local supermarket chains in Moldova and the Ukrainian supermarket chains operating in the country - Metro Cash & Carry, Furshet, and Velyka Kyshenia.

Agama-Trade was founded in 2001 in Ukraine. 

In December 2007 Russia's Agama-Trade Ltd. and Ukraine's Agama-Trade Ltd. merged into a holding. 

�







CONSUMER GOODS & SERVICES

NOVA DISTRIBUTOR TO INCREASE STATUTORY CAPITAL BY UAH 8.5M

�OJSC Nova (Lviv region), part of the largest Ukrainian producer of bottled water, IDS Group, is to increase its statutory capital by 170 times, or almost UAH 8.5 million, through an additional issue of shares worth UAH 8.45 million, according to an official statement by the company. 

The closed placement of common registered shares with a face value of UAH 0.01 each will be addressed at a shareholders' meeting on March 5, 2008. 

The attracted funds will be used to replenish the Nova's working capital. 

The placement of shares will be carried out in two stages: from May 5 until May 12 and from May 13 until May 29, 2008. 

Nova during 2006 increased its net profit from sales by 42% compared to 2005, to UAH 70.9 million. Its losses totaled UAH 659,300. Its statutory capital is UAH 50,000. 

IDS Group was established at the end of 2004 through the merging of Myrhorod mineral water factory, the Morshyn Oskar factory of mineral water, CJSC Industrial and Distribution Systems and OJSC Nova. 

The company sells the production under the following brands: Mirgorodska, Morshinska, Stary Myrhorod, Alaska, and Sorochynska, and imports Borjomi mineral water from Georgia. 

�INKERMAN VINTAGE WINE PLANT'S OUTPUT UP 21.4% IN 2007, TAVRIA COMPANY'S OUTPUT UP 24%

�Crimea's Inkerman vintage wine plant Ltd., one of the largest Ukrainian wineries, in 2007 increased wine production by 21.4% year-on-year, to 601,000 decaliters, according to a report of the First National Wine Making Holding, which includes the Inkerman plant.

The holding said that sales of Inkerman dry and semi dry vintage wines in 2007 grew by 18% in terms of bottle numbers year-on-year, and by 48% in monetary terms.

The share of the Inkerman vintage wine plant in the total production of vintage wines in Ukraine last year was 3.4%.

Tavria Company (Nova Kakhovka, Kherson region), part of the First National Wine Making Holding, one of the largest cognac producers in Ukraine, last year produced 659,000 decaliters of cognac, which is 24% more year-on-year.

The company's share in total production of cognac in Ukraine last year was 18.7%. Sales in kind grew by 10% and in monetary terms by 18%.

"The key tendency for the First National Wine Making Holding in 2008 will be the attraction of investment into the development of wine and cognac categories," reads the report.

In particular, the funds will be allocated to upgrade production facilities of the holding's companies.

The First National Wine Making Holding is part of the Logos Corporation (Dnipropetrovsk). The Inkerman vintage wine plant Ltd., Tavria Company (Nova Kakhovka, Kherson region), CJSC Institute of Wine Making (Dnipropetrovsk), Kachynsky+ Ltd. (the Autonomous Republic of Crimea), Chornomorets (the Autonomous Republic of Crimea, Bakhchisarai district) are united in the First National Wine Making Holding. The holding's vineyards cover a total area of over 4,000 hectares.

�KOKTEBEL WINERY IN 2007 INCREASES COGNAC OUTPUT BY ALMOST 50%, WINE OUTPUT BY 23.3%

�CJSC Koktebel winery in Crimea, one of Ukraine's largest wineries, last year increased cognac output by 49% compared to 2006, to 336,700 decaliters. 

The press service of Koktebel winery said that last year the winery produced 523,000 decaliters of wine, a 23.3% rise year-on-year.

The company's share in cognac output in Ukraine in 2007 was 9.6% (in 2006 8.2%), and in wine output almost 3% (in 2006 it was 2.5%).

According to the report, this year Koktebel plans upgrade cognac production facilities, and increase the cognac spirit distillery workshop's capacity from 450,000 to 1 million decaliters.

Koktebel also plans to develop wine growing, planting an additional 100-150 hectares of vineyards every year.

Koktebel includes three wineries in Koktebel, Schebetovka and Simferopol in Crimea with over 2,200 hectares of vineyards. 

Koktebel winery in 2006 increased cognac output by 17.7% compared to 2005, to 226,000 decaliters. In 206, the winery produced 424,000 decaliters of wine, a 12.8% rise year-on-year.

�ARTYOMOVSK WINERY INCREASE SPARKLING WINE OUTPUT BY 10% IN 2007

�CJSC Artemivsk-based Artyomovsk Winery (in Donetsk region), one of the leading champagne producers in Ukraine, in 2007 increased production by 10% year-on-year, to almost 13 million bottles, according to a company press release.

The company said that last year it boosted exports by 34%.

According to the report, the growth in production figures is linked with an increase in sales on the main markets and an expansion of the geography of its sales.

Artyomovsk Winery was established in 1950 and is one of the biggest wineries in Europe producing champagne via the traditional bottle method. The winery represents such brand as Krimàrt, Artyomovskoye and Crimea in Ukraine 

Artyomovsk Winery in 2006 increased its production by 4.6% year-on-year, to 11.7 million bottles. 

�

ODESA COGNAC PLANT TO ISSUE BONDS WORTH UAH 90M

�CJSC Odesa Cognac Plant, one of Ukraine's largest cognac producers, will issue three-year Series A bonds worth UAH 90 million, according to an official report of the plant.

The plant said that the shareholders made the decision at an extraordinary general meeting on January 23, 2008.

Donetsk-based CJSC First Ukrainian International Bank (FUIB) will be the underwriter of the issue.

The bonds will be issued with a face value of UAH 1,000 with interest of 14% for the first and second coupon periods. The interest on other coupon period will be adjusted every half of the year. Payments on coupon periods will be every quarter.

Odesa Cognac Plant plans to allocate UAH 10 million to build a new cognac workshop, UAH 45 million to buy wine stock, UAH 10 million to buy cognac spirits, and UAH 25 million to fulfill a marketing plan for the Shustov trademark.

Odesa Cognac plant has been on the market since 1863. It was reorganized into closed joint-stock company in December 2002. The plant owns the Shustov trademark. It produces cognac, vodka and sparkling wine. 

�SIGMABLEYZER CLOSES SBF V FUND OF EUR 150M TO INVEST IN KAZAKHSTAN

�SigmaBleyzer Company, leading private equity firm focused on Ukraine and Southeastern Europe, has closed its fifth fund SBF V of EUR 150 million to invest in Kazakhstan, SigmaBleyzer President and CEO, Michael Bleyzer, said at a press conference in Kyiv on Thursday.

He said that the similar sum could be co-invested by the fund participants, among which is such investor as Goldman Sachs.

As reported, SigmaBleyzer Southeast European Fund IV (SBF IV) of EUR 250 million was closed in February 2007. A total of 40 LPs invested in the new fund, with investments ranging from a few million euros to 20% of the fund, provided 

by the largest LP in SBF IV, the European Bank for Reconstruction and Development.

Other investors in the fund include Goldman Sachs, UBS, LVMH, Bank Austria, InvestKredit and other large financial institutions and family offices. 

According to the press release, SBF IV will make investments of EUR 10-7- million, with larger investments possible through a series of co-investment agreements with its LPs. 

In 1996, SigmaBleyzer created the first Ukrainian Growth Fund (UGF). Since that time, UGF has grown into a family of three funds consisting of UGF I, UGF II, and UGF III. 

SigmaBleyzer has offices in Bulgaria, Romania, Ukraine, the Netherlands, and the United States. 

�SIGMABLEYZER TO OPEN FUND OF OVER $1B TO INVEST IN UKRAINE 

�SigmaBleyzer Company, a leading private equity firm focused on Ukraine and southeastern Europe, plans in H2, 2008 to open a fund of over $1 billion to invest in Ukraine, which will be the sixth of the company's funds, the company's head, Michael Bleyzer, has said.

"We plan to invest in large companies with the capitalization of over $100 million, which are ready for activities on the international markets and become transnational corporations," he said in Kyiv on Thursday.

"It will be not only communications, retail, - we're ready to invest in companies of any sector," he said.

Bleyzer also said that potential investors of the new fund consider the existing political instability in Ukraine as a big risk.

"We, who have been working in Ukraine for a long time, understand that macro-tendencies in Ukraine are so strong that any political instabilities would not change them... However, all companies in Ukraine are considerably undervalued for this reason," he said.

Bleyzer also said that the company is considering taking part in a tender on the privatization of OJSC Ukrtelecom. However, he said that the decisive factor in this case would be the conditions of the privatization.

"We won't be able to say how much we'll be ready to pay for Ukrtelecom: we have not yet conducted a valuation, as we don't know what conditions for the investor will be set," he said.

�CONCORDE CAPITAL LEADER IN TERMS OF M&A DEALS IN CIS FINANCIAL SECTOR, ACCORDING TO FINANCIAL CONSULTANT RATING

�Kyiv-based Concorde Capital Investment Bank is the leader in the financial consultant ratings in terms of M&A deals in the CIS financial sector, the bank's press service reported on January 21.

According to the report, in 2007 Concorde Capital conducted five M&A deals in the CIS financial sector, including a deal on the sale of Electron Bank to Austria's Volksbank International, which was pronounced the best M&A deal of the year by the Adam Smith Institute.

"Strategic investors' interest in domestic banks and insurance companies is still high. In 2007, 42% of the deals on the Ukrainian M&A market were in the financial sector. According to our assessments, in 2008 the value of deals on the Ukrainian financial market will exceed $3 billion. We expect the purchase of banks from the top-twenty and medium and small banks, "reads the press release, citing director and the head of the investment and banking service department at Concorde Capital, Vitaliy Strukov.

Concorde Capital also forecasts that irrespective of the international crisis on the financial debt market and a fall in the number of potential buyers of Ukrainian banks, the correlation between the banks' value to their own equity would be still 4.0-5.0 for large banks and 3.0-4.0 for medium and small banks.

At present, Concorde Capital's portfolio includes over 15 M&A deals in various countries.

Concorde Capital Investment Bank provides a full range of investment and banking services in Ukraine, Russia and the CIS.

�

PROFITABILITY OF PUBLIC COLLECTIVE INVESTMENT INSTITUTIONS IN 2007 REACHES 95.79%

�The profitability of public collective investment institutions in 2007 reached 95.79%, according to the Kyiv-based Ukrainian Association of Investment Business.

Among the leaders in terms of profitability in 2007 were the Balanced Premium-fund under the management of Sokrat (95.79%), the Classical Fund under the management of OSJC Kinto and the Parex Balanced Fund under the management of Parex Asset Management Ukraine (77.72% and 75.63% respectively).

The Ukrainian Association of Investment Business said that in December 2007 the profitability of public collective investment institutions was 1.37-5.95%.

�Activities of public collective investment institutions in 2007:

Funds�Asset �Management Company�Date for achieved �results�Investment certificate value, UAH�Current net �assets, UAH thousand�Placed �investment �certificates, as of Dec 29, 2007�Net assets per investment certificate, UAH , as of Dec 29, 2007�Profitability, %�Profitability as of date for achieved results, % average���������Dec 2007�2007���Classical Fund�OSJC Kinto�July 14, 2004�100�108,669.34�206,530�526.17�1.57�77.72�122.84%��Balanced Premium-fund �Sokrat managing company Ltd.�Oct 13, 2005�1,000�27,814.23�9,892�2,811.79�5.09�95.79�77.75%��Parex fund of Ukrainian Bonds �Parex Asset Management Ukraine�Dec 06, 2005�10�19,746.92�1,005.403�19.64�2.61�59.16�46.41%��Parex Ukrainian Balanced Fund��Jan 15, 2006�10�246,957.58�11,053,599�22.34�2.90�75.63�61.09%��Altus Balanced�Altus Assets �Activities�Oct 22, 2006�1,000�31,883.39�18,075�1,763.95�2.08�52.17�60.30%��Volodymyr Velyky�Univer� Management�Jan 10, 2007�1,000�1,733.04�1,023�1,694.07�3.56�(**)�71.47%��Yaroslav Mudry shares fund��Jan 10, 2007�1,000�3,006.84�2,186�1,873.02�2.22�(**)�84.79%��Bonum Optimum�Bonum Group�Feb 27, 2007�100�4,162.50�27,642�150.59�2.51�(**)�61.23%��SEB Fund Financial Market �SEB Asset Management Ukraine�July 09, 2007�-�3,619.46�3,198�1,131.79�1.37�(**)�0.15��SEB Fund �Sbalansovany��July 09, 2007�-�12,796.69�106,309�120.37�2.29�(**)�0.40��Magistr Balanced Fund�Magistr �Oct 09, 2007�-�1,508.40�1,226�1,230.34�5.95�(**)�0.52��©Source: Ukrainian Association of Investment Business

(**) fund operating for less than a year

UKRAINE'S AMC PERMITS TBIF TO ACQUIRE MORE THAN 50% OF TISHAFIELD INVESTMENTS' SHARES (CYPRUS)

�The Antimonopoly Committee of Ukraine has permitted TBIF Financial Services B. V. (Amsterdam, Netherlands) to acquire more than 50% of the shares of Cyprus-based Tishafield Investments Limited, according to an AMC press release. 

According to the press service of the committee, Tishafield Investments Limited performs investment activity. 

As reported, TBIF Financial Services BV by October 1, 2007, owned 48.8237% of the shares of VAB Bank (Kyiv). 

�GALT&TAGGART SECURITIES LAUNCHES GALT&TAGGART ONLINE SERVICE ON UKRAINIAN MARKET

�Ukraine's Galt&Taggart Securities Ltd. has launched its Galt&Taggart Online service for the Ukrainian financial market, the company reported last week.

The company said that since January 18, its private and corporate clients have been able to buy and sell Ukrainian securities online, having handy, speedy and transparent access to the Ukrainian stock market in real-time.

The company said that its information and trading system has already been used on the Russian market. Russian designers specially modified it for the Ukrainian market.

The online trading system is multifunctional and can provide information from stock exchanges in real-time mode, collect clients' orders and transfer them to the exchange' trading system, submit stop-orders, provide broker's marginal crediting, support trade transactions on the off-exchange market, protect users' information, graphically depict the pace of trading, receive additional information in news of agencies, exchange text massages with administrator and other users, plus many other features.

Galt&Taggart Securities Ltd. has been operating in Ukraine since October 2006 as an investment subdivision of Galt&Taggart Bank in Georgia.

�

UKRAINE DECIDES TO SELL 51% OF BRATISLAVA HOTEL AND 81.02% OF PROLISOK TOURIST COMPLEX

�The Ukrainian government has ordered the State Property Fund of Ukraine to withdraw a 51% stake in OSJC Bratislava Hotel and an 81.02% stake in OJSC Prolisok tourist complex (both based in Kyiv) from the statutory fund of Ukraina Turystychna state company and to sell them at a tender, according to cabinet resolution No. 17 of January 16.

The stakes should be put up for sale jointly with the land plots on which they are located, and the tender should be conducted as an open auction.

According to the document, a 93.89% stake in OJSC Inturs-Kyiv tourist agency should be withdrawn from the statutory fund of Ukraina Turystychna.

OJSC Prolisok in January through September 2007 increased its net income by 24.4%, to UAH 8.16 million, while its net profit grew by 25.9%, to UAH 620,000.

OSJC Bratislava Hotel over the nine months of 2007 increased its net income by 13.1%, to UAH 17.23 million, while its net profit grew by 5.8%, to UAH 460,000.

OJSC Inturs-Kyiv over the nine months of 2007 increased its net income by 2.5 times, to UAH 6.26 million, and its net profit grew by 21.7 times, to UAH 640,000.

�ATB-MARKET TO INVEST AROUND UAH 350M IN OPENING OF 60 STORES IN 2008

�Dnipropetrovsk-based ATB-Market Ltd. plans in 2008 to invest around UAH 350 million in the opening of 60 stores.

"In 2008, ATB-Market plans to open 60 new stores, and one third of them will be opened in cities new to the company. This year, around UAH 350 million will be invested into the chain's development," read a company posting on its Web site.

According to the report, the top-priority for its development is the expansion of its chain in small towns with populations of up to 100,000.

The company also reported that in 2007, it opened 52 stores. Its chain grew to 217 stores in 61 cities and towns.

The largest development of the chain was seen in Donetsk, Dnipropetrovsk, Luhansk, Kharkiv and Mykolaiv regions. ATB-Market Ltd. entered the markets in 23 towns.

At present, the ATB chain unites 220 stores in 62 cities and towns of Ukraine. As reported, ATB-Market Ltd. plans to expand its chain to 450 stores by 2010.

ATB-Market is part of ATB Corporation, which also unites the Kviten confectionary, the Favorit meat factory and the Voskhod sports complex. 

�STATISTICAL SUMMARY

MOBILE COMMUNICATIONS OPERATORS' REVENUES IN 2007 GROW FASTER THAN NUMBER OF ACTIVE SIM CARDS

�Mobile communications operators' revenues in Ukraine in 2007 grew by 27.9%, to UAH 25.028 billion, according to the State Statistics Committee, while the number of active SIM cards rose by 12.9%-13.5%, according to analysts' estimates, to 55.6 million.

Annual revenue per SIM card last year was UAH 450.74, which was 12.82% (UAH 51.23) up on 2006, and average ARPU was UAH 37.56 ($7.738) per month.

�UKRAINIAN COMMUNICATIONS OPERATORS' REVENUES UP 19.4% IN 2007

�Ukrainian communication operators increased incomes from services by 19.4% in 2007 year-on-year, to UAH 39.87 billion, the State Statistics Committee reported on Thursday. 

According to the committee, during this period, services, worth UAH 16.126 billion were provided for the population, the revenues from the international telephone services were UAH 2.35 billion. 

In 2007, the revenues from communication services for population grew by 20.7% year-on-year, for companies – by 18.5%. 

According to the committee, the major income in the sphere was from providing mobile communication services – UAH 25.028 billion, which is by 27.9% up year-on-year. 

Revenues from fixed telephone services in cities grew only by 1.5% year-on-year, to UAH 3.607 billion, revenues from fixed telephone services in rural areas dropped by 12.4%, to UAH 250 million. Revenues for long-distance and international calls were UAH 5.864 billion, a 0.2% fall year-on-year. 

Revenues from rendering computer services grew by 30%, to UAH 1.63 million, and revenues from Internet access services were UAH 1.376 billion, which is 30% more year-on-year. The public spent on Internet in 2007 over 468 million, which is 89% more than in 2006.

In December 2007, Ukrainian communication operators increased incomes from services by 18.64% year-on-year, to UAH 3.813 billion. Services, worth UAH 1.781 billion were provided for the population, the revenues from the international telephone services were UAH 167 million. In December, revenues from providing mobile communication services were estimated at UAH 2.4 billion, which is by 22.7% up year-on-year.

Revenues from fixed telephone services in cities grew by 9.6% year-on-year, to UAH 332.8 million, revenues from fixed telephone services in rural areas dropped by 0.56%, to UAH 21.6 million. Revenues for long-distance and international calls were UAH 476.4 billion, a 3.7% fall year-on-year. 

Revenues from rendering computer services grew by 53.84%, to UAH 180.15 million, and revenues from Internet access services were UAH 151.75 million, which is 52.67% more year-on-year.

�Revenues from communication services in 2007: 

�Revenues from communication services, total �Including �international communication �Services, provided for individuals �Including �international communication �Rate of income increase �(reduction) year-on-year, �% �������Total �Individuals �Companies ��Communication, total �39,869,797�2,349,526�16,126,266�820,276�119.4�120.7�118.5��Postal services �1,496,484.9�82,981.4�296,299.6�47,205�114.5�98.1�119.4��EMC international mail service �17,105.3�17,105.3�5,948.9�5,948.9�119.9�109.2�126.6��Telegraph �56,808.8�22,962.3�17,203.5�5,999.1�100.5�98.4�101.5��Telephone, urban �3,607,218.5�-�2,115,366.9�-�101.5�93�116.8��Telephone, rural �250,318.8�-�217,029�-�87.6�86.1�98.8��Telephone, long-distance �5,863,754.3�1,579,657.2�2460681.1�586,029�99.8�92.7�105.6��Currier services �237,554.7�61,631.3�4,535�3,632.6�133.6�136.5�133.5��Wired broadcasting �109,645.9�-�90,061.7�-�135.8�141.4�114.8��Special communications �94,168.4�-�-�-�146.9�-�146.9��Radio and TV broadcasting �1,102,139�1,798.3�725,411.9�-�129.1�136.1�117.4��Including cable TV �740,733.7�-�721,143.1�-�136.7�136.4�149.2��Ukrchastotnadzor �288,149.8�-�720�-�131.5�62.8�131.9��Satellite �69,889.1�764.6�290.9�-�102.1�375.8�101.8��Computer �1,632,486.5�43,500.9�472,297.4�7991.7�130�188.5�115.4��Including Internet access �1,375,685.6�24,529.3�468,237.3�7484.7�130�189�112��Mobile communications, including �25,061,178�556,229.6�9,726,368.5�169,418.5�127.9�138.8�121.8��satellite �25,028,378.8�556,229.6�9,724,901.4�169,418.5�127.9�138.8�121.8��paging �5,343.9�-�17.3�-�82.6�48.7�82.7��trunking �21,157.8�-�1,449.8�-�141.8�157.8�140.7��©Source: State Statistics Committee 

FINANCIAL MARKETS

EQUITY MARKET

YUSCHENKO CALLS ON CABINET TO WORK OUT NATIONAL ANTI-CRISIS PROGRAM IN RESPONSE TO INTERNATIONAL STOCK MARKET TURMOIL

�Ukrainian President Viktor Yuschenko has called on the government to work out a national anti-crisis program to minimize the consequences for Ukraine of the turmoil on the international stock markets.

"The National Bank of Ukraine, Finance Ministry and the whole government should draw up a national anti-crisis program, which would give an answer both on the state, corporate and social level, and we are going to meet those challenges … [seen] on the international markets," Yuschenko said at a press conference in Davos on Thursday.

He said that the collapse worldwide share prices could impact the Ukrainian market.

"Today, we face a serious recession, which could force the revision of a number of economic plans in many countries," the president said.

Yuschenko said that everything should be done to retain the stability of prices, currency exchange rates, forex reserves and the stability of the national currency.

"We should transfer to a stricter budget policy and set more efficient controls over the national budget," he said.

�STOCK MARKET CRISIS WON'T CONSIDERABLY AFFECT EASTERN EUROPE – EBRD

�The crisis that has swept through international stock markets will have a minor effect on Eastern Europe, including Ukraine. Yet the region cannot be totally immune to the shocks, the European Bank for Reconstruction and Development (EBRD) said with reference to its chief economist Erik Berglof.

"The region is holding up well, but it will be affected", he said.

As a result, the EBRD is expecting lower growth in the region this year of about 0.5 percentage points.

The global financial crisis will affect the EBRD region through three channels: higher vulnerability in terms of liquidity, increased costs of borrowing, and growth in the U.S., Berglof said.

The impact of a further slowdown or even a recession in the U.S. will only have a "modest impact" on eastern Europe and the former Soviet Union, as these countries are not highly dependent on exports to the U.S. market, he said.

High levels of current account deficits, high exposure to foreign borrowing and political uncertainties in some countries in the region are other potential worries, he said.

For the EBRD, recent developments on markets are expected to lead to higher demand for the EBRD, "but also for the transition impact our projects have," Berglof stressed.

�FALLS ON WORLD STOCK EXCHANGES NOT POSING DANGER TO UKRAINE IN NEAR FUTURE, POROSHENKO SAYS 

�National Bank of Ukraine Council Chairman Petro Poroshenko has said the falls on the world's stock exchanges do not pose any danger to Ukraine in the short-term. 

"In the short term, there is no threat to the Ukrainian economy. Fortunately, the crisis tendencies are not yet permanent character and the world's stock exchanges have chances to revive," he said, according to a posting on the Web site of the NBU Council head. 

The possible recession of the economies of the United States and the European Union will have a worse impact on Ukraine than the falls on the world stock exchanges, since Ukraine's exports could shrink, he said. 

�UKRAINE CANNOT AVOID IMPACT OF GLOBAL CORRECTION ON INTERNATIONAL STOCK MARKETS, BUT CRISIS NOT EXPECTED, ACCORDING TO POLL

�Ukraine cannot avoid the impact of the global correction on the international stock markets, although a crisis on the domestic financial markets is not expected, according to bankers and experts polled by Interfax-Ukraine.

"Ukraine can hardly avoid the consequences of the global correction on the international stock markets in full. Foreign investors will try to get money, not shares, In my opinion, the U.S. share market has entered a long falling period of a couple of years," the head of the investment and banking services department at Kyiv-based Ukrsotsbank, Erik Naiman, told Interfax-Ukraine.

"Now the state of the Ukrainian stock market is determined by the situation on the international markets. The duration of the correction of the Ukrainian stock market depends on the measures the U.S. government takes to avoid a possible recession," said the acting head of the risk management department at Kyiv-based VAB Bank, Oleksandr Omelchenko.

"It's too early to speak about the start of a fall [on the Ukrainian stock market], although one could speak about a long stagnation. A number of factors are influencing the fall on the international markets, in particular, expectations of a recession in the United States, the strengthening of requirements on borrowers by creditors, the present fall in the prices of some goods [oil, gold], and the revaluation of the cost of shares on the developing markets," the analyst of Kyiv-based Alfa Capital Ukraine, Serhiy Kulpinsky, said.

Characterizing the scope of events on the international market, Naiman said that January 2008 could be the blackest January in the history of the international stock markets, as least since 1896, when the first stock index, the DJIÀ, was calculated.

Omelchenko said that the Federal Reserve System of the United States could still stop a fall of the largest stock indices.

As for prospects for the Ukrainian market, Kulpinsky said that among the remaining supporting factors are the availability of the considerable liquidity of the large international funds, mainly in oil-extracting countries, and the high potential of Ukrainian economic growth this year, which exceeds the average potential growth among other developing markets.

"Problems in the U.S. economy and a fall in stock indices on many international stock exchanges plays a negative role, and we should not forget that problems in the United States started not today or yesterday... Our market is only developing. It's not transparent in full and not understandable, and this means that it has been underestimated. This is the key potential for growth, which will continue in 2008, [although] not at such pace as in 2007," said the deputy board chairman of Kyiv-based Khreschatyk Bank, Oleh Khodachuk.

�UKRAINIAN BANKERS FEAR STOCK DECLINES WILL HAMPER UKRAINIAN IPOS

�The declines on stock markets around the globe will reduce the effectiveness of initial public offerings (IPOs) by Ukrainian companies and increase the costs of borrowing on the domestic market, Ukrainian bankers surveyed by Interfax said on January 22.

"The wave of losses on the developed stock markets in the U.S., Europe and Southeast Asia will encourage foreign investors to sell off Ukrainian shares as they seek safe harbor," said Ukrgasbank (Kyiv) treasury director Andriy Ponomarev. "How long the stock market correction in Ukraine persists will affect the depth of the impact on the Ukrainian economy. In the short term, it will impact the effectiveness of Ukrainian IPOs," he said.

However, the limited use that Ukrainian banks make of IPOs will allow a liquidity crisis to be avoided, Ponomarev said.

"It won't cause a liquidity crisis or significant fluctuations in the exchange rate on the Ukrainian interbank market," he said.

A correction on the Ukrainian stock market was inevitable, he said. "The steep gains in Ukrainian stocks in the past one or two years would sooner or later have led to a correction. Perhaps it will lead to the transfer of shares from foreign investors to domestic investors (investment and pension funds, insurance companies, etc.)," Ponomarev said.

Industrialbank (Zaporizhia) treasury head Oleksandr Fomin said the situation on foreign markets would spark growth in the Ukrainian resource market.

"Investors are anxiously awaiting the first deal on the market in order to orient themselves based on the price. I can say unambiguously that the cost of resources will most likely rise and volumes will decline. That will affect Ukrainian banks as well as the subsidiary banks of foreign organizations operating in Ukraine," he said.

The course of events on the domestic currency market does not depend on the situation on foreign markets.

It was reported earlier that the quotes on the leading Ukrainian securities continued their drop from the start of trading on January 22. They had lost an average of 7% in the first 20 minutes of trading on the PFTS.

�PFTS INDEX

PFTS STATISTICS*�21/01/08�22/01/08�23/01/08�24/01/08�25/01/08�Change, %��Index�1155.86�1114.37�1091.03�1126.98�1135.54�-1.76��Total demand, mln USD�55.2317�37.3248�50.0139�41.5564�55.0475�-0.33��Total supply, mln USD�65.4871�45.4772�60.4475�50.7703�62.0139�-5.30��Total trade volume, th. USD�37262.6503�35645.0406�20809.7168�23608.3287�40489.8927�+8.66��Total capitalization, mln USD�107779.0990�88067.0574�100731.1050�108923.4079�107396.1347�-0.36��PFTS – First Securities Trading System PFTS (NASDAQ-analogue) 

www.pfts.com

( Source: PFTS, Interfax-Ukraine

* - for shares during trade session only

FIXED-INCOME MARKET

KYIV TO PLACE $250M EUROBOND TRANCHE IN Q2

�Kyiv plans to place a second eurobond tranche of $250 million in the second quarter of 2008, the first deputy head of the city administration, Denis Bass told Interfax.

"The foreign loan figure has been taken into account in the budget, and we are already beginning preparations. We plan to raise more than UAH 1 billion this year," he said.

Kyiv's budget for 2008, approved by the city council on January 17, sets a foreign borrowing ceiling equivalent to $250 million. The city can borrow in dollars and euros. The interest rate on loans is not supposed to exceed 8.9% on funds raised for a five-year term, 9.1% for a seven-year term and 9.5% for a ten-year term.

The city plans to use the money raised to finance further construction of the Podolsk-Voskresensk overpass, the overhaul of a high-speed tram line, subway construction, and to meet obligations on domestic and foreign loans raised in 2003.

It was reported earlier that Citi, Credit Suisse, Deutsche Bank and UBS have been appointed lead managers of the bond offering. These banks also lead-managed the placement of the first tranche of $250 million.

Kyiv in November 2007 placed five-year loan participation notes totaling $250 million at 8.25% interest.

The interest rate on the upcoming tranche is also expected to be 8.25%.

Kyiv has previously placed eurobonds three times. In July 2003, the city placed $150 million of five-year eurobonds at 8.75% in an offering lead-managed by JP Morgan, UBS Warburg and Dresdner Bank; in July 2004 it placed $200 million of seven-year bonds at 8.625% in an offering lead managed by Deutsche Bank and Morgan Stanley; and in October 2005 it placed $250 million of ten-year bonds at 7.98%, with Citigroup and Credit Suisse First Boston acting as lead managers.

�ODESA PUBLISHES CONDITIONS OF CHF 50M CREDIT RAISED IN LATE 2007

�The organizer of a CHF 50million syndicated credit (around $45.32 million) raised by Odesa, the third largest city in Ukraine, in late 2007, was BNP Paribas Finance.

"The credit will be paid in two tranches: CHF 10 million for three years and CHF 40 million for five years with a 12-month coupon period and 8.25% and 8.5% interest respectively," the head of the department for stock activities and securities at Odesa City state administration, Hennadiy Nechayevsky, told Interfax-Ukraine.

He said that the legal advisor to Odesa City council on the organization of the deal was the firm Master&Partners.

Nechayevsky said that Odesa is the only city after Kyiv to take foreign loans.

He also said that Odesa plans to issue debt instruments in 2008, which will mature in 7-10 years, to diversify its foreign loan liabilities. The size and conditions of the issue will depend on foreign and domestic demand for sub-sovereign eurobonds in Eastern Europe.

Standard & Poor's and Fitch Rating in 2007 assigned a B+ rating to Odesa.

As reported, in 2007 Odesa planned to issue a debut eurobond issue of UAH 335 million (about $66 million). The restrictions put in place by the Finance Ministry are that the interest rate should not exceed 9.5%; the amount should be up to UAH 335 million in a first category currency and the loan period - up to five years. The city decided not to issue eurobonds due to the worsening of the situation on the international markets. 

�

UKRAINE DL 03/13 REGS

date�last�diff. abs�diff. %�overall vol.��28.01.08�106.97�0.00�0.00�0��time�close�open�high�low��09:28�106.97�106.97�106.97�106.97��©Source: Frankfurt Stock Exchange

UKRAINE DL 04/09 REGS

date�last�diff. abs�diff. %�overall vol.��28.01.08�102.72�0.00�0.00�0��time�close�open�high�low��09:31�102.72�102.72�102.72�102.72��©Source: Frankfurt Stock Exchange

UKRAINE DL 04/11 REGS

date�last�diff. abs�diff. %�overall vol.��28.01.08�103.47�0.00�0.00�0��time�close�open�high�low��09:31�103.47�103.47�103.47�103.47��©Source: Frankfurt Stock Exchange

UKRAINE EO 05/15 REGS

date�last�diff. abs�diff. %�overall vol.��28.01.08�88.25�-0.15�-0.17�0��time�close�open�high�low��09:06�88.25�88.40�88.25�88.25��©Source: Frankfurt Stock Exchange

UKRAINE DL 06/16 REGS

date�last�diff. abs�diff. %�overall vol.��25.01.08�99.55�0.00�0.00�0��time�close�open�high�low��09:19�99.55�99.55�99.55�99.55��©Source: Frankfurt Stock Exchange

CURRENCY MARKET

NATIONAL BANK OF UKRAINE OFFICIAL RATES AS OF 28/01/08

�CURRENCY�RATE��100 Australian dollars�445.9539��100 Azerbaijani manatas�597.2797��100 British pounds sterling�1000.1380��10 Belarussian rubles�0.0235��100 Danish krones�99.6541��100 US dollars�505.0000��100 Estonian kronas�47.4609��100 Euro�742.6025��100 Iceland kronas�7.7548��100 Kazakh tenges �4.2041��100 Canadian dollars�501.1151��100 Latvian latas �1064.5105��100 Lithuanian litas�215.0725��100 Moldovan leyas �44.7112��100 Norwegian kroner�92.5477��100 Polish zlotys�205.2352��10 Russian rubles�2.0664��100 Singapore dollars�354.7182��100 Slovakian korunas�22.1745��100 SDR�800.1889��100 Turkish liras�427.2742��10000 Turkmenian manatas�8.0800��1000 Hungarian forints�28.8255��100 Uzbek sumas�0.3905��100 Czech korunas�28.6586��100 Swedish kronas�78.4967��100 Swiss francs�460.2147��100 Renminby Yuan (China)�70.0397��1000 Japanese yen�46.8963���www.bank.gov.ua

(Source: National Bank of Ukraine

OFFICIAL CURRENCY RATE CHANGES

RATE�21/01/08�22/01/08�23/01/08�24/01/08�25/01/08�28/01/08�%, CHG/WEEK��Official exchange rate of the hryvnia to the US dollar (UAH/$)�5.0500�5.0500�5.0500�5.0500�5.0500�5.0500�0.000��Official exchange rate of the hryvnia to EURO (UAH/ˆ1)�7.410370�7.313410�7.319470�7.359870�7.404815�7.426025�+0.211��Official exchange rate of the hryvnia to the Russian ruble (UAH/RUR10)�2.0606�2.0490�2.0288�2.0501�2.0499�2.0664�+0.281��(Source: Interfax-Ukraine

MONEY MARKET

INTEREST RATES ON STATE MORTGAGE INSTITUTION'S MORTGAGE CREDITS IN HRYVNIAS IN 2007 DOWN ALMOST 5%

�Interest rates on the State Mortgage Institution's mortgage credits in hryvnias in 2007 fell by almost 5%, from 16.05% to 11.3%, while the interest rates of the commercial banks fell by 3.7%, from 17.75% to 14.05%, according to a press release of the State Mortgage Institution issued on January 22.

The State Mortgage Institution said that the fall in the interest rates on the institution's mortgage credits in hryvnias was achieved due to increased competition between the banks belonging to its re-financing system, and the involvement of new participants that cut their interest rates to fight for a share of the market.

The interest rate under which the institution refinanced mortgage creditor banks in acquiring the rights to mortgage credits in 2007 was set at 9.9% and did not change over the year.

The State Mortgage Institution said that over 67% of the mortgage credits issued under its program were issued in Kyiv City, Kyiv, Donetsk, Dnipropetrovsk, Poltava, Zaporizhia, Luhansk and Kharkiv regions.

Last year the State Mortgage Institution's system included 72 partner banks.

Specialists from the institution said that credits are issued mainly to people aged from 30 to 35.

The State Mortgage Institution (SMI) of Ukraine was created in October 2004. In 2006, the government increased its statutory fund from UAH 20 million to UAH 100 million. The 2008 national budget foresees an increase in the institution's statutory fund by UAH 100 million. 

According to the law on the 2008 national budget, the cabinet on January 16, 2008 decided to double its statutory fund to UAH 200 million.

�INTEREST RATES ON MORTGAGE CREDITS IN UKRAINE IN 2008 REMAIN AT 2007 LEVEL, SAYS EXPERT

�There will be no considerable changes on the mortgage crediting market in Ukraine in 2008, and interest rates could remain at the level of 2007, according to press release issued on Friday by Prostobank Consulting, which analyzes the banking service market in Kyiv.

"This is linked with a cut in the number of borrowers able to pay, and with the domination of supply over demand on the housing real estate market," the press service said, citing the expert from Credit Consulting Ltd., Ellina Karnaukh.

The expert said that there could be growth in demand for houses if the political and economic situation in Ukraine stabilizes, which would promote the development of the mortgage market and more loyal attitude of banks to potential borrowers.

The press service said that in early 2008 Ukrainian banks make an accent on the crediting of the primary rather than the secondary housing market.

They said that in January, the average interest on mortgage credits on the primary market in hryvnias for 25 years was 16.2%, in dollars 12.9%, in euros 12.2%, and in CHF 9.6%. On the secondary market the interest rates are the following: in hryvnias 16.1%, in dollars 13.1%, in euros 12.4% and in CHF 9.6%.

�KIBID/KIBOR FOR 28/01/08

Rate�Overnight�1 day�3 days�7 days�14 days�1 month��KIBID (UAH)�0.93�0.25�0.25�3.67�3.25�4.13��KIBOR (UAH)�2.22�1.50�1.50�5.17�6.00�8.13��KIBID ($)�3.67�2.75�2.75�4.75�4.88�5.25��KIBOR ($)�4.63�4.50�4.50�6.25�6.75�7.50��©Source: Infinservice

KIBOR – Kyiv Interbank Offered Rate

KIBID – Kyiv Interbank Bid Rate

The data collected from 13 banks

CREDIT MARKET QUOTATIONS ON 28/01/08

Indicator�1 month�3 months�6 months�12 months�18 months�24 months�36 months��UAH��Best�14.00�15.00�16.00�13.50�13.50�13.50�13.50��Indicative�20.00�22.00�23.00�23.00�-�-�-��USD��Best�10.00�10.00�10.50�12.50�13.40�13.40�13.40��Indicative�16.00�16.00�16.00�16.00�13.50�13.50�13.50��©Source: Infinservice

The data collected from 10 banks

INTEREST RATES ON NBU'S ACTIVE AND PASSIVE OPERATIONS SET FOR JANUARY 28

Rate (%)�Current rate, %�Last set�Previous rate, %�Previously set�Change, percentage notches��Discount rate �10.0�01.01.08�8.0�01.06.07�+2.0��On active operations– overnight credits��Secured by state securities�14.5�10.12.07�12.0�08.11.07�+2.5��For blank credits�15.0�10.12.07�12.5�08.11.07�+2.5��On overnight deposit certificates��2 days�0.5�28.01.08�-�-�-��7 days�1.5�17.01.08�����(Source: National Bank of Ukraine

Discount Rate – a rate at which the NBU provides loans to commercial banks for replenishment of their monetary reserves and lending funds





*The information contained here is believed to be fully reliable, but is provided for information purposes only with no warranty expressed or implied. The user shall fully indemnify and hold harmless Interfax-Ukraine and any of its Affiliates against any judgment, liability, loss, cost or damage resulting from or arising out of the content the information and recommendations contained herein, as they are not to be used or considered as an offer to sell, or a solicitation of an offer to buy, or related to any omissions, delays, errors or inaccuracies.
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