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A joint venture of Belgium’s Greenworx 
Holding NV and Turkey’s Guris Insaat ve 
Muhendislik are set to be among the 
first foreign investors to build a large-
scale wind park in Ukraine after acquiring 
the rights to a 250-MW project known as 
the West-Crimea WES Wind Park, Tom 
Hanson, director of Greenworx Holding 
NV, told Platts January 9.

The Belgian-Turkish consortium 
acquired the rights to a fully-permitted 
250-MW project from Ukr Wind 
Investment, a Cyprus-registered company, 
in a deal finalized last November, Hanson 
said. The deal includes an option for a 
further 125-MW expansion.

The development of the project, 
however, is now pending the outcome of 
a court hearing to be held later this 
month over the project’s grid connection. 
Days after completing the acquisition, 
the developers were notified by the 
regional electricity distributor Krymenergo 
that the grid contract had been cancelled 
owing to the fact that its technical 
conditions were no longer valid.

Intensive discussions are continuing 
with the authorities regarding the court 
case, said Hanson, and the developers 
are confident they will receive support 
from the regional government of Crimea, 
the transmission system operator 
Ukrenergo and the Ministries of Foreign 
Affairs and Energy as the developers are 

Ukraine wind market opens up
one of the first foreign investors 
intending to invest in Ukraine’s 
renewable energy sector.

Although Hanson disapproves of 
Krymenergo’s methods (court case was 
launched without previous discussions), 
he said he understands Krymenergo is 
trying to separate the real investors from 
the opportunist developers as the total 
demand for grid connection in Crimea is 
triple to quadruple the size the Crimean 
grid can handle.

Despite the current legal concerns, 
Hanson remains confident that the 
project will proceed as planned. “The 
equity is available and we expect to have 
all licenses in place by April or May of 
this year and to have arranged debt 
financing by July 2012. Talks have been 
held with both the EBRD and the 
International Finance Corporation and 
both have expressed interest in 
supporting the project,” he said.

The construction timetable will be very 
closely related to the debt financing, he 
added. “We hope to start building in Q4 
2012 and expect to have the first 125-
MW of capacity online and grid connected 
before January 1, 2014,” he explained. 
Capacity commissioned before the start 
of 2014 will receive a higher feed-in tariff 
of €113.1 per MWh. Capacity installed 
thereafter will be paid €101.7/MWh.

(continued on page 2)

Czech Coal, one of the Czech Republic’s 
leading coal producers and traders, is to 
proceed with the development of a 660-
MW lignite-fired thermal power plant in 
the northwest of the country, after 
receiving grid connection approval for the 
project from the country’s transmission 
system operator, CEPS, company 
spokeswoman Gabriela Sarickova 
Benesova confirmed to Platts January 12.

Czech Coal unveils plant plans
“I can confirm the Czech Coal Group’s 

plan to build its own power plant. We 
have an agreement in place with CEPS to 
the effect that CEPS will prepare its 
facilities so that we will be able to 
connect our 660-MW coal-fired power 
station to the grid in 2021,” she said.

The planned project to be sited at 
an as yet unspecified site near the 

(continued on page 2)
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The project will use Wind Class 2 turbines, he said, 
though which supplier will depend on commercial proposals 
from manufacturers and, as importantly, on the local content 
of the turbines to be able to comply with new regulations 
coming into force this year. Capacity installed this year 
must source 15% of its equipment from local producers, 
with the share of local equipment in any renewable project 
to rise to 30% in 2013 and to 50% by 2014.

The local product content regulations creates further 
headaches for renewable energy developers, said Hanson, 
as due to their complexity they can be open to 
interpretation in Ukraine. In addition, developers only 
receive confirmation of their feed-in tariffs after completing 
construction and receiving confirmation that they have 
complied with the local product regulations, he stated.

Greenworx, which is the green energy arm of 
Saffelberg Investments, a private equity fund with €250 
million of assets, also has interests in a series of 
renewable projects in Serbia. It is currently building a 
rendering plant in Indija in the northern province of 
Vojvodina in a joint venture with compatriots 
Electrawinds. The €22 million project known as Energo 
Zelena will produce steam, high calorific biomass and 
fats from the treatment of slaughterhouse waste. The 
high calorific biomass will be used as a co-combustion 
fuel while the fats will ultimately be used to generate 
electricity. Greenworx is also planning three more 
projects in Nis and along with Turkish partner Guris it is 
also looking at exploiting Serbia’s geothermal resources.

Guris, a large family owned, Turkish-based but 
internationally operating general contractor is increasingly 
active in the energy market. Guris owns and operates 
several renewable energy projects (mainly wind and hydro) 
including Turkey’s largest geothermal plant with capacity 
of 47.5 MW that is actually being doubled in capacity.

nEws ukrainE / CzECh rEpubliC

Ukraine wind market opens up
...from page 1

Czech Coal unveils plant plans
...from page 1

company’s Vrsany surface coal mine is expected to 
cost in the region of Koruna 30 billion ($1.54 
billion), she added.

The latest plans are a considerable scale down from 
its original ambitions to construct a 1,300-MW plant. 
“The capacity of Czech Coal’s new power station has 
been designed taking into account coal availability 
throughout its service life, specifically only brown coal 
with lower calorific value from the Vrsany surface mine”.

The plant would be carbon capture and storage ready 
and would be fitted with state of the art flue gas 
desulphurization technology, she said, adding that it 
would have a efficiency of around 45% which would be 
superior to all existing and planned coal-fired plant in the 
Czech Republic. “In the Czech Republic, none of the 
currently operated coal-fired power stations, and none of 
those being built now, can achieve this level of 
efficiency,” she declared.

“We are now preparing an Environmental Impact 
Assessment, an application for state authorization, 
and a proposal for a change in the regional 
development plan. Only then will it be possible to 
start with actual construction. The experiences of 
our neighbours in Germany and Poland, where brown 
coal-fired power stations are currently being built, 
indicate that it may take some eight to ten years 
between the plan and the commissioning. It is 
therefore too early now to talk about a specific 
commissioning date,” she said.

If realized, the project would bring some welcome 
competition to the country’s electricity market with the 
entry of the first new operator of a large-scale power 
plant since the UK’s International Power sold in 2009 its 
363-MW Opatovice CHP plant to the precursor of the 
Czech-Slovak group, Energeticky a Prumyslovy Holding.
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Election politics and the  
Russian power sector
Throughout 2011 the share prices of Russian power 
utilities underperformed a Russian equity index that was 
itself down 15% over the year. There is no doubt that the 
culprit was Prime Minister Putin’s pre-election populist 
initiative of squeezing end-user electricity tariffs that had 
been rising sharply as government’s long-held price 
liberalization policy began to take effect. In the cause of 
garnering voter support for Putin’s struggling United Russia 
party, the government quietly forgot its long-held goal of 
economically rational tariffs and, instead, imposed a 15% 
across-the-board ceiling on tariff electricity growth in 2011.

In the event, in December 4’s general elections, Putin’s 
United Russia won 53% of the Duma seats, down from 
70% in 2007. With Putin himself the candidate of the 
self-styled “party of power” in forthcoming Presidential 
elections, this result will have caused disquiet. Concerns 
must have been further heightened by growing discontent 
among the professional classes. A public demonstration 
in Moscow on December 24 drew the support of up to 
120,000 young professionals. Speakers, including the 
much-respected former Finance Minister Alexei Kudrin, 
called for a re-run of allegedly rigged elections and 
meaningful political representation and dialogue.

Rampant corruption and spiralling utility bills are concerns 
that have begun to dominate in surveys of Russian voters. 
Resolving these issues requires the rigorous 
implementation of policies where transparency, equality 
before the law, diversity, privatization and competition 
would feature prominently. Given Putin’s professional 
record first as a member of the Soviet Union’s security 
services and then as a politician whose guiding philosophy 
has been that of rigid, centralized control, these principles 
are unlikely to resonate in any Putin-led government.

Even if that were not the case, the necessary policies 
would face stern opposition from powerful interest 
groups in the near term, while the benefits of successful 
implementation would become apparent only in the long 
term. Not an attractive proposition for an ambitious 
politician whose support is dwindling and who is facing 
presidential elections in early March. In the power 
sector, however, Putin and his advisors have found a 
vehicle where more immediate results seem possible.

The evidence of a sharp fall in support for United Russia 
in the Duma elections implied that more needed to be 
done to satisfy voters and on December 19 Putin again 
put the focus on the power sector, with a forthright 
denouncement of what he alleged to be widespread 
corruption among sector managers. Speaking at a 
government meeting in Siberia, Putin referred to an 
ongoing Energy Ministry investigation that had uncovered 
company managers exploiting conflicts of interest for 
personal gain, with whole sections of the sector under the 
control of family firms. Notional shareholders and offshore 

companies were routinely used to hide the identity of the 
true beneficiaries of contracts and deals. Putin named 
several senior officials and managers, amongst them the 
Chairman of the Electricity Market Council and a regional 
head of the Federal Grid (Transmission) Company.

Putin also called for wide-ranging change to the sector 
structure to improve efficiency and accountability. 
Notable among these were a call for fundamental 
reorganization of electricity supply business, which would 
include the establishment of a nationwide supplier-of-last-
resort and the licensing of financial institutions to take 
on the role of collecting and disbursing consumer dues.

Aside from general interest at the prospect of the 
emergence and tolerance of genuine political opposition 
– arguably for the first time in Russia’s history – some 
important conclusions can be drawn for investors from 
these events. For the near term – certainly for 2012 
and perhaps for 2013 – it is clear that the financial 
margins of Russian power sector companies will be 
squeezed. De facto, the price liberalization inherent in 
the government’s market-based reform of the sector 
has been put on hold or, for some businesses, fatally 
undermined. Capacity payments for pre-2007 
generation capacity fall into the first category, while the 
introduction of rate-of-return price regulation for 
distributors falls into the latter.

While senior ministers have continued to espouse the 
theoretical merits of rate-of-return legislation, regulators 
and officials have reneged on every commitment regarding 
its practical implementation for the distribution businesses. 
Most recently, investors have been promised a “reload” of 
parameters for the pricing methodology that is almost 
certainly code for a further squeezing down on profitability 
margins that are already far below the minimum needed to 
achieve financial viability. Notwithstanding the rhetoric, for 
these businesses at least, government’s solution to gaping 
holes in distributor’ cash flows is regular injections of state 
funds, either directly from the state budget or indirectly via 
state-controlled banks and other entities. This is a far cry 
from the financial independence foreseen in the reform 
blueprint signed-off by Putin in 2003.

No-one is predicting anything other than a Putin victory in 
March 4’s presidential election and, partly in response to 
the growing clamour from the young professional class, 
political commentators are forecasting the appointment of 
a government with a notably liberal leaning. Optimists are 
therefore of the view that this will mark the end of the 
turbulence and uncertainty that have plagued the power 
sector for the past 18 months. In this version of events, 
liberal-minded ministers will oversee a return to the earlier 
principles of competition, transparency and privatization-
led efficiency gains and investors will quickly forget the 
broken promises. Realists might argue otherwise.

Derek Weaving, head of Utilities Research at 
Renaissance Capital. He contributed this article in a 
private capacity. DWeaving@rencap.com
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Turkey: Focus needs  
to shift to renewables
The Turkish electricity market is one of the fastest 
growing in the world. Population growth along with 
continued industrialization and urbanization, and the fact 
that energy consumption is still low when compared with 
Western European countries means that electricity 
demand will continue to grow significantly. This will 
require rising investment to meet demand.

As an example, last year, total electricity 
consumption increased by 9% year-on-year to 229.3 
TWh, a rate of growth which thanks to increased 
production by independent power producers, Turkey 
was just about able to meet from domestic capacity. 
Total generation in 2011 rose 8.2% year-on-year to 
228.4 TWh, with IPPs increasing their output by 54% 
to 62 TWh, offsetting a 7% fall in output by EUAS, 
the state-owned generator, to 73.5 TWh. We foresee 
demand growth slowing to 4% year-on-year in 2012 
in line with lower consumption by industry as a result 
of the economic turmoil and predict that IPPs will 
play an ever more important role in the market.

The sector is experiencing a transition into a liberalized 
electricity market to maximise efficiency and bring 
private sector investments. However, privatization and 
liberalization also brings its risks such as uncertainties 
regarding future legislation and its implementation.

The privatization of the power sector began in 2008 and 
the original plan was to complete the process by 2011. 
While progress has been made on the sale of 
distribution assets in 2010 and 2011, almost no 
progress has been made on the generation side. To 
date, only 52 hydropower plants with a total installed 
capacity of 141 MW have been privatized in a sale 
process completed in May 2010. The government’s 
initial plan was to then sell large-scale thermal power 
plants in separate tenders with a total installed capacity 
of 3,074 MW and later privatize generation assets in 
portfolios with a total installed capacity of 13 GW in 
2011. Unfortunately, the financial crisis took its toll on 
privatization in 2011.

This year it will be critical to complete the 
privatization of distribution assets in parallel with 
generation assets. The privatization process should 
accelerate in 2012 because the electricity market is 
expected to enter a new phase especially in the 
pricing environment once liberalization is eventually 
completed. Full market liberalization was due to be 
achieved in 2012 but has been delayed. However, 
the main issue will be financing. The global crisis 
has reduced investors’ appetite. The majority of the 
winning bidders of the distribution assets have not 
been able to make the necessary downpayments, 
thus, their sale could not be completed. The bidders 
might face the same problems in 2012.

Fuel supply is another major issue for Turkey as it is 
produces less than 3% of its oil and gas energy 
requirements, and only half of its coal needs, making 
the country a major importer of hydrocarbons. Some 
58% of its primary energy consumption is composed of 
natural gas with a further 31% derived from coal, and 
the remaining 11% sourced from renewable energy.

Currently, Gazprom sells its gas to Turkey at around US$ 
400-450 per 1,000- cu m and Botas, the state-owned 
natural gas company, sells it at around $300-350/’000 cu 
m. Botas is currently covering the difference but this 
situation cannot continue for much longer. The government 
will attempt as much as possible to delay any hikes in 
natural gas prices for political reasons in 2012. Eventually, 
Botas will have to pass on the costs to industrial gas-fired 
power producers. Since natural gas cost is a pass through 
item for BOT and BOO concessionaires, it will be reflected 
in their electricity tariffs. For 2012, we foresee a price hike 
of 11% and 6% in natural gas and electricity tariffs, 
respectively, over the spot prices.

The only way to resolve this issue is to prioritize 
renewable energy. In line with this strategy, the long-
awaited renewable energy law was adopted by 
parliament in December 2010 paving the way for 
investment in green energy projects by the private 
sector. The purchase guarantee price for electricity 
generated via hydroelectric and wind power plants has 
been set as $0.073/kWh, while the guaranteed offtake 
price for geothermal and solar power has been set as 
$0.105/kWh and $0.133/kWh, respectively.

There are additional incentives for investments using 
domestically procured equipment and investments that are 
operational before the end of 2015, which will raise the 
guaranteed offtake price by an additional $0.0230-0.092/
kWh for the first five years. However, the current feed-in 
tariffs are not high enough for cost recovery. It is important 
to consider that the average spot prices (balancing and 
settlement) in 2011 stood at $0.0754/kWh, which was 
higher than the government’s purchase guarantee.

Turkey has a high solar energy potential, with average 
annual hours of sunshine calculated at 2,640 hours, 
and yet investment in solar energy is far from palatable 
because of the high investment cost and the relatively 
low tariff. Going forward, we expect the government to 
create renewable energy targets based on development 
trends and in line with advances in technology and make 
the necessary legislative changes to achieve these 
targets. It will leave future development of hydropower to 
the private sector given the high investments required 
and will encourage private sector investment in 
exploiting the country’s rich geothermal potential.

Asli Kumbaraci, Senior Analyst, IS Investment
akumbaraci@isyatirim.com.tr

Basak Dinçkoç, Vice President, IS Investment
bdinckoc@isyatirim.com.tr
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Dr. Strangelove inspires  
Czech energy plan
If there was an award for Energy Policy Absurdity of the 
Year, in the Czech Republic it would go to Messrs. 
Pazdera, Kocourek and Necas. The deputy minister of 
trade and industry, his former minister and the prime 
minister are apparently the three wise men behind the 
latest Czech energy policy draft. This draft must be the 
most absurd policy recommendation since Stanley 
Kubrick’s Dr. Strangelove urged Mr. President to fill a 
deep mine shaft with lots of good Americans at a ratio 
of ten females to every male, and in this way ensure 
that the US would repopulate itself faster than the 
USSR after the nuclear war triggered by Brigadier 
General Jack D. Ripper.

The Czech draft recommends that, in addition to the 
planned two new nuclear reactors at Temelin, a 
further eight 1,000-MW reactors be added to the 
existing generation fleet by 2060. Based on current 
costs, we calculate the cost of such an investment 
program to be between 40-60% of Czech GDP in 
2010, and all this is to be invested without serious 
consideration of where the markets are heading and 
of the potential of alternative energy sources and 
energy savings in the next half century.

For example, the energy draft assumes that in 2030 the 
Czech Republic would export 41 TWh per year without 
addressing the question of to whom. We note that 
Germany plans to be importing only 34 TWh per year in 
its nuclear-free scenario, of which less than 5% would 
come from the Czech Republic.

The Czech draft presents four superficial scenarios, 
all of which assume that between 80-90% of Czech 
electricity would be generated from nuclear. The four 
scenarios differ only in the amount of renewable and 
gas based generation they assume, and the 
scenarios with the least amount of this type of 
generation are recommended.

Czech planners do not bother themselves with the 
economics of the nuclear industry. Matters such as an 
appropriate fuel mix and the size of the future 
generation fleet are judged to be issues of Czech 
sovereignty and beyond the reach of cost-benefit 
analysis. The question of how much actual demand 
there might be for the planned electricity production is 
not even asked. The only issue tackled by Czech 
planners arising from having almost all generation 
based on nuclear is how to balance the grid in times 
when the output of the nuclear plants, which is difficult 
to regulate, exceeds demand. The proposed solution is 
worthy of Premier Kissov himself.

The draft recommends that, given the limited potential 
for pumped-storage hydro plants, Czech heating would 
be centralized as much as possible and that heating 

boilers would be heated by the excess electricity 
produced by the nuclear fleet in times of low demand. 
This is a somewhat surprising proposal given that 
demand for both electricity and heating in the Czech 
Republic is negatively correlated with temperatures. The 
demand for electricity is lowest in the summer months, 
when demand for heat happens to be low as well.

Regulating demand in this way would have the effect of 
turning the Czech Republic into one large electric 
kettle. Czech planners do not appear to be troubled by 
the fact that steam is a greenhouse gas, no doubt in 
deference to the opinion of our president, a vociferous 
climate change skeptic. Just as Brigadier General 
Ripper sees water fluoridation as a Commie plot to 
weaken American bodily fluids, so President Klaus 
rejects climate change theory as a green conspiracy 
aimed at undermining Czech sovereignty. Never mind 
that water is a scarce resource which can be used for 
drinking, irrigation and even electricity generation 
without it actually being vaporized.

With such planners in government, it is little wonder that 
the nuclear energy debate in the Czech Republic is mildly 
eccentric. In other parts of the world, advocates of 
nuclear generation argue that nuclear generation is a 
relatively cheap source of baseload electricity and so has 
its place in the generation mix. And opponents stress 
that this relative cheapness is based on low variable 
costs of production and that if all costs, including 
decommissioning, unlimited liability for accident, and 
treatment of used fuel were included, the economics of 
nuclear power would not be so competitive.

This debate is absent in the Czech Republic. Here 
the superiority of nuclear generation is taken for 
granted. No concessions are regarded as necessary 
to its opponents. One of the more ridiculous side 
effects of this mental block is that other policy 
decisions quite possibly as flawed and costly as the 
energy plan are justified by it.

Perhaps the best example is the government’s stated 
justification for supersonic fighter jets, which is to 
protect the country’s nuclear fleet from terrorist attack. A 
simple valuation model shows that, if you include the 
cost of acquiring and maintaining 14 supersonic fighters 
into the calculation, the long run marginal costs of a 
nuclear power plant, disregarding the cost of capital, 
increases by 10 per cent.

Looking forward to 2012, we, Czechs, can take comfort 
from the fact that our government’s nuclear energy 
vision is unlikely ever to materialize. This is because this 
plan, like so many before it, will vanish. In the course of 
this year, we shall find ourselves with no energy policy: 
that is to say, no clearly stated goals and no clearly 
defined processes to achieve these goals.

Jan Ondrich, Partner, Candole Partners
Jan.ondrich@candole.com
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Will Brent-Urals price  
differential save the day?
The Brent-Urals spread showed very wide fluctuations 
during 2011, averaging $3.7/bbl in April before 
falling back to $0.1/bbl in November, one of the 
weakest monthly readings in the last ten years. The 
relentless rise in Brent prices to almost $130/bbl in 
late April sent the differential soaring in 1H11 and 
re-launched the debate about whether the 2004-
2008 heydays of complex refiners were about to 
return for a sustained period.

Many argued that in a heavier world, with Russian 
crude oil production at post-Soviet highs and OPEC’s 
spare capacity at its lowest in 36 months, the 
processing premium was likely to prevail. However, 
the IEA inventory release and the resumption of 
Libyan production poured cold water on the 
enthusiasts and abruptly smashed the differential. In 
addition, surprisingly high Russian refinery runs 
coupled with the overhaul of the Primorsk terminal 
and the relative strength of heating oil cracks to 
gasoline cracks led to the spread’s second-lowest 
average in 10 years in the second half of 2011.

But why is the Brent-Urals price differential so 
important? The ability to purchase and process cheaper 
(but heavier and sourer) Russian crude and sell at Brent-
linked product prices has always been one of the key 
competitive advantages of Central and Eastern European 
refiners such as Poland’s PKN Orlen and Lotos, 
Hungary’s MOL and Czech’s Unipetrol.

To understand the importance of the price 
differential, we need to look at the high proportion 
of Urals in the feedstock of these refiners. With 
Urals making up around 80-90% of their refining 
input, we estimate that a $1.0/bbl increase in the 
spread can add around $350-400 million to the 
companies’ gross profit at the aggregated level. 
Thus it is no surprise that industry participants – 
analysts and investors alike – closely watch the 
development of the spread.

If anything, the multitude of moving parts makes the 
market appear more unpredictable than ever heading 
into 2012. Solid Russian crude oil production and 
the introduction of the 60 – 66% export tax on 
October 1, 2011 could boost the differential by 
placing more Urals on the market, although it is 
admittedly hard to quantify the real impact. On the 
other hand, high refinery runs in Russia and reduced 
Saudi Arabian supply to Europe with the return of 
Libyan production should bolster demand for Urals 
and thus tighten the differential.

Another clearly negative factor is the planned 
expansion of Russia’s export pipeline capacity: some 
1 MMbbl/d of new capacity is due to come on 

stream in 2012, with 600 kbpd going to the Baltics 
and 400 kbpd to Asia. This could result in rising 
rivalry for Russian crude supply and put Central and 
Eastern European refiners under pressure to pay 
more for Urals in order to attract sufficient volumes 
to the region.

In addition, the recent strength of heating oil cracks 
relative to gasoline cracks has boosted demand from 
European refiners for Urals grades over the past few 
months, but it is unclear to what extent this 
situation will prevail. Although the passing of the 
heating season should help the ratio to normalize, 
the weak tolerance of consumers towards elevated 
oil prices could keep gasoline demand under intense 
pressure. With crude oil markets set to remain 
tightly balanced in 2012, we may see some easing 
of the ratio but not a return to historical levels.

Besides the “usual suspects”, investors also 
appear to be pricing-in unusually large fat-tail risks 
for 2012, which could boost the differential back 
above $3.0/bbl or push it down to almost zero (or 
maybe even below).

Indeed, we face a bifurcated market. In our view, 
however, the balance of risk looks skewed to the 
downside. First, we could see further tensions in the 
Middle East, which would send the differential 
through the roof, although even this does not pose 
such a degree of uncertainty as Iran. While the 
partial or full loss of Iranian crude supplies would 
send Brent soaring, it would arguably have a greater 
impact on direct competitors such as Urals.

This was precisely the case during November when the 
differential between Brent and Urals turned negative on 
the increasingly difficult access to Iranian crude. Second, 
a global economic slowdown (or recession in the 
eurozone) would also act as a drag. As the marginal 
OPEC barrel is heavy, when OPEC is producing off full 
capacity the spread is likely to tighten, as it did after the 
quota cuts in 2009.

Yet companies and analysts appear to be relatively 
positive for 2012. Last month, PKN Orlen’s CFO 
Slawomir Jedrzejczyk said the firm envisages an 
average Brent-Urals differential between $1-2/bbl in 
2012, similar to that of 2011. Most analysts also 
predict the differential at around $2.0/bbl in 2012.

One way or another, given the feeble refining margin 
outlook for 2012 and the contracting (or at best 
stagnating) fuel consumption in Central and Eastern 
European countries, the region’s refiners badly need 
something to ease the intense pressure on their 
operating margins. Those who expect the Brent-Urals 
spread to play this role may be hoping in vain.

Peter Császár, Equity Research Analyst, KBC Securities
peter.csaszar@kbcsecurities.pl
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Bulgaria inches forward  
with energy exchange
Bulgaria ended 2011 with a broken promise. The 
national Energy Strategy until 2020, adopted in June, 
had pledged “ To establish trust and transparency on 
the power market, until the end of 2011, we will create 
a power exchange in the country.” This year looks likely 
to bring important enabling legislation, but not yet a 
functioning exchange.

This broken promise was not the first for 2011. Bulgaria 
had until March to implement the EU’s Third Energy 
Liberalization Package, but failed to do so. This package 
requires EU member states to establish or to participate 
in liquid and transparent power exchanges to ensure 
maximum protection of consumers from monopolistic 
forces and market distortions.

Last September, Europe’s Energy Commissioner, 
Guenther Oettinger, said the EU will initiate infringement 
procedures against governments that have not abided. 
Indeed, Brussels initiated formal proceedings against 
neighboring Romania, among other countries. But the 
Commission has been circumspect in applying pressure 
on Bulgaria. An inquiry launched in 2010 about Bulgaria’s 
energy market has languished without notable progress.

There are numerous obstacles to progress. Limited 
funding and prior know-how spring to mind, but more 
importantly the Electricity Transmission System Operator 
(ESO) is a subsidiary of the National Electricity Company 
(NEK) . The Third Liberalization Package mandates the 
separation of ownership of transmission system 
operators from generation and supply functions, 
enforcing a more level playing field that would put NEK’s 
customers up for grabs. Similarly, a few established 
traders that regularly win the nominally open tenders for 
power from Kozlodui nuclear power plant stand to lose 
from the creation of an exchange. These powerful vested 
interests have ensured significant foot-dragging.

Another hurdle comprises owning, financing and 
operating an exchange. As an enterprise of strategic 
importance, the power exchange should be at least 
partially owned and funded by the state which, through 
ESO, has been conducting lengthy testing and may be 
ready for execution. Government officials have suggested 
recently that the necessary financing may come from EU 
structural funds which, if true, may add yet more time 
before the exchange can start operating.

Nevertheless, progress is afoot. At the end of November 
the Bulgarian Energy Holding, the parent company of both 
NEK and ESO, announced a tender for advice on a 
separation strategy. The selection of an advisor and 
creation of the strategy are likely to take many months 
before implementation can start. In parallel, and 
complicating the work of the future advisor, amendments 
to the Energy Act are underway to transpose the 

requirements of the Third Liberalization Package into 
Bulgarian law. A draft of the amendments circulated for 
public discussion in December, while a further draft is 
already making the rounds unofficially. Formal approval 
by the Council of Ministers and submission to Parliament 
should take place during the first half of the year.

In addition to the carve-out of ESO from NEK, with a 
parallel move on the gas side, the amendments include 
some important changes to the structure of the retail 
electricity market. Direct subsidization of low income 
households is proposed, opening up the prospect to end 
cross-subsidization of all households through regulated 
end-user electricity prices, currently the lowest in the EU.

The amendments also propose to move all small 
businesses out of the category of regulated customers. 
This is less radical than it sounds, because the inability 
of such customers to participate meaningfully in the 
balancing market will keep them effectively protected. 
The amendments provide for a neither-fish-nor-fowl 
customer category, officially not regulated, but to be 
served by newly defined suppliers of last resort (the 
three regional electricity supply companies).

Energy Minister Traicho Traikov has expressed several 
times his concern that there might not be enough volume 
on the future exchange to create the liquidity and 
transparency that the EU targets. On the supply side, the 
bulk of the market is currently tied up in long-term PPAs 
and in quotas for the regulated market. The Commission 
has not applied pressure to terminate long-term PPAs in 
Bulgaria as it did in Poland and Hungary, but at least as a 
trial balloon the idea of compensating stranded costs and 
opening the large thermal plants to the market has floated.

In another approach to resolving the problem of the lack 
of scale, Traikov and his deputies have been in active 
talks with their Romanian counterparts about merging 
the Romanian exchange with the future Bulgarian one. 
Recent history has proven exchange mergers have 
resulted in more liquidity, narrower spreads and lower 
operational costs for the exchange, all of which would 
certainly be of great importance for the Bulgarian 
exchange. But the challenges of cross-border 
cooperation are not to be underestimated.

With so many issues outstanding and so many powerful 
interests at stake, the launch of the energy exchange is 
unlikely to begin in 2012. Instead, the completion of the 
testing stage by ESO, the submission of the application 
for EU funds, and the decision whether or not to create 
a common exchange in Romania are more likely in the 
coming year. With parliamentary elections due in 2013, 
and given the unpopularity of dispensing with the current 
arrangements, it would take a significant ratcheting up in 
EU pressure to produce a functioning exchange with in 
the next 18 months.

Ken Lefkowitz, Managing Partner, New Europe 
Corporate Advisory. kenneth.lefkowitz@necadvisory.com



8 EnErgy in East EuropE / issuE 231 / January 13, 2012

nEw yEar viEwpoints hungary / poland

Hungary: Small can be powerful
While attention has focused on Hungary’s longer-term 
plans to expand its Paks Nuclear Power Plant, the most 
dynamic growth in Hungary’s power generation sector in 
the short to medium term capacity can be expected in the 
development of highly-efficient decentralized power plants.

At present, there are more than 360 power plants in 
Hungary with installed capacity of less than 50 MW, many 
of which are small cogeneration plants, or renewable 
projects, owned by independent operators. In total they 
represent 15% of total capacity. By comparison, other 
CEE countries have only 2-6% of such capacity in their 
generation mix, despite benefitting from less rigorous 
licensing, which make them more easily financeable.

In Hungary, small gas-fired cogeneration plants were 
initially built under the KAT (guaranteed feed-in tariff) 
subsidy scheme, but this was phased out in July 2011. 
Its elimination has resulted in operating plants having to 
sell their electricity on the Hungarian Power Exchange at 
market prices. While there is still guaranteed offtake, this 
has limited the incentive for their future development. 
Renewable energy will as a result come to the forefront 
under a new support system that is being developed. The 
new tariffs are likely to only be confirmed late 2012 and 
as a result, until then new projects that depend on these 
subsidies are unlikely to progress.

While centralized power sources have their advantages, the 
government has noted the benefits of these smaller plants 
and intends to focus on energy efficiency improvements 
and more efficient decentralized power generation. Such 
capacity improves the security of energy supply, since 
much of the fuel (especially in the case of renewables) is 
sourced in Hungary, creates jobs (often in rural areas), and 
increases electricity price competition. In addition, MAVIR, 
the Hungarian TSO, has successfully integrated these 
small plants into the grid, with regulations and contractual 
requirements resulting in a more manageable and stable 
grid. One of the innovative solutions was to give 
accreditation to groups of small power plants that jointly 
take part in the ancillary services market.

Thus, while Hungary anticipates the completion of a large 
pumped storage facility by 2020 and the expansion of 
Paks, which are expected to cover over 30% of domestic 
demand in the medium to long term, the share of small 
power plants could be as high as 30% of the generation 
mix by 2020. Renewables are expected to grow at a 
faster rate than small gas-fired cogen, rising to 1,860 MW 
in 2020 from 803 MW now compared to an increase in 
gas-fired cogen from 1,073 MW to 1,500 MW. The 
combined growth represents an investment opportunity of 
more than €1.2 billion for entrepreneurs and lenders in 
this sector. The greatest challenge for developers will be 
to secure funding for their projects.

Oliver Szocs, Senior Advisor, KPMG Energy & Utilities 
Advisory Services. oliver.szocs@kpmg.hu

A pivotal year for Poland
It is set to be another turbulent year for unconventional 
hydrocarbons in Central and Eastern Europe, according to 
Wood Mackenzie’s ‘Europe – events to watch in 2012’ 
insight. The spotlight remains fixed on Poland for now. In 
Wood Mackenzie’s view, Poland has a favourable mix of 
factors to make commercial shale gas development 
achievable. The gas price is good; the geology is 
promising; recoverable shale gas resource estimates are 
large (although uncertain); major players, such as 
ConocoPhillips, ExxonMobil, Chevron and Marathon, are 
involved; and the Polish people are, mostly, supportive.

The momentum surrounding shale gas exploration in 
Poland has been gathering pace. Following a frantic land 
grab in 2009 and 2010, the attention of shale gas 
players turned to acquiring seismic data, and the drilling 
of the first test wells began in 2010. Around 14 wells 
targeting shale gas have been drilled and completed 
with mixed test results so far. However they also show 
early promise, with some reservoir properties 
comparable to, if not better than, some of the most 
successful North American plays.

In 2012, we expect the pace of drilling and testing to 
continue. Explorers are likely to concentrate on improving 
drilling and fracturing processes and fluids and by the 
end of the year many of the subsurface uncertainties in 
Poland will have been clarified. In addition, some 
participants are aiming for the first test production of 
shale gas by the end of 2012.

Important developments in the regulation of shale gas in 
Poland are also expected in 2012. Politicians are 
discussing draft shale gas legislation which may propose 
an increase in total taxation to at least 40% and awarding 
of production concessions via an open tender process. In 
spring 2012, the Polish government will announce a draft 
shale gas bill although the new legislation is not expected 
to be adopted until large-scale production is achieved.

The proposed tax changes are likely to unsettle shale 
gas players as they assess the impact on the 
commerciality of typically costly unconventional 
developments. For a model 500 bcf shale gas project 
taxed under the current Polish terms, Wood Mackenzie’s 
Unconventional Gas Service proposes an estimated 
breakeven gas price of $8.95/mcf. For the same project 
but including the proposed tax change, the estimated 
breakeven gas price becomes $9.80/mcf.

Finally, shale gas activity is picking up in other countries 
in the region. Shell and Ukrgazvydobuvannya in Ukraine, 
Chevron in Romania and OMV in Austria are among 
those expected to begin shale gas exploration drilling 
later in 2012. Could activities in these countries catch 
or pass Poland in the European shale gas race?

Heather Nicolson, Upstream research analyst,
Wood Mackenzie. heather.nicolson@woodmac.com
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PGE ready to deliver growth
Polska Grupa Energetyczna (PGE), Poland’s largest 
vertically integrated utility company, is well-placed to 
deliver EBITDA growth in the medium term as a low-
cost electricity producer with exposure to one of the 
largest electricity markets in Europe. 

PGE controls 37% of Poland’s electricity generation 
market and 30% of its distribution market and 
thanks to its ownership of two lignite mines 
(Belchatow and Turow) is roughly 68% self-sufficient 
in fuel supplies, which also translates into above-
average margins in the sector.

PGE offers a strong pipeline of new conventional 
thermal, renewable energy and nuclear generation 
projects (although the latter falls beyond our 
forecasting period up to 2020). We expect its 
electricity generation to grow from 52.7 TWh in 2010 
to 59.9 TWh in 2012 on the back of higher capacity 
utilization and the new 858-MW unit at Belchatow. 
As lignite power plants are first in the merit order in 
Poland, there should be no risks to PGE operating at 
high capacity. Its sales are also likely to grow at a 
higher pace than that of the market in general 
thanks to better pricing power versus competitors.

To date, PGE’s management have given the green light 
for two new blocks at the Opole power plant and the 
general contractor has already been chosen. With 
nominal capacities of 900 MW each, these two units are 
likely to be the biggest power projects realized in Poland 
in the next five years. The Opole project appears well 
positioned to gain from the cost synergies of scale, as 
the Opole power plant currently runs two hard coal-fired 
blocks with a total capacity of 1,532 MW. 

PGE also has several other projects under 
preparation. Overall, we expect PGE to add net 
capacity of 2,891 MW to the end of 2020, increasing 
production by 18.9 TWh to 71.7 TWh.

The company also intends to increase its exposure to 
renewable energy from the current 417 MW (except 
pump-storage which is not eligible for green certificates) 
by adding 1,000 MW of on-shore wind power capacity by 
the end of 2015 and a further 1,000 MW of offshore by 
the end of 2020. We remain sceptical about the 
feasibility of such ambitious targets, but we do 
recognize PGE’s efforts and its acknowledgement of the 
strategic shift in Poland’s electricity generation 
business towards cleaner generation.

The distribution business is expected to generate as 
much as 20% of group EBITDA in 2011. The gradual 
change in distribution tariffs in Poland towards RAB-
based tariffs started in 2008 and we expect the 
process to be completed by 2014. We believe the 
finalization of this process will clarify PGE’s 
regulated earnings in the years ahead.

The company is steadily increasing the volumes sold 
to end-users and is growing faster than the 
competition (almost 1.2pp higher growth after 
9M11). Even so, the contribution of the retail and 
wholesale businesses to PGE’s group EBITDA 
remains minor at 1.5% and 2.4%, respectively, and 
we expect to see a further decline as competition in 
Poland becomes fiercer and public demand for lower 
power prices may increase beyond 2013. 

This low participation of retail and wholesale in the 
total EBITDA is also a reflection of PGE’s long 
position in generation and the decision of the 
company to keep the margin in the conventional 
generation segment.

Overall, with the recent capacity expansion at 
Belchatow power plant and with expectations for 
continued positive developments on the Polish 
electricity market, PGE offers relatively attractive 
prospects. Rising domestic electricity consumption 
and production from the lignite-fired power station is 
expected to continue in the years ahead, which 
should drive the firm’s earnings.

We expect though a fall in its EBITDA in 2013 on the 
back of less favourable CO2 allowance quotas, 
although we believe the market already reflects the 
latter to a large extent. We appear to be more 
cautious than the market about the EBITDA retreat in 
2013. We expect profits to fall by as much as 11.8% 
year-on-year in 2013, which is 8.9% below the 
consensus. We believe this discrepancy stems from 
our more conservative baseload electricity price 
assumption for 2013 and we see some upside risks 
to our forecast.

We also like PGE’s cautious approach to capital 
expenditures, which in our opinion are economically 
justified and offer a return on the investment at 
least equal to the cost of capital of 9%. Despite the 
launch of huge investments in new units at Opole 
and a few other projects in the pipeline we expect 
the dividend yield to stay at an average 4.8% in the 
next four years, which we find attractive.

PGE trades at a discount to Western European power 
utilities, which we see as unjustified. In euro terms, 
PGE has underperformed the MSCI utilities index 
both over the last twelve months and over the last 
three months. PGE currently trades roughly 15% 
below its historical average on EV/EBITDA multiples. 
We believe this suggests an attractive valuation in 
relation to the company’s historic average. We 
forecast PGE’s net profit to rise 31.7% to Zloty 3.97 
billion in 2011, by 1% to Zloty 4.01 billion in 2012, 
before falling 21.7% in 2013 to Zloty 3.14 billion 
and rise in 2014 to Zloty 3.22 billion.

Robert Maj, analyst, KBC Securities
robert.maj@kbcsecurities.pl

nEw yEar viEwpoints poland
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Romania energy policy: 
Much ado about nothing
2012 will be yet another critical year for the Romanian 
electricity sector. In the short term, it must cope with 
the sluggish recovery of electricity demand after the 
2009-2010 drop in consumption and the spiking of 
wholesale electricity prices above EEX’s German prices 
caused by last year’s drought.

This year is also rather crucial for the long-term health of 
the sector as well. The resumption of investment in new 
generation capacity, such as the nuclear expansion of 
Cernavoda (1,400 MW) and the 1,000-MW pumped 
storage project in Tarnita-Lapustesti, is overdue and 
must occur this year if the country is to avoid serious 
capacity shortages after 2015. The government 
estimates that between 4,000 MW and 5,000 MW of 
installed capacity (mostly coal) needs to be replaced by 
2020 and about 13,000 MW by 2035. In addition, 
Romania must present a clear liberalization plan for its 
electricity and gas markets as well as prepare for post-
2013 compliance with EU environmental directives.

However, insufficient public funding for essential 
investment combined with an absence of significant 
private investment caused partly by bad public policies 
present a gloomy outlook for 2012 and beyond.

The twin pillars of the government’s energy strategy to 
be implemented this year are more like crutches. Neither 
is helpful in our opinion and should be regarded more as 
an evasion than an attempt at a meaningful solution to 
the problems confronting the gas and electricity markets.

The first crutch is the planned launch this year of initial 
public offerings (IPOs) or secondary public listings of 
state-owned companies on the Bucharest Stock 
Exchange. Hidroelectrica, Nuclearelectrica and the gas 
producer Romgaz are to be the subject of IPOs, but the 
government is willing to float only small packages of 
10-15%. The other companies are Transelectrica and 
Transgaz, which are already listed on the exchange.

The second crutch is to introduce professional, private 
management into some state-owned energy companies 
as a way to end chronic inefficiencies and management 
incompetence. Hidroelectrica will be among the first to 
receive new management in the first quarter of 2012.

Neither measure addresses the most basic requirement 
of the electricity sector today, which is full market 
liberalization, which in turn would attract the required 
new investment. Both merely serve to prop up state 
control over the energy sector (especially in the 
generation sector), ensuring that policy making remains 
opaque and harmful to the private sector. The 
government’s reluctance to step back blocks 
liberalization of the electricity and gas markets. 
Certainly it might help state-owned companies in the 

short term, which benefit from hidden subsidies, or 
customers who continue to enjoy cheap energy. But for 
as long as the gas and electricity markets remain under 
state control, no significant investment in the energy 
infrastructure can be expected.

The dry summer in 2011 exposed the capacity 
shortcomings of the generation sector, significantly 
denting Hidroelectrica’s output as well as endangering 
operations at the nuclear power plant in Cernavoda. The 
old and inefficient coal and gas-fired generation fleets 
were severely overstretched. And consumers ended up 
paying for the system’s inefficiency, as wholesale prices 
soared compared to historical averages.

Listing companies on the exchange might improve the 
liquidity of the exchange, but it will hardly make 
electricity generators better off. Investors are unlikely to 
be interested by such opportunities since the share 
packages are so small. Potential investors, who would 
be held captive by crony managements and opaque 
regulation, will be scared off.

It is still unclear if the government will allow generators 
to keep the money raised from IPOs to fund 
modernization of assets or whether these funds will be 
used to reduce the budget deficit. And the timing for IPOs 
is not ideal. IPOs are unlikely to be successful given the 
weak market conditions. Recall the failure last year of 
the government’s attempt to sell a residual package in 
Petrom, Romania’s most successful company.

The idea of private management makes sense in 
principle but it is largely window dressing. The 
government has the means to impose strict targets 
on today’s management if it wishes. Incompetent 
management is only partly to blame for the 
inefficiency of the sector. Political interference and 
cronyism are just as damaging.

Furthermore, the selection criteria and targets to be 
imposed on new management are still undefined and 
where they are defined, they are unclear. Moreover, the 
impact of new management will be limited for profitable 
generators like Hidroelectrica, which have prolonged 
most of their long-term supply contracts until 2018 at 
prices well below the average prices on Opcom.

Instead of the measures outlined above, the government 
should resume privatization of coal and gas-fired assets. 
It should liberalize the market and do its level best to 
keep investors sweet. And it must restart projects 
blocked by the government’s own mistakes. These are 
very difficult decisions which need to taken quickly. 
Parliamentary elections later this year will make it that 
much harder to embark upon the changes described. And 
so we should expect that 2012, like 2011, will be yet 
another critical year in which nothing critical gets done.

Alexandra Paun, Analyst, Candole Partners
alexandra.paun@candole.com
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Challenges for renewable 
developers in Ukraine
With domestic investors dominating fossil fuel-fired 
electricity generation and distribution in Ukraine, renew-
ables remain the most dynamic segment of the country’s 
power sector in terms of growth potential and ability of 
new players to enter the market. Since the latest version 
of the Green Tariff Law came in to force in April 2009, 
many local and foreign developers have started developing 
renewable projects, most notably wind and solar.

Experience from the last few years shows that Ukrainian 
developers have been more successful in navigating the 
complicated procedures and regulations and securing 
permits. Activ Solar commissioned three solar PV power 
plants with total capacity of 185 MW in 2011 with 
several hundred MWs more to follow.

Wind Parks of Ukraine commissioned 50 MW of capacity 
at the Novoazovskiy and Ochakovskiy wind farms last 
year and has projects exceeding 500 MW under 
development. DTEK, the largest Ukrainian private energy 
holding, is set to begin construction this year of its first 
wind farm – the 200-MW Botievo project – and will follow 
up with the 150-MW Berdyansk project. The total size of 
DTEK’s portfolio of wind projects is close to 1,200 MW.

It is reasonable to assume that these three developers, 
with their knowledge of the permitting process and high 
level political connections, will continue to lead the 
market in the nearest future and will jointly contribute at 
least 300 MW of new renewable capacity per year in the 
coming three-four years.

There is, however, also room for new players. Vindkraft 
Ukraine, a company owned by a group of foreign 
developers, installed the first 3-MW wind turbine at the 
end of 2011 proving that foreign players can also succeed 
in the Ukrainian market. Greenworx from Belgium jointly 
with Guris from Turkey have just completed acquisition of 
a 250-MW wind project making it the first large renewable 
project purchased by international investors.

German wind turbine producer Fuhrlander and Denmark’s 
Vestas are currently undisputed leaders of the market 
with most developers planning to install their wind 
turbines. Local production of Fuhrlander 2.5-MW turbines 
is due to start this year, while Vestas is also consider 
ing steps to ensure compliance with the local content 
requirement that comes in to force in 2012 and will rise 
to 50% (of the value of renewable project) in 2014.

There is also interest in the Ukrainian renewables market 
from large international EPC contractors. Even if no major 
deals have yet been concluded, we believe it is only a 
matter of time as local developers start understanding 
the benefits of working with these EPC contractors 
instead of trying to put all the pieces together on their 
own causing significant delays and higher project costs.

Notwithstanding Ukraine’s high country risk, there is still 
stable interest from international developers , most 
notably in small and medium-sized wind and solar 
projects. The general mistake of most domestic wind 
developers, focused mostly on re-selling developed 
projects, has been targeting large (100-400 MW) 
projects that proved to be difficult to develop in the view 
of complicated permitting procedures.

Many are now restructuring their projects with the 
aim of breaking them up, thus, facilitating potential 
joint ventures with foreign partners. We anticipate 
that at least several such wind and solar projects 
with capacity of 10-50 MW will be commissioned in 
the next two to three years. Such medium-sized 
projects also have more chances of securing 
financing from the EBRD and IFC or Russian banks, 
which remain the main sources of debt financing for 
renewable projects in Ukraine.

The number of biomass and pellet projects is also rising 
though the absence of an organized market and logistics 
cause long-term fuel supply uncertainty making it harder 
to finance such projects. Small hydro plants are mostly 
developed by local companies as the green tariff paid is 
significantly lower than that for solar, wind or biomass. 
We believe that it will be possible to expect 
commissioning of 10-30 MW of biomass and small hydro 
capacity on an annual basis. If the green tariff is 
expanded to cover landfill gas and biogas projects, a 
similar capacity can come from these sources .

We envisage that Ukraine can commission around 
1,300-1,700 MW of various renewable capacity in the 
next four-five years taking total renewable capacity to 
2,000 MW including already operational plants. Once 
this level is reached, further growth of renewables 
remains questionable in terms of grid stability factor and 
affordability for electricity customers.

Since green tariffs for various types of solar PV plants 
exceed average feed-in tariffs for similar plants in Europe 
by 40%, the long-term sustainability of solar projects is 
an issue. No studies have been performed to assess 
the level of renewable capacity that can be absorbed by 
the Ukrainian energy market without causing significant 
price hikes for customers.

Since all green tariffs are fixed in Euro, the very likely 
future devaluation of the local currency against the Euro 
could impact on wholesale and retail electricity prices. In 
such a situation, the sustainability of the whole incentive 
system for renewables could become an issue. A system 
of quotas with clear and transparent rules for their 
allocation would be welcome to make sure that all 
developers have equal chances to take their projects 
through to successful completion without preference 
given to well-connected local developers.

Yuri Kubrushko, Director, IMEPOWER,
yuri.kubrushko@imepower.com



12 EnErgy in East EuropE / issuE 231 / January 13, 2012

nEw yEar viEwpoints ukrainE

DTEK: A rare success story
Success stories are few and far between in the current 
global financial turmoil and economic downturn, 
especially in Ukraine, but there is one company which 
seems to be immune to both. DTEK, the country’s 
largest vertically integrated energy holding, has 
demonstrated dramatic improvement in operating and 
financial results and is on track for further rapid 
expansion this year. 

The company started its acquisition spree at the end 
of 2010 when it was awarded a 49-year concession 
for Dobropolieugol – a state-owned coal miner with 
annual production of around 3 million mt (on top of 
DTEK’s existing mining capacities of 19 million mt). 
In 2011 the holding secured concessions for two of 
the most attractive state coal miners – 
Rovenkianthracite and Sverdlovanthracite – with 
combined annual production of almost 14 Mt of 
thermal coal, which raised its share of the domestic 
thermal coal market to more than 60%. 

In the electricity sector, the holding was also a major 
beneficiary of privatizations. The government’s decision 
to retain 25% stakes in the energy companies being 
privatized clearly favors DTEK, which already owns large 
blocking stakes in its privatization targets. Minority 
stakes offered by the State Property Fund are of little 
interest to most outside investors, yet they allow DTEK 
to accumulate 60%+ stakes in the companies it targets, 
thus gaining almost full control. 

By the end of 2011 DTEK had won a tender for a 25% 
stake in Ukraine’s largest integrated utility Kyivenergo 
(1.2 GW installed capacity and 1 million customers) and 
an option to buy a 40% stake in Zakhidenergo (4.6 GW) 
– Ukraine’s only utility capable of exporting electricity to 
Eastern Europe. At the beginning of 2012, a 25% stake 
in Dniproenergo (8.2 GW of capacity) and a 40% stake in 
distributor Donetskoblenergo (1.7 million customers) will 
be sold off and there is little doubt that DTEK will win 
those tenders. Should it be successful, the holding will 
control 34% of Ukraine’s total installed capacity and 
25% of its electricity output. 

The acquisitions will ensure that the company reports 
even stronger financials next year, after what is 
expected to be a sparkling 2011. In H1 2011, DTEK 
reported 74% growth in revenues to $2.3 billion, 
almost doubled EBITDA to $637 million, and boosted 
net income by 71% to $277 million, on the back of 
18% increases in coal and electricity production, 
eightfold growth in electricity exports, and a tripling of 
coal exports. The second half of 2011 is expected to 
be at least as good. In 2012 the company may easily 
double sales as a result of the aforementioned 
acquisitions, becoming in the process the third largest 
company in Ukraine after state oil and gas monopoly 
Naftogaz Ukrainy and metal and mining group 
Metinvest (also SCM owned). 

Despite tight money markets, DTEK has secured close 
to $1 billion of loans and should it decide to proceed 
with an IPO, it may break Ukraine’s record in terms of 
funds raised. Yet the existence of such a company 
clearly undermines the competitiveness of Ukraine’s 
energy market, especially for the remaining stand-alone 
thermal power producers – Centrenergo and 
Donbassenergo. Optimists hope that DTEK will use its 
strong political connections to push for sector-wide 
reforms, to the benefit, too, of other industry players.

Dennis Sakva, Senior Analyst, Dragon Capital
sakva@dragon-capital.com

DTEK wins control of Dniproenergo

DTEK, Ukraine’s largest energy group, announced 
January 11 it had won, as expected, privatization 
tenders for a 25% stake in Dniproenergo, the 
country’s largest thermal power generator by installed 
capacity, and a 40.1% stake in Donetskoblenergo, the 
electricity distributor serving the Donetsk region. Its 
successful bids mean it now owns 72.6% in 
Dniproenergo and 71.3% in Donetskoblenergo.

DTEK offered Hryvna 1.174 billion ($146 million) 
for the stake in Dniproenergo and Hryvna 467.6 
million ($58.5 million) for the Donetskoblenergo 
shares. Since it was the only bidder for Dniproenergo, 
the State Property Fund will now appoint an 
independent appraiser to value the stake within 45 
days of the auction.

Dniproenergo operates three power plants in the 
Zaporizhya and Dnipropetrovsk regions with combined 
generating capacity of 8.2 GW. The company 
generated 17.3 TWh of electricity in 2011. Taking into 
account all its recent acquisitions, it is estimated that 
DTEK will come to control 34% of Ukraine’s total 
installed capacity, 54% of its total thermal power 
capacity and 25% of its total electricity output.

Donetskoblenergo is one of the largest power 
distributors in Ukraine with 9 TWh of annual electricity 
transmission volume (equating to 7.4% of Ukraine’s 
total). It supplies electricity to 1.7 million residential 
and 30,000 commercial and industrial customers. 
The company also operates the Mironovskaya 
combined heat and power plant with an installed 
electricity capacity of 275 MW.

DTEK also announced January 11 it had finalized 
the purchase of 45.103% in the country’s third 
largest thermal power producer Zakhidenergo with the 
signing of an agreement with the State Property Fund, 
raising its stake to 70.91%. DTEK said that it had 
paid its original winning offer of Hryvna 1.932 billion, 
which was Hryvna 34.5 million above the value 
determined by an independent appraiser. 
Zakhidenergo operates three fossil fuel-fired thermal 
plants with a combined capacity of around 4.6 GW – 
the 2,300-MW Burshtynskaya, 1,807.5-MW 
Ladyzhinska and 500-MW Dobrotvirskaya plants.
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Bosnia-Herzegovina

Breakthrough on TSO operation
A long-awaited breakthrough has been reached in 
negotiations between Republika Srpska and the Bosnian 
Muslim and Croat Federation (FBiH) on the functioning of 
Bosnia-Herzegovina’s single transmission system 
operator Elektroprenos-Elektroprijenos BiH.

The two governments have agreed to set up a new 
executive board, which will allow the grid operator to 
start fulfilling its role and enable it to invest around 
Marka 220 million ($143.5 million) that have been 
blocked on its bank account, Bosnian Serb officials 
announced in early January.

Elektroprenos-Elektroprijenos BiH said in a separate 
January 4 statement that an extraordinary shareholders 
meeting, requested by the Bosnian Serb government, will 
be held February 3.

Board president Ibrahim Colakhodzic said that the 
shareholders meeting would focus on changes to the 
company’s statute and principles for future investments, 
which were the main points of contention between the 
Srpska and FBiH governments in recent years.

“Changes will also be approved to the law that 
established Elektroprenos-Elektroprijenos BiH, which will 
enable the company to function properly. The current 
blockade in operations will be resolved at the February 
meeting,” Colakhodzic was reported as saying by 
Bosnian Serb state news agency Srna on January 4.

The Bosnian Serb Prime Minister Aleksandar 
Dzombic stated that in the future the transmission 
company must respect the ownership structure in its 
decision-making process and when considering future 
investment projects. “Hiring of Elektroprenos-
Elektroprijenos BiH staff must also reflect the ownership 
structure and if these principles are respected, then the 
company will be able to function,” he added.

This breakthrough also means that the Republika 
Srpska government is now unlikely to pursue its threat to 
set up a rival transmission company on its own territory, 
in accordance with a decision in October 2011. Republika 
Srpska owns 41.1% of Elektroprenos-Elektroprijenos BiH, 
while the FBiH controls the remaining 58.9%. The TSO 
was set up in 2004, when both entities transferred their 
respective transmission assets to the new company.

EPBiH reveals power sale deals
Sarajevo-based power utility EPBiH granted full public 
access to an electricity sale contract signed in November 
2011 with Rudnap consortium Banja Luka and Rudnap 
Group Belgrade, after a successful campaign by 
Transparency International forced the company to unveil 
the contents of the contract on December 20.

The documentation was made public after 
Transparency International Bosnia-Herzegovina (TI BiH) 

accused EPBiH of breaking a law on access to public 
information by preventing TI BiH from accessing the 
contract. TI BiH accused the utility of pursuing a policy of 
“non-transparency and secrecy when signing contracts of 
public interest”, hinting that the reason might be the 
fact that “other laws were also broken, in addition to the 
law on public access to information”.

According to the documentation sent to the NGO, 
EPBiH received 11 bids on October 31 for the 878.40 
GWh it offered for sale in the form of six separate lots in 
2012: Lot 1 (439.2 GWh), Lots 2-6 (87.84 GWh each). 
Bids were received from Montenegro’s EPCG, Belgrade-
based Statkraft Western Balkans, CEZ Serbia, Bosnia’s 
Korlea, Rudnap consortium, Capljina-based Ezpada, 
GEN-I Sarajevo, HSE BH, Repower Adria Sarajevo, 
Prague-based Alpiq Energy and EFT Switzerland.

EPBiH awarded Lot 1 to the Rudnap consortium that 
offered Marka 108.70/MWh, while contracts for Lots 2-5 
were awarded to the same consortium at an average 
price of Marka 110.93/MWh. RePower Adria secured Lot 
6 at a price of Marka 109.82/MWh. The full 
documentation is accessible from TI BiH’s website.

EPBiH returns to profit in 2011
Bosnia-Herzegovina’s dominant power utility 
Elektroprivreda Bosne i Hercegovine (EPBiH) expects to 
register a profit of Bosnian Marka 6.5 million ($4.3 
million) in 2011 as a result of increased production and 
higher realized prices on sales of its surplus supply, its 
general director Elvedin Grabovica said December 29

Speaking at a year-end news conference, 
Grabovica said that he expects the utility to improve 
on this next year despite forecasts for lower output 
due to the reconstruction of a unit at its 450-MW 
Tuzla coal-fired plant.

EPBiH benefitted from last year’s drought, which hit 
hydropower production across the region, forcing many 
utilities in the Balkans to buy electricity on the spot 
market, boosting power prices in the region. As a result, 
EPBiH sold its surplus power at an average price of €56 
per MWh, representing a 13% increase on last year’s 
prices, which in turn boosted its profits, Grabovica said. 
“This creates the basis for optimism that we shall 
accomplish even better business results next year,” 
Grabovica told the press conference.

The Sarajevo-based utility reported a 2.7% increase 
in its output to 7,373 GWh thanks to maximum 
utilization of its Kakanj and Tuzla coal-fired plants, which 
offset low hydropower production, Grabovica said. EPBiH 
produced only 15% of its power from hydro compared 
with 30% in 2010 following the worst drought in the last 
60 years. “This year the Kakanj and Tuzla plants 
achieved maximum electricity production with a 
significant increase in coal consumption,” he said. “We 
had the largest supply of coal and the highest price 
since 1999. We had maximum power output, maximum 
purchase of coal, maximum price of coal and maximum 
sale of electricity,” he stated.

Its profit guidance for 2011 represents a significant 
turnaround on 2010 when the company recorded a loss 
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of Marka 16.3 million due to high operating costs and 
low electricity prices, even though its electricity output 
rose 2% on the year before to 7,200 GWh.

Grabovica said that EPBiH invested a total of Marka 
186 million in its generation and distribution businesses 
in 2011, and planned to increase this to Marka 224 
million in 2012. Construction, he said, would begin in 
2012 on the 20-MW Vranduk hydropower plant, the 
46-MW Podvelezje wind farm and 15 small hydropower 
plants on the Neretvica River with capacity of 26 MW. 
Development of these three projects would require 
investment of Marka 348 million, he said. Grabovica 
said the company was also carrying out negotiations and 
finalizing financial plans for a new unit at its Tuzla plant. 
Grabovica announced future long-term investments of 
Marka 3.6 billion, including Marka 2.6 billion in thermal 
power plants, KM 785 million in hydropower plants and 
KM 250 million in wind farms.

New green surcharge introduced
Electricity consumers in the Bosnian Serb republic will 
see their monthly bills rise by Marka 0.0018/kWh 
(excluding VAT) as of January, following the introduction 
of a renewable energy surcharge, according to a decision 
published by the Republika Srpska energy regulator 
REERS in early December.

The new surcharge will secure sufficient funds for the 
payment of Marka 5.71 million in support for an 
expected 68.55 GWh to be produced this year by eligible 
renewable energy and cogeneration producers in 2012.

This is nearly a third less than the 195.01 GWh 
expected to be produced this year, according to a decree 
on renewable energy, which was published in April 2011, 
and which set annual targets for output from renewables 
and efficient cogeneration as a percentage of total 
production to 2020 as well as quotas for the installed 
capacities and volume of generated electricity that can 
become eligible for feed-in tariffs.

According to these targets, eligible renewables and 
efficient cogeneration should produce 4.28% of total 
production from 57.04 MW of capacity in 2012 rising to 
33.73% by the end of this decade. Srpska’s 2020 
renewable energy quota has been set at 230.80 MW 
and production of 744.56 GWh, including 100 MW (200 
GWh) of wind, 110.1 MW (495 GWh) of small hydro, 4.2 
MW (5 GWh) of PV solar and 16.5 MW (44.56 GWh) of 
biomass capacity, while the 2020 quota for efficient 
cogeneration was set at 100 MW (425.02 GWh).

All eligible producers will receive guaranteed feed-in 
tariffs or price premiums for a period of 15 years. 
Eligibility extends to wind farms with capacity of above 
10 MW, small hydro and biomass plants with maximum 
capacity of 10 MW, biogas plants with a maximum 
capacity of 1 MW, and efficient co-generators with 
installed capacities of up to 30 MW. The installed 
capacity of individual photovoltaic solar plants is not 
limited (apart from the quota).

The feed-in tariff for small hydro has been set at 
Marka 0.147/kWh (less than 1 MW), Marka 0.126 
(between 1-5 MW) and Marka 0.119 (5-10 MW). Wind 

plants are eligible to receive Marka 0.165/kWh from 
installed capacity of 10 MW or less, while output from 
capacity of above 10 MW is eligible for a premium of 
Marka 0.0809. Solar producers will receive Marka 
0.536/kWh (50 kW or less), Marka 0.452/kWh (1-50 
MW) and Marka 0.401/kWh (1 MW or more). Power 
plants fuelled with solid biomass are eligible to receive 
Marka 0.199 (1 MW or less) and Marka 0.173 (between 
1 and 10 MW), while the tariff for biogas plants amounts 
to Marka 0.225 (1 MW or less).

The feed-in tariff for efficient co-generation 
ranges from Marka 0.054/kWh (old lignite-fired 
plants) to Marka 0.151/kWh (new gas-fired plants) 
for up to 10 MW of capacity. For the remaining 
capacity up to 30 MW, cogen plants are eligible to 
receive a premium ranging up to Marka 0.0662/
kWh, depending on the technology employed.

Consulting services for Cijevna III
Elektro Doboj, the electricity distributor serving the 
region of Doboj in Republic of Srpska, invites 
prequalification applications by February 17 from 
qualified consultants to provide consulting services 
for the preparation, design and supervision of 
construction of the Cijevna III run-of-river hydropower 
plant on the Bosna River.

The contracted work will be financed through German 
bilateral financial cooperation provided via KfW 
development bank and by the European Union’s 
Instrument for Pre-Accession Assistance (IPA).

Cijevna III is planned to be developed between 
Doboj and Modrica as part of a cascade of six 
hydropower stations (Cijevna I to VI). The installed 
power of the station should be in the range of 10 
MW to 20 MW, which has to be calculated and fixed 
exactly by the consultant.

The project will involve the construction of a weir, 
spillway and stilling basin, a powerhouse for turbines 
and generators, erection of lateral river dams and dikes, 
construction of access roads and possibly excavation of 
river bed as well as the supply, transport and installation 
of electro-mechanical and hydro-mechanical equipment; 
a switchyard and a connection to the existing 
transmission network.

The project is supposed to be registered as a 
CDM project.

Elektro Doboj is a subsidiary of the state-
controlled power utility Elektroprivreda Republike 
Srpske, which holds a stake of about 65% in its 
capital. It is one of five regional electricity 
distributors serving the Republic of Srpska.

The complete prequalification notice document that 
contains all relevant details about requested services 
and documents can be downloaded from the websites: 
www.gtai.de or www.elektrodoboj.net. For further 
information, contact: Dragana Kovacevic, MH ERS 
Trebinje ZP Elektro Doboj a.d., Nikole Pasica 77, 74000 
Doboj, Bosnia and Herzegovina; Tel.: 00 387 53 209 
758; Mobile: 00 387 65 809 011; E-mail: dragana.
kovacevic@elektrodoboj.net
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Bulgaria

BEH to split ESO from NEK
Bulgarian Energy Holding (BEH) issued December 20 a 
tender for the selection of a consultant to assist with 
the unbundling of the Electricity System Operator (ESO) 
from the National Electricity Company (NEK), in 
compliance with the requirements of the EU’s third 
energy liberalization package.

The tender calls for financial and legal due diligence 
of both NEK and ESO and to elaborate and execute a 
business plan for the spin-off of ESO from NEK as well 
as a debt restructuring plan as assets that should be 
transferred to ESO have been used as collateral for 
loans awarded to NEK. According to publicly available 
data, NEK has received €483 million in loans from nine 
banks, of which €68.5 million have been earmarked for 
upgrading the transmission grid.

According to the tender, candidates were required 
to submit expressions of interest by January 10 and 
to file a tender submission form by February 1. For 
further information, visit: www.bgenh.com; Tel.: 00 
359 2 939 66 85.

Bulgaria ponders BEH listing
Bulgaria may float a 10-15% share of the Bulgarian 
Energy Holding (BEH) on the country’s stock market this 
year, or could sell minority stakes in the companies that 
comprise BEH, the holding set up to manage the major 
state-owned energy assets, according to separate 
statements in late December by the ministers of 
economy and finance.

Traicho Traikov, Minister of Economy, Energy and 
Tourism, said December 22 that the government may 
consider floating a minority stake in BEH, following the 
successful sale last month of the state’s minority stake 
in the distribution business of Austria’s EVN, only to add 
in the same breath that a strategy was being drafted for 
the sale of minority stakes in almost all companies within 
BEH. “Only stakes in the Kozloduy nuclear power plant 
will not be listed. As regards the other major companies, 
a sale of up to 34% of the shares could be achieved, so 
that the state retains full control over the management of 
the companies,” Traikov told a news conference.

The Energy Minister told journalists that the state-
owned stake in Maritsa East 2 TPP, the largest thermal 
power plant in Bulgaria, could be one of the first to be 
floated on the stock exchange. He explained that the state 
could retain a 51% stake in the plant because the private 
investor would be expected to build two new blocks.

Meanwhile, Simeon Djankov, the Minister of Finance 
and Deputy Prime Minister, told news portal dnevnik.bg 
that preparations were underway for the privatization of 
minority stakes of the Electricity System Operator (ESO) 
and gas operator Bulgartransgaz. “One way to go about 
this would be to sell 20-25% stakes of these companies. 
Another option would be to float a small stake of BEH as 
a whole,” Djankov stated, adding that the sale had to be 
wrapped up by the end of 2012.

EVN raises stake in regional disco
Austria’s multi-utility EVN increased its shareholding in 
the supply and distribution companies serving southeast 
Bulgaria in a sale of the state’s 33% stake on the Sofia 
stock exchange on December 21.

EVN said in a statement December 21 that it had 
acquired an additional 48,100 or 30.75%, of the 
shares of the distributor EVN Bulgaria 
Elektrorazpredelenie, as well as an additional 61,600 
or 32.73%, of the shares of EVN Bulgaria 
Elektrosnabdyavane. As a result, EVN holds a total of 
97.75% of the shares of EVN Bulgaria 
Elektrorazpredelenie and 99.73% of EVN Bulgaria 
Elektrosnabdyavane. The Austrian regional utility had 
previously held 67% stakes. The remaining shares 
were acquired by institutional investors.

“The decision to buy these shares confirms the long-
term commitment of EVN to the development of the 
energy sector in Bulgaria,” declared Jorg Sollfelner, 
chairman of the board of directors of EVN Bulgaria.

EVN, which acquired 67% in the southeastern 
regional distributor for €271 million in 2004, has 
since invested over Lev 900 million (€450 million) in 
Bulgaria. The EVN companies supply electricity to 
over 1.5 million customers over an area covering 
42,000 sq km.

The public offering also proved to be a major 
success for the Bulgarian government, which raised 
Lev 92.97 million ($62 million, €47.55 million), 
from the sale of almost all the shares on the first 
day of trading, well above its original target of Lev 
78.4 million.

The Sofia stock exchange said December 21 that 
a total of 112,795 of the 113,718 shares on offer 
were sold on the first day of trading with shares in 
the distributor EVN Bulgaria Elektrorazpredelenie 
sold at an average price of Lev 1,632.56 per share, 
18.8% higher than the minimum level set by the 
state of Lev 1,373.92, while shares in EVN Bulgaria 
Elektrosnabdyavane sold at an average price of Lev 
156.6 per share, 30.2% above the starting price of 
Lev 120.31. The sale of the outstanding shares was 
completed by December 23, the bourse said.

Bulgaria’s stock exchange said that the public 
offering boded well for the forthcoming listings of the 
state’s 33% stakes in the distribution and supply 
companies, which are majority owned by CEZ and E.ON. 
“May this auction be the beginning of the Bulgarian 
capital market’s revival,” executive director Vasil 
Golemanski said in a statement. “Its success is a good 
sign for the pending listings of the other electricity 
distribution companies in 2012”.

NEK asks for mid-term price hike
Bulgaria’s national power company NEK has asked the 
sector watchdog for a hike in its electricity sale price in 
the middle of the regulatory year.

Speaking at a press conference December 28 to 
mark the 20th anniversary of NEK’s creation, CEO, 
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Mihail Andonov, revealed the company’s irregular 
request for a 4.5% rise from the start of the year in 
the price it receives from distributors for power to 
cover the needs of “protected” consumers – 
households and small firms.

To date, the State Energy and Water Regulation 
Commission has not responded publicly. Regulated 
power prices are almost always set by SEWRC in mid-
year and remain valid till the middle of the next year.

According to Andonov, NEK had been selling this 
power at a loss since August – the price set at Lev 
76.42/MWh (€39.07, $49.62) at mid-year has been 
exceeded by an average cost of Lev 80.20 ($52.08).

Three factors explain this, said Andonov.
First, SEWRC’s calculations didn’t fully factor in 

the preferential price of renewables and 
cogeneration-based power that NEK is obliged to 
buy. One reason is that gas-fired cogen prices – the 
only electricity prices that are normally calculated 
quarterly – rose in October to reflect the Q4 gas 
price hike, with NEK paying 8.9% more for power 
produced by the Sofia heating utility, for instance, 
and 6.1% more for electricity generated by those of 
Varna and Plovdiv. SEWRC also decided on upward 
“corrections” of 4-5% in late December.

Second, said Andonov, NEK has been obliged to buy 
expensive cogen-based power (at Lev 156.2.MWh) from 
the lignite-fired Brikel power plant, which received 
environmental clearance to reopen last July – a 
contingency not covered by SEWRC’s calculations. 
Third, high household power consumption – up year-on-
year 7% in 2011 as a whole and 18% in December 
alone – meant that NEK exceeded the regulated-price 
supply quotas assigned to it mid-year, and had to buy 
more expensive power produced by the country’s cold 
reserve at Varna TPP.

NEK’s profits were also eroded by the year’s 
drought. The large hydropower plants that are its only 
production assets generated just 1.3 TWh in 2011, 
said Andonov, compared with 5.2 TWh in 2010. And, 
while national exports have soared, those of NEK 
specifically were running at 420 MW in late 2011, 
compared with 950 MW in 2010.

NEK still turned a profit, but it was largely a matter 
of dividends from companies in which NEK is a 
shareholder. Overall, pre-tax profits fell from Lev 102.5 
million in 2010 to Lev 70 million in 2011. And post-tax, 
incidentally, 80% of profit will be transferred to the 
Bulgarian Energy Holding as dividend.

NEK nevertheless invested Lev 170 million in 
2011, said Andonov – Lev 80 million of it supplied by 
the EBRD – with important improvements including a 
high-voltage line serving the Kaliakra Wind Power and 
AES Geo Energy projects and a substation improving 
supply to the Sunny Beach resort. Planned investments 
for 2012 total Lev 220 million: that will be enough to 
allow rehabilitation of the “problematic” grid in the 
northeast “within two or three years”, said Andonov, 
while noting that grid assets will soon be the 
responsibility of ESO, currently NEK’s daughter 
company but due for unbundling.

Kozloduy sets output record
Kozloduy, Bulgaria’s only nuclear power plant, produced 
record output of 16.3 TWh in 2011, exceeding the 
previous record set in 2008 by over 0.5 TWh, the plant’s 
state-controlled operator said January 3.

The plant’s two 1,000-MW pressurized water reactors 
also recorded a record utilization rate of above 93% last 
year, Kozloduy NPP said, adding that it had fulfilled its 
production plan of 15.27 TWh on December 11.

Located on the Danube, around 200 km north of 
Sofia, the plant comprises two VVER-1000 reactors. 
Units 5 and 6 were commissioned in 1987 and 
1991, respectively. Both units will have their 
installed capacity increased to 1,100 MW in 
upgrades to be completed by 2014.

Alerion buys into Krupen wind park
Italian renewable energy developer Alerion Clean 
Power announced December 15 that it had 
completed the acquisition of 51% of the share 
capital of four project companies, controlling 
together a 12-MW wind farm in Krupen in 
northeastern Bulgaria, for the sum of €3.9 million.

The Milan-listed developer said in a statement that 
the final purchase price would be subject to a later 
adjustment depending on the net financial position at 
the transaction closing date.

The plant in the village of Krupen, part of the 
municipality of the Black Sea coastal resort of Kavarna, 
has been operating since the end of 2010. It is 
expected to produce around 28.8 GWh per annum.

Last October, Alerion Clean Power said that 
through its fully owned subsidiary Alerion Energie 
Rinnovabili it had signed a purchase agreement with 
Denmark’s European Energy for a majority stake in 
the wind farm. At the time it said that based on the 
purchase price of 3.9 million, the enterprise value 
amounts to about €17.6 million.

With this acquisition, Alerion has expanded its 
footprint in Eastern Europe, where it is already operating 
in Romania and Hungary.

Central Europe

Romania joins coupling initiative
Romania has officially joined a market-coupling initiative 
launched last year by the Hungarian, Czech and 
Slovakian power exchanges, aimed at creating a region-
wide electricity market, Hungary’s HUPX exchange 
announced in a statement December 20.

“The steering group of the Czech-Slovakian-
Hungarian market coupling project has accepted the 
official application handed in by Romanian market 
operator OPCOM, grid operator Transelectrica, and 
ANRE, the Romanian energy regulator,” HUPX said. 
“Discussions on the integration process will begin in 
the coming weeks.”
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HUPX, which coordinates the project, Czech 
market operator OTE and Slovakian counterpart 
OKTE announced in 2010 they intended to achieve 
price coupling of their day-ahead power markets as 
of July 2012.

The parties eventually hope to join Western 
Europe’s CWE/NWE market region, as part of a 
larger goal to create an EU-wide internal electricity 
market by 2014.

Parallel with Romania’s accession, Polish authorities 
and market stakeholders have also expressed an 
interest in joining the market-coupling initiative, HUPX 
said. Possible cooperation with Polish parties would also 
be discussed in the coming period.

EEX platform to include CEZ data
Czech power producer CEZ and Germany’s European 
Energy Exchange said December 20 they have agreed to 
extend the EEX-operated internet-based data platform 
“Transparency in Energy Markets” in its voluntary section 
to data from the Czech Republic.

Preparations have already begun to allow first data 
publication in early 2012, the companies said in a joint 
statement. Both companies expect a data coverage of 
some 60% of the total installed generation capacity in 
the Czech balancing zone.

CEZ will make available information on available 
capacity, actual production of the previous day as well 
as planned and unscheduled outages, which are 
reported for all of its Czech generating units, which in 
turn will see it fulfil its REMIT requirements.

“Transparency in Energy Markets” is a neutral 
platform for energy market data which fulfils the 
statutory publication requirements and implements 
voluntary commitments of the market participants.

The transparency platform for generation and 
consumption data (www.transparency.eex.com) was 
established by EEX together with the four German 
transmission system operators – 50Hertz, Amprion, 
ENBW Transportnetze and TenneT – and the Austrian 
transmission system operator Austrian Power Grid. 
Currently, 40 German and Austrian companies directly 
submit data to the platform.

Czech Republic

State support for Temelin?
The Czech government has indicated that it is willing to 
give support to state-controlled electricity company CEZ 
allowing it to proceed with the construction of two new 
reactors at its current Temelin nuclear power plant in the 
south of the country.

Prime Minister Petr Necas was cited in the 
December 16 edition of Czech daily Mlada Fronta 
Dnes as saying that all large infrastructure projects 
in the current troubled economic times would need a 
more active role from the state, while confirming that 
CEZ is holding talks with the government over 

possible state guarantees for the two reactors. He 
added, though, that it was too soon to say what 
support the expansion could receive.

“At a time when the whole European Union finds 
itself in uncertainty regarding its future, it is likely 
that for any big infrastructure projects, from airports 
to highways to power plants, bigger state activity will 
be needed,” Necas was quoted saying in the paper. 
“Quite how and to what extent [the aid for Temelin 
will be] is too early to say,” Necas said. “At the 
moment the tender for building the Temelin reactors 
is taking place and we are concentrating on that in 
order to ensure that we will make a good choice,” 
Necas added. 

The three bidders for the contract – Westinghouse, 
Areva, and a joint venture between Russia’s 
Atomstroyexport and Czech company Skoda JS – should 
submit offers by July 2, 2012, with the choice of a 
winner made by the end of 2013.

CEZ chief executive Daniel Benes told the daily that 
“we are conducting a debate with the state about what 
role it could have during the construction of nuclear 
capacity on its territory. I don’t know of any project 
anywhere in the world that has not been built without 
some sort of state support.” He added that talks were 
at an early stage. “The main thing is that we will not be 
negotiating about some support. We say that it is 
necessary to have an open debate. Maybe some sort of 
government advisory committee will be created”.

Mlada Fronta said that although CEZ is pretending 
it is arms length from the talks, it has drawn up a 
list of types of government support offered by other 
governments worldwide with the observation that 
large amounts of aid are usually offered by the 
state. CEZ’s director for nuclear power plant 
construction, Petr Zavodsky, was reported as saying 
in early December that the utility may seek to secure 
guaranteed rates for nuclear power production to 
fund the expansion of Temelin.

The Ministry of Industry and Trade told Platts in 
early December in connection with that speculation 
that it could not comment at the moment on any 
discussion about state guarantees for the 
construction of new nuclear capacity at Temelin. Any 
type of aid would require approval from the European 
Commission in Brussels.

CEZ buys out Teplarna Trmice
Czech state-controlled power group CEZ announced 
December 27 that it had become the sole owner of 
Teplarna Trmice, a heat and power producer and 
distributor serving the northern city of Usti nad Labem, 
after buying out the remaining 15% stake held by the 
Czech unit of French energy services company Dalkia.

CEZ said in a statement that it had exercised an 
option to buy out the stake in Teplarna Trmice on the 
same terms of its original acquisition in November 
2009. CEZ said the overall price for the company, which 
comprises the Trmice heating plant and a 20% stake in 
the local heat distributor Tepelne Hospodarstvi Usti nad 
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Labem, was Koruna 5.7 billion ($290.27 million). CEZ 
said that approval from the local competition office was 
not required.

The heat and power company serves around 
30,000 households in and around Usti nad Labem. 
It has installed capacity of 88 MWe and 469 MWth 
together with a heat and hot water grid spanning 
around 125 km.

CEZ already has interests in the region: Martia, 
an engineering company with a workforce of 120 
based in the city, and PPC Uzin, a project company 
set up to build a combined cycle gas turbine plant at 
nearby Usti. CEZ has planning permission for a 220-
MWe CCGT unit but has been blocked from 
increasing the plant’s capacity to 400 MW by public 
opposition over fears of increased air pollution.

CEZ has been seeking to expand its heat 
business in its home market on the grounds that the 
stable regulated returns are attractive given the 
fluctuations in electricity prices. In addition, given its 
position as the country’s dominant electricity 
producer, the company also has limited opportunities 
to expand through acquisitions in the power 
generation sector, with the Czech competition 
watchdog currently conducting an in-depth probe of 
its plans to take over the Energotrans power plant 
around 30 km north of Prague.

Spot volumes up 73% in 2011
Czech electricity market operator OTE reported 
January 2 a 73% year-on-year increase in day-ahead 
market volumes traded in 2011 to 10,014 GWh 
compared with 5,786 GWh in 2010. The total 
volume traded on OTE’s day-ahead spot market 
(organized within coupled day-ahead market of Czech 
Republic and Slovakia) represented over 15% of 
overall Czech electricity consumption, OTE added in 
a press statement.

The average hourly price on OTE’s day-ahead market 
in 2011 was €50.56/MWh, it said, while the 
comparable OTC contract averaged €52.73/MWh 
throughout the year, Platts data showed.

OTE also highlighted a significant increase in 
traded volume on the exchange’s intraday electricity 
market and the intraday gas market last year. The 
total volume of electricity traded on the intraday 
electricity market was almost double that of the year 
before at 379 GWh, up from 173 GWh in 2010, 
while the total volume of gas traded on the intraday 
gas market more than tripled from 59.3 GWh to 188 
GWh, and sold at an average price of €22.88/MWh.

Looking ahead to this year, OTE said that further 
development of day-ahead market is expected with 
the introduction of negative prices from February 1 
and the additional extension of already coupled day-
ahead electricity market of Czech Republic and 
Slovakia with day-ahead electricity market of Hungary 
by July 1. The CEE project seeks to replicate the 
model in place in the Central West Europe region of 
Germany, France, the Netherlands and Belgium, 

where implicit market coupling for day-ahead auction 
was introduced in November 2010.

OTE said that further expected integration of day-
ahead and intraday markets on the implicit capacity 
allocation basis will contribute to additional development 
of short-term trading in the Czech Republic.

Apart from the day-ahead spot power market and 
intra-day market OTE also operates the block 
electricity market and, in cooperation with 
transmission system operator, CEPS, the balancing 
market. OTE also organizes the day-ahead spot gas 
market for market participants.

Greece

Greece to put renewables  
on sustainable path
Greece’s Ministry of Environment, Energy and 
Climate Change announced December 21 a €2/MWh 
($2.60/MWh) charge on lignite-fired power output 
and a reduction in renewable energy subsidies, in 
order to put the country’s green energy program on a 
sustainable footing.

Noting that the country’s renewables fund was 
running a €200 million deficit for 2011, the ministry said 
the viability of the mechanism was “a prerequisite for 
the continued operation of installed and developing 
renewables.” This, however, should not be at the 
expense of the budget deficit “nor entirely at the 
expense of consumers, who are already in a difficult 
economic situation.”

Having consulted state transmission system 
operator HTSO and regulator RAE, the ministry said it 
had decided on a two-phase streamlining of the 
energy market “based on the protection of final 
consumers from significant increases in charges, 
while simultaneously ensuring the smooth payment 
of renewable energy sources.”

The first phase, to December 2012, would see the 
adjustment of guaranteed tariffs for some renewables 
(not specified) “taking into account the gradual reduction 
of installation costs and improved efficiency of certain 
renewable energy sources,” the ministry said.

These adjustments would not be retroactive, it 
said, also noting that the overall renewables support 
budget for 2012 would rise in line with RAE 
recommendations. Renewable energy funding would 
be supported by the sale of some 10 million mt of 
CO2 emission rights in 2012, the ministry said. In 
addition, a temporary charge of €2/MWh on lignite-
fired generation would contribute around €55 million 
to the renewables fund. “The aim is to rationalize 
the cost of lignite-fired units and the balance on the 
wholesale market between different technologies 
and fuels,” the ministry said.

In a second stage from January 2013, “significant 
revenue” would be available to finance renewables from 
the auctioning of all CO2 emission rights, including from 
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currently exempted plant, under phase three of the EU’s 
Emissions Trading Scheme, the ministry said.

“Furthermore, 2014 will mark the transition to a 
new wholesale market model that provides for 
exchange of energy (on a voluntary basis) and 
bilateral contracts,” the ministry said.

Under the new rules the system administrator will be 
obliged to sell green power “in a transparent and 
efficient way in order to collect revenue for the special 
renewables account,” it said.

In a separate move to boost the renewable fund’s, 
the regulator decided December 20 to triple a special 
renewables charge, collected through electricity bills, to 
an average €5.43/MWh from €1.8.

On the other hand, Greece will cut guaranteed feed-in 
tariffs for green energy producers. The move reflects 
“lower installation costs and more efficient 
technologies,” the ministry said without elaborating. 
Industry sources said they expected the reduction to 
apply primarily to subsidies for solar energy, not wind.

Greek installed renewables capacity exceeds 2.4 
GW, most of which is wind plant, representing around 
7% of Greece’s total power supply, against 46% for 
lignite and 8% for fuel oil. In September the government 
launched Project Helios, an ambitious plan to install 10 
GW of solar power capacity by 2050, with 2.2 GW in 
place by 2020.

Regulated prices increased
Greek state-controlled power utility PPC announced 
December 29 an average 9.2% increase in regulated 
electricity tariffs with effect from January 1.

PPC said in a stock market filing that the increases 
in electricity prices for residential customers range from 
9% to 12.1% and would be higher for customers with 
higher consumption. In this customer category, the 
electricity bills for those with consumption higher than 
3,000 kWh are 54% higher than those with the lower 
consumption, it said.

The social residential tariff would remain 
unchanged as would large family tariffs, it added. It 
did not reveal the tariff increase for commercial 
consumers saying only that it adopted “a reasonable 
increase for business tariffs and especially for small 
and medium business tariffs”.

Of the 9.2% average increase for low voltage 
consumers, 1.1% represents compensation of PPC 
for increased generation costs. The remaining 8.1% 
relates to compensation for public service 
obligations due to the Social Residential Tariff, the 
special consumption tax on diesel and heavy fuel oil 
and the increase of the international fuel prices 
(3.5%), a special consumption tax on natural gas 
(2.6%), a lignite levy of 0.9% and VAT of 1.1%.

PPC had asked for a 20% hike while regulator 
RAE had recommended a 16% increase.

Energy Minister George Papaconstantinou said the 
same day that the 80% discount in bills for PPC’s 
employees and pensioners is to be abolished and the 
public television surcharge in electricity bills is to be 

reduced. He required PPC to reduce debt through use of 
fixed assets, reduce operational expenditure by 10-15% 
and make a profit in 2012.The government aims to sell 
17% of its 51% stake in PPC in the third quarter of 2012.

Hungary

Regulated energy prices rise
Regulated electricity, heating and natural gas prices for 
Hungarian households and public institutions have risen 
by as much as 4.2% as of January 1, to reflect higher 
gas prices and the weaker Forint.

“Due to recent changes in conditions – including an 
increase in global natural gas prices and the weakening 
of the Hungarian currency – the security of energy 
supplies cannot be maintained at the current end-user 
price levels,” Hungary’s Ministry of National Development 
explained in a statement issued December 29.

The ministry announced an average rise of 1.2% in 
electricity end-user prices in net terms and an average 
gross increase of 2.7%. Actual gross price increases at 
various utilities will range from 0.6% to 4.2%, it said. 
District heating prices – also centrally regulated – have 
also been increased by 4.2% in January.

Net natural gas prices have risen by an average 2.6% 
as of January 1. As Hungary’s top VAT rate will rise from 
25% to 27% at the start of this year, the gross price 
increase for consumers will be 4.2%.

In mid-2010, Hungary’s incoming centre-right 
government re-introduced regulated prices in the household 
and public segment, and froze prices. However, prices were 
raised in early 2011 in response to higher global energy 
prices. Prior to the latest increases, households paid Forint 
48-49 ($0.20)/kWh gross for electricity, Ft 125-131 
($0.52-0.55) per cu m gross for gas consumption of up to 
1,200 cu m per year, and Ft 142-150 above that.

Foster Wheeler wins HRSG order
Foster Wheeler announced January 5 it had been 
awarded a contract for the supply of two heat recovery 
steam generators for an 860-MW combined cycle gas 
turbine (CCGT) plant being built near Budapest in 
Hungary by Spain’s Tecnicas Reunidas.

The plant is being built by the Spanish contractor 
on behalf of CM European Power International, a 
joint venture between the Czech utility CEZ and 
Hungarian oil and gas company MOL, under a 
contract signed last October.

The US engineering contractor and power equipment 
supplier said it will design, supply and provide advisory 
services for erection and start-up of the two heat 
recovery steam generators, which will be coupled to 
two Siemens combustion turbines model SGT5-4000F, 
with a total gross installed capacity of 860 MWe. 
Foster Wheeler said it expects to finalize the contract 
and to receive full notice to proceed in the second 
quarter of 2012, adding that delivery of the HRSGs is 
scheduled for mid-2013.
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Last October, MOL said that the project, located next 
to its flagship Duna refinery, is expected to enter 
commercial service in the first quarter of 2015 at an 
expected total investment cost of €600 million.

lithuania

Hitachi initials Visaginas deal
Japan’s Hitachi signed a preliminary agreement with 
the Lithuanian government December 23 to build the 
1,340-MW Visaginas nuclear power plant in the 
Baltic state, with a final agreement expected in 
spring 2012, according to a statement posted on the 
government website.

The agreement, signed by Lithuania’s deputy energy 
minister Zygimantas Vaiciunas and Hitachi deputy 
president Masaharu Hanyu, defines the contents of the 
concession contract and sets down the key principles 
according to which the concession contract will be 
concluded together with the regional partners of the 
project. The government statement said that the 
concession agreement would be sent to parliament, the 
Seimas, to be ratified this spring.

“We will work on the final deal with our regional 
partners, and hope the parliament approves it in spring 
next year,” Lithuanian Prime Minister Andrius Kubilius 
told journalists after the signing. “Today we are recording 
the results of intensive half-year negotiations. This is an 
intermediate point. An agreement on the key principles 
and provisions of the concession agreement has been 
reached,” Vaiciunas said. Lithuanian officials declined to 
reveal details but sources involved in the talks said 
earlier the agreement was expected to include Hitachi’s 
commitments to invest in the new plant.

Hitachi was selected in July 2011 to become the 
strategic investor with its subsidiary Hitachi-GE Nuclear 
Energy selected to supply its Advanced Boiling Water 
Reactor (ABWR) for the Visaginas project, which is 
planned to be built on the site of the Ignalina nuclear 
plant in Lithuania, to replace the two 1,300-MW RBMK 
units that were shut down there as part of Lithuania’s 
EU membership agreement.

Latvia and Estonia are also expected to invest in the 
project, though Poland’s major power group PGE will not 
after it announced it had suspended its participation in 
the project in December (EiEE 229/1).

Each partner is expected to get a share of 
electricity generated by the plant depending on their 
investment. Lithuania will have at least a 34% stake 
in the new plant, estimated to cost less than €5 
billion ($6.5 billion). Lithuania’s government expects 
the construction of the new plant to start in 2014 for 
it to be operational by 2020.

Geidre Krinicina, a spokeswoman for project 
company Visagino Atomine Elektrine, told Platts 
December 20 that the project would proceed on 
schedule, despite Poland’s decision not to participate. 
She said that ownership shares in the project and the 
corresponding share of electricity that partners will be 

entitled to “will have to be adjusted ... but it is not 
anticipated that the ability of the other investors to fully 
subscribe to the project will be impacted”.

In a statement December 14, Lithuanian 
President Dalia Grybauskaite said Poland’s decision 
to drop out of the project might benefit the other 
partners. She said a 1,340-MW plant is “too little for 
the needs of four countries. It was only natural that 
some participants would make the decision to leave, 
based on commercial matters”.

Macedonia

Macedonia studies Crna hydro bids
Macedonia’s government said December 30 it had 
postponed until January 24 a final decision on the 
tender to construct and operate the 333-MW Cebren 
and 193.5-MW Galiste hydropower plants pending 
the outcome of an evaluation of the two bids 
submitted last month.

Greece’s state-owned power company PPC and a 
consortium of China Three Gorges Project Corporation 
and China International Water & Electric Corporation 
submitted binding bids on December 15 in the second 
phase of the tender. The tender commission had been 
expected to reach a decision by the end of last year. 
However, the tender commission decided it needed 
additional time to study the two bids.

Following the submission of the two bids, the 
government revealed that PPC had offered a 28% equity 
stake in the future power plants to Macedonia’s state 
power producer Elektrani Na Makedonija (ELEM), while 
the Chinese consortium offered a 40.5% stake. 
According to the terms of the tender, the percentage of 
shares offered to ELEM will be the main criterion used in 
the selection of a winning bidder.

The Cebren pumped-storage plant and the Galiste 
storage hydropower plant, on the Crna River in southern 
Macedonia, are to be built and operated under a 
concession in a public-private partnership with ELEM. 
The projects are expected to take six-seven years to 
build at an estimated total cost of around €700 million. 
The strategic investor will also have the exclusive right 
to operate and maintain the existing Tikves hydropower 
plant on the Crna River, to allow the three stations to be 
managed as a single hydro system.

According to sources, if a concessionaire is 
selected, construction of the hydropower plants will 
begin in 18 months, once ELEM completes the 
access roads and other infrastructure, which would 
suggest commissioning of the two plants towards 
the end of this decade.

The two bidders were among ten to have been 
shortlisted last March after the first stage of the 
tender (EiEE 212/13). Final bids were originally due 
last July before the deadline was extended to 
December 15. The tender is the third to be issued 
for the Crna River hydropower projects after the 
failure of the first two.
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Montenegro

EPCG decries 2012 price rise
Montenegro’s energy regulator approved December 20 
an average electricity price rise of 6.1% for 2012, which 
the country’s vertically-integrated power utility 
Elektroprivreda Crne Gore (EPCG) said was not nearly 
enough to cover higher operating costs.

EPCG, in which Italy’s biggest regional utility A2A 
holds a 43.7% stake, said the new tariff was far 
below its expectations and comes as the company 
will post a €40 million ($52 million) loss in 2011. 
“The new tariff is below a level that could stimulate 
investments and it may also hurt EPCG operations,” 
it said in a statement. “As a result of factors that 
EPCG could not influence, the company will post a 
year-end loss of 40 million euros.”

Record low water levels in the Balkans due to a 
prolonged drought cut power output last year by up to a 
third and forced the utility to increase expensive 
electricity imports to meet demand, EPCG said. The 
utility has the potential to produce 10 TWh of 
hydropower annually but now only utilizes 17% of that 
capacity due to the drought.

Poland

RWE to sell Polish assets: report
German power utility RWE is considering selling its 
assets in Poland, the daily Puls Biznesu reported 
December 23, citing an anonymous banker and an 
investment fund source.

The daily said RWE was seeking an adviser for 
the sale. The company declined to comment on the 
report. “We never comment on speculation,” Iwona 
Jarzebska, an RWE spokeswoman, told Platts. 
“We’ve been in Poland for 20 years and this is an 
important market for RWE. We keep developing and 
investing; for example, we plan to have 300 MW of 
wind capacity by 2015.”

The company owns the Stoen electricity distribution 
network which supplies 900,000 customers in the Polish 
capital Warsaw and its suburbs. It also owns three wind 
farms with installed capacity of 108 MW and has a 
69.56% stake via Mitteldeutsche Energie, in the 
81-MWe, 520-MWth Elektrocieplownia Bedzin CHP plant, 
which supplies heat to the region of Zaglebie Dabrowskie 
in Silesia in south Poland. The assets are estimated to 
be worth around $1 billion.

RWE has stepped up its divestment program after 
Germany’s decision to accelerate its phase out of 
nuclear power and is aiming to sell €11 billion ($14.4 
billion) worth of assets by the end of 2013.

Sweden’s Vattenfall sold its Polish assets – a 
distribution network in Silesia and its cogeneration 
plants in Warsaw – last year for a combined Zloty 
7.58 billion ($2.2 billion) after it decided to focus on 
its core markets.

Poland tables new energy bills
Poland’s Economy Ministry announced December 22 two 
new bills to cover the natural gas and renewable energy 
sectors, and a set of amendments to the existing Energy 
Law to protect sensitive end users from future 
deregulation of prices.

Although ministry officials did not present the draft 
bills, Tomasz Dabrowski, the director of the ministry’s 
energy department, told a news conference they were 
designed to organize and simplify the power and heating 
sector’s regulations.

Proposed amendments to the country’s 1997 
Energy Law include new regulations to protect socially 
disadvantaged end users from the future liberalization 
of the country’s retail power sector, provisions to 
extend support for cogeneration, and changes for the 
regulatory agency URE, including the appointment of a 
consumer rights spokesman and the creation of an 
arbitration court to decide disputes between power 
companies and their clients. 

In addition, the president of URE would sit for a 
five-year term, in accordance with EU directives. 
Currently the energy regulator can be dismissed by 
the prime minister at any point after his or her 
appointment.

The proposed new Gas Law covers many areas 
previously included in the Energy Law. It will also offer 
protection for end users. “We focused here on market 
regulations and tariff questions,” Waldemar Pawlak, 
Economy Minister, said. Individual end users will 
continue to pay regulated gas tariffs but prices for 
industrial users will gradually be deregulated. The law 
also creates the legal framework for virtual trading 
points in the Polish network.

The Renewable Energy Law has attracted the most 
controversy as the government plans to make savings of 
Zloty 2 billion ($589 million) by reducing support for 
hydro, co-firing and large wind farm projects.

The new bills and amendments will now be sent for 
public consultation. To be enacted they require 
governmental and parliamentary approval. Industry 
analysts doubt any of the proposals will be enacted 
before the end of 2012.

PGE seeks bids to build CHP units
Polska Grupa Energetyczna (PGE), Poland’s largest 
power company, launched tenders late December for 
the construction of three gas-fired combined heat 
and power units at its Pomorzany, Bydgoszcz and 
Gorzow power plants. Bids are invited by February 17 
for the design, supply, installation and 
commissioning of the units.

Bids are invited for new units, comprising at 
least one gas turbine with a net capacity of 220-
270 MW and net efficiency of at least 50% at its 
Bydgoszcz and Pomorzany coal-fired CHP plants. 
PGE also seeks bids for a combined-cycle gas 
turbine unit with a net capacity of 100-140 MWe at 
its CHP complex in Gorzow, in western Poland. The 
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final capacities of the units would be decided 
following negotiations with the winning contractors, 
the company said in a statement.

Elektrocieplownia Bydgoszcz currently has 
installed capacity of 252 MWe and supplies heat 
and power to the city of Bydgoszcz in north central 
Poland. Elektrownia Pomorzany in northwest Poland 
has installed capacity of 134 MWe and 325 MWth 
and supplies heat and power to the city of Szczecin. 
The plant forms part of PGE’s Zespol Elektrowni 
Dolna Odra complex. Elektrocieplownia Gorzow 
comprises two units with a combined installed 
capacity of 97 MWe and 270 MWth.

KBC Securities said that based on projected 
capital expenditure for the three units of Zloty 1.98-
2.69 billion (€450-612 million), it considers the 
investments to be economically viable. “According to 
our power sector model, CHP plants will cover the 
cost of capital in 2018 based on a long-term CO2 
prices forecast of €18/t and natural gas price of 
Zloty 1.2 per cubic metre,” said the brokerage’s 
Polish market analyst Robert Maj.

Bogdanka signs Polnoc supply deal
Lubelski Wegiel Bogdanka, a privately-owned Polish 
hard coal miner, announced December 20 the 
signing of a long-term contract worth a potential 
Zloty 10.352 billion ($3.09 billion) with Kulczyk 
Investments to supply steam coal to its planned 
Elektrownia Polnoc power plant in Pomerania in 
northern Poland.

“The estimated value of the agreement based on this 
year’s prices is Zloty 10.352 billion net, on the 
assumption that the supplies will last the full 21-year 
period,” Bogdanka said in a statement.

Poland’s wealthiest businessman, Jan Kulczyk, is 
planning to build two hard coal-fired supercritical units of 
between 780-1,050 MWe each in Pelplin, Pomerania. 
His investment vehicle, Kulczyk Investments, was 
awarded a construction permit to build the plant by the 
local authorities in Tczew in July 2011. In May Kulczyk 
Investments said that pre-qualification for the turnkey 
engineering, procurement and construction tender for the 
first unit had been completed. Commissioning of the 
first unit is scheduled in 2016-2017.

Lubelski Wegiel Bogdanka, based in Puchaczow, 
Lubelskie province, southeast Poland, currently sells its 
steam coal between Zloty 370/mt net ($107.91/mt) to 
Zloty 600/mt net ($174.99/mt).

Bogdanka extends coal contracts
Lubelski Wegiel Bogdanka, a privately-owned Polish hard 
coal miner, announced in late December it had 
concluded one-year extensions to three existing supply 
contracts worth almost $400 million.

Bogdanka said December 19 it had signed a 
13-month extension to its supply contract with GDF Suez 
worth Zloty 369.6 million ($107.8 million). The miner did 
not indicate the volumes involved.

The annex to the existing contract between 
Bogdanka and GDF Suez’s Elektrownia Polaniec 
power plant, signed in October 2007, extends 
supplies until the end of January 2013, Bogdanka 
said. Elektrownia Polaniec is the fifth largest power 
plant in the country with installed capacity of 1,800 
MW and annual output of around 7 TWh.

On December 27 it announced a 12-month 
extension to its supply contract worth Zloty 764.2 
million ($226.8 million) with Elektrownia Kozienice, 
which runs a 2,905-MW power plant in Swierzne 
Gorne, southeast Poland, and on December 29 
signed a Zloty 217 million ($63.6 million) 12-month 
extension to its supply contract with Elektrownia 
Ostroleka, which operates a 740-MWe, 456-MWth 
hard coal-fired power plant in Ostroleka in northeast 
Poland. The miner did not indicate the volumes 
involved in either contract extension.

Elektrownia Kozienice, owned by Polish power 
utility, Enea, is the country’s largest hard coal-fired 
plant. Elektrownia Ostroleka, owned by Energa, is 
the only conventional plant in northeast Poland. 
Bogdanka, based in Puchaczow, Lubelskie province, 
in southeast Poland, currently sells steam coal at 
prices between Zloty 370/mt net ($109.81/mt) to 
Zloty 600/mt net ($178.07/mt).

Tauron tenders Katowice CHP unit
Tauron Polska Energia, Poland’s second largest 
vertically-integrated power utility, has invited bids by 
January 27 for the construction of a 135-MWe, 
90-MWth gas-fired combined heat and power unit at 
its Elektrocieplownia Katowice CHP plant in Katowice 
in southern Poland.

Tauron said January 3 that construction work 
should be completed within 33 months from the 
contract signing.

The hard coal-fired Elektrocieplownia Katowice 
currently has installed capacity of 135 MWe and 459 
MWth and supplies heat to the Silesian cities of Katowice, 
Sosnowiec, Siemianowice Slaskie and Czeladz.

EDF buys ENBW shares
EDF said December 21 it had agreed to buy back 
minority shares in Polish power producers Ersa and 
Kogeneracja from Germany’s third largest utility ENBW, 
raising its stakes in Ersa from 64.9% to 97.35%, and in 
Kogeneracja from 34.4% to 50% plus one share.

The French utility giant said in a statement it paid 
around €301 million ($395 million) for the shares, “in 
line with the financial guidance announced by the group 
at the end of July 2011”. The transaction had been 
agreed within the contract signed in December 2010, 
which set out the terms regarding the sale of EDF’s 
stake in ENBW to the government of the German region 
of Baden-Wurttemberg.

Ersa owns the Rybnik power plant, which 
comprises eight coal-fired units with a combined 
capacity of 1,775 MW. EDF announced in December 
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plans to invest €1.8 billion in the construction of a 
new 900-MW hard coal-fired unit at the site in Upper 
Silesia by 2017 (EiEE 230/13).

Kogeneracja owns three combined heat and 
power plants – EC Wroclaw, EC Czechnica and EC 
Zawidawie – with combined capacity of 363 MWe 
and 1,060 MWth, as well as the Zielona Gora 
combined cycle gas turbine plant, which has 
installed capacity of 190 MWe and 95 MWth.

In total EDF has an installed capacity of more than 3 
GW in Poland, where its annual revenues come to more 
than €1 billion, it said.

“This acquisition will allow EDF to pursue its strategy 
of development and integration in Poland,” EDF said in a 
statement. “It will also allow the EDF Group to exploit 
new operational synergies estimated at between €3 
million and €5 million a year,” it added.

TSO secures litPol link funds
Polish state-owned transmission system operator, PSE 
Operator, signed December 20 two deals for Zloty 383 
million ($112.5 million) worth of European Union grants 
to build infrastructure to connect the grid networks of 
Poland and neighboring Lithuania.

PSE Operator signed the agreement with the Oil and 
Gas Institute, the Polish state body which disburses EU 
funds, the company said in a statement.

The first agreement covers a Zloty 256 million 
grant for a Zloty 621 million investment to build a 
400-kV line between Ostroleka and Narew and the 
extension of 400-kV switchgear at Narew substation 
in northeast Poland. The second agreement is for a 
Zloty 127 million grant, which will help fund a Zloty 
303 million investment to construct a 400-kV line 
between Milosna and Siedlce-Ujrzanow and a 
400/110-kV substation in Siedlce-Ujrzanow.

In March PSE Operator signed a similar agreement 
with the Oil and Gas Institute for a project to build a 
400/220/110-kV substation in Oltarzew in northeast 
Poland. The substation is expected to be commissioned 
at the end of February 2014.

That project is the first of five on Polish soil as part 
of the LitPol Link interconnector project, which involves 
the construction of a 150km, 600-1,000 MW power line 
between Elk in northeastern Poland and Alytus in 
southwestern Lithuania. The project has been discussed 
for over 15 years but now seems to be moving ahead.

The combined cost of the Polish projects is 
estimated at Zloty 2.4 billion, of which the EU is set to 
provide Zloty 553.6 million.

LitPol Link was set up in May 2008 as a 50-50 joint 
venture between PSE Operator and its Lithuanian 
counterpart, Lietuvos Energija.

Power exports up 43% in 2011
Polish power exports grew 43% in the first ten months of 
2011 to 9 TWh compared to the same period in 2010, 
according to the Energy Market Agency (ARE), a state-
funded statistical agency.

Between January and October last year Poland 
exported 9.06 TWh, up from 6.33 TWh in the same 
period in 2010, Ryszard Gilecki, senior expert in energy 
statistics at ARE told Platts January 5.

Most of the Polish exports – 6.31 TWh – crossed 
the border with the Czech Republic. Some of that 
capacity may have gone on to Austria or Switzerland. 
Poland exported 2.05 TWh to Slovakia, 0.43 TWh to 
Germany, 0.26 TWh to Sweden, and 18 GWh to 
Belarus, ARE said.

Imports in the first ten months of last year totalled 
4.75 TWh. In 2010 Poland exported 7.66 TWh and 
imported 6.31 TWh, ARE said.

One trader told Platts the increase in power 
exports in 2011 was due to the transmission system 
operator, PSE Operator, making more capacity 
available on the border with Germany, the Czech 
Republic and Slovakia. Polish distribution companies 
used the increased capacity to increase their exports 
to take advantage of higher power prices in 
neighboring countries. The daily Rzeczpospolita said 
January 5 that Polish distributors earned around 
Zloty 2.5 billion ($711 million) exporting electricity in 
2011, about Zloty 1 billion more than 2010.

Acciona starts-up Golice wind farm
Acciona Energia, the energy arm of the Spanish 
infrastructure, water and energy services group, said 
December 20 it had begun operating its first wind power 
project in Poland.

The 38-MW Golice wind farm in Lubuskie province 
in western Poland, close to the German border, 
comprises 19, 2-MW turbines, and was developed at 
a cost of Zloty 223 million (€57 million, $75 million), 
the renewable energy company said. The project was 
part financed by the European Bank for 
Reconstruction and Development, which has agreed 
to provide a loan of up to Zloty 97.2 million, as well 
as the EU’s Social Cohesion Fund.

Acciona Energia added that it expects to start 
construction in 2012 of a new 33-MW wind farm named 
Gostyn in the western Polish municipality of Krobia. The 
company said that it has a number of additional wind 
power projects under development in Poland.

Its parent company, the Acciona Group, has been 
present in Poland’s infrastructure sector since 1999 
through its subsidiary Mostostal Warszawa, one of the 
country’s biggest construction firms.

CEZ acquires wind farm developer
CEZ Poland Distribution said December 30 it had signed 
a deal to acquire a 67% stake in Polish wind farm 
developer, Eco-Wind Construction.

The Czech company said the agreement also sets 
the conditions for it to buy out the remaining 33% 
stake. The value for the deal was not disclosed 
although media reports valued the Polish company at 
Zloty 250 million ($72.6 million). The reports also 
said CEZ bought the stake in Eco-Wind Construction 
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from its main shareholder, Polish builder, Trakcja 
Polska. The remaining 33% stake is held by Spanish 
constructor, Comsa Emte.

Eco-Wind Construction has 24 projects in northern 
Poland with a combined capacity of 889 MW.

CEZ said the acquisition is part of its strategy to 
have 3 GW of installed renewable capacity in 
operation by 2016.

PKN plans offshore wind project
Poland’s largest refiner, PKN Orlen, has applied for 
permits to build offshore artificial islands in the Baltic 
Sea to accommodate up to 2 GW of wind capacity.

“PKN Orlen has applied for two potential locations, 
covering a total area of around 200 square kilometres. 
Depending on the specific technical conditions, wind 
farms with a total capacity of up to around 2,000 MW 
could be built in this area,” a company official told 
Platts December 16.

PKN said it would take around four years to carry 
out geological, environmental, hydrological and wind 
measurement surveys. “Some of this area may be 
excluded from wind projects due to unfavourable 
geotechnical conditions, animal migration routes or 
existing navigational routes between fishing ports 
and fisheries,” PKN added.

The company said that the legal framework to 
prepare offshore wind projects has only been in place in 
Poland since the middle of 2011. PKN estimates it will 
take six years to obtain a construction permit, design 
the farms and begin construction, and is aiming at 
commissioning after 2020. “The final size of the 
modules will depend on the results of our research. 
However, as of today, the first module could have a 
capacity of 150 MW,” PKN said.

It added that research would begin once it 
obtains a permit “for the construction and use of 
artificial islands” from the Ministry of Infrastructure. 
PKN said it is currently not possible to connect 
offshore wind projects to the grid and cooperation 
with the transmission system operator, PSE 
Operator, would be required to realise the project.

PKN, which owns Poland’s 16.3 million mt/year 
refinery in Plock, central Poland, is expanding from its 
core business in an attempt to be a multi-energy 
company with its own power generation capacity.

PEP sells wind project to GDF Suez
Polish independent wind farm developer, Polish 
Energy Partners (PEP) said December 15 it had 
agreed to sell the rights to its 105-MW Klukowo/
Samborsko project to GDF Suez.

PEP said in a statement that the total value of the 
contract was Zloty 81.8 million ($23.5 million) which 
would result in a net profit of Zloty 35.8 million once its 
costs were covered.

The Klukowo/Samborsko project, located in 
Pomerania, northern Poland, already has environmental 
and grid connection permits.

Romania

Alerion cleared to build wind farm
Alerion Clean Power has received, through its fully owned 
subsidiary Compania Eoliana, full authorization to build a 
58-MW wind farm in Jimbolia in western Romania, the 
Italian renewable energy company said in a statement 
issued December 19.

The wind park located on the border with Hungary will 
produce an estimated 130 GWh per annum.

It will be the company’s second wind farm in 
Romania. The Milan-listed developer is currently 
developing a 64.8-MW project near the villages of Auseu 
and Borod in the northeastern county of Bihor, which it 
expects to commission in the first half of 2012. It 
secured full authorization for the Auseu-Borod wind park 
in September 2010. The Auseu-Borod wind park will 
comprise 36 turbines with a unit capacity of 1.8 MW 
supplied by Vestas and is expected to produce 155 GWh 
per annum. The project is expected to cost €85 million.

Russia

Rosatom boosts Atomstroyexport
Russian state nuclear corporation Rosatom started 
merging Atomstroyexport (ASE), its general contractor for 
overseas nuclear power plants, with Nizhny Novgorod 
Engineering Company Atomenergoproekt, also known as 
Niaep, in December, in a bid to bolster ASE’s 
engineering capability.

The consolidation of ASE and Niaep will “produce a 
synergetic effect and will enhance the competitive 
capacities of the both companies” Niaep director and 
ASE acting president Valery Limarenko said in a 
Rosatom press statement issued December 29. Niaep 
is a subsidiary of Atomenergoprom, the holding company 
that controls Rosatom’s civilian nuclear assets.

Niaep and ASE will work together on 18 projects 
being implemented simultaneously in Russia and 
abroad, Limarenko said. The Russia-based projects are 
Kalinin-4, Rostov-3 and -4, BaltAES-1 and -2, NizhAES-1 
and -2 and Novovoronezh-2. The foreign projects are 
Belene-1 and -2 in Bulgaria, Kudankulam -3 and -4 in 
India, Tianwan-3 and -4 in China, Akkuyu-1 and -2 in 
Turkey, Iran’s Bushehr and an as yet unnamed new 
power plant project in Kazakhstan.

Limarenko, who was appointed acting president of 
ASE in November, did not give a timetable for the 
merger, but Russian news agency Interfax reported that 
Rosatom expects to complete it in second-quarter 2012.

The main event of 2011 for Niaep, Limarenko told 
reporters, was preparation for commissioning of 
Kalinin-4 in the Tver region. Startup of the 1,000-MW 
unit began in November and on December 12 it 
achieved 50% of its nominal capacity. Commercial 
operation of Kalinin-4 is due ahead of schedule in April 
2012 and will come in Rb7 billion ($220 million) under 
budget, Rosatom said December 27. This amount is 
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around 10% of the estimated cost of construction, it 
said. The project marks a return to serial construction 
of nuclear power plants in Russia, he said, adding that 
ASE plans to commission Rostov-3 and Rostov-4 in 
2014 and 2017, respectively.

Last year, the Russian government published a 
decree on construction of a new nuclear power plant in 
Nizhny Novgorod. Design work will start in 2012 and site 
preparatory work in the middle of the year, Limarenko 
said, adding that the plant will use the latest Russian 
nuclear technology, namely the VVER-TOI (Typical 
Optimized and Informatized) design based on VVER 
water-moderated reactor technology. This will reduce the 
design, construction, operation, maintenance and 
decommissioning costs of the new reactors.

Vladimir Asmolov, first deputy director general of 
Rosenergoatom, said last June that the VVER-TOI reactor 
will be up to 38% more efficient than the current AES-
2006 VVER design and will have a slightly higher rated 
capacity of 1,300 MW.

New unit at Sayano-Shushenskaya
RusHydro, Russia’s state-controlled wholesale 
hydropower producer, launched into operation December 
20 the first of ten new 640-MW turbine-generating units 
to be installed at the Sayano-Shushenskaya hydropower 
plant on the Yenisei River near Sayanogorsk in southern 
Siberia by end-2014.

The commissioning of a new unit 1 represents 
the start of the second phase of Sayano-
Shushenskaya’s restoration after the accident in 
August 2009 at the 6,400 MW station, which 
damaged or destroyed equipment at all of the 
plant’s ten turbine-generating units.

The equipment for the new units is being supplied by 
Russian equipment supplier Power Machines under an 
Rb11.7 billion ($371.4 million) contract awarded in 
November 2009. Power Machines will supply ten hydro-
turbines, nine generators with a capacity of 640 MW per 
generator and six excitation systems (one new generator 
and four excitation systems have already been 
manufactured and installed in hydropower units put into 
operation after repair in 2010). Power Machines is also 
supervising installation work and commissioning.

The new turbines installed by Power Machines will 
have a maximum efficiency of 96.6% and will be 
equipped with an advanced safeguard system, which 
automatically shuts down the units in case of 
unacceptable deviations from monitored parameters. In 
addition, the units’ lifespan will be extended by up to 
40 years, which represents a 25% increase compared 
to the original units.

The new unit 1 is the fifth to be put into operation at 
the plant since the accident. Production at the plant, 
which was Russia’s single largest, resumed partially in 
spring 2010 with the repair of units 5 and 6. Units 3 
and 4 were then overhauled and returned to operation in 
December and August 2010, respectively, and since the 
end of 2010, a total of 2,560 MW has been in 
operation. The new unit raises its capacity to 3,200 MW.

Serbia

Single bidder for CHP Novi Sad
A tripartite consortium consisting of companies from 
Greece, Slovakia and Russia submitted the sole binding 
bid in a tender to select a strategic partner to build a 
new 450 MWe, 350 MWth combined cycle gas turbine 
CHP plant in Novi Sad, Serbia’s state power company 
Elektroprivreda Srbije (EPS) said December 16.

The project known as CHP Novi Sad will be built 
in partnership with a joint stock company formed by 
EPS and the municipality of Novi Sad named Energija 
Novi Sad. A team of experts from EPS, the city of 
Novi Sad and their advisors are expected to make a 
decision on the possible strategic partnership in mid-
February, the utility said.

“I expect that the entire procedure will be complete 
by the end of January, after which negotiations will start 
about the establishment of a joint venture,” Petar 
Skundric, Serbia’s former energy minister and current 
energy advisor to the prime minister, told Belgrade daily 
Politika in an interview published January 6. 
“Construction of the new plant will require around 30 
months from the moment when all the project 
documentation is completed. This is the first large-scale 
power plant that could be commissioned before 2015 
and it coincides with plans for building the South 
Stream gas pipeline that will bring additional gas to 
Serbia,” said Skundric. Even if South Stream does not 
materialize in time, Serbia will have sufficient supplies 
of gas from Russia to operate the new CHP plant, 
indicated officials.

EPS will contribute an existing 245-MWe, 332-MWth 
gas-fired CHP plant for reconstruction or extension to the 
project, as well as complete infrastructure for operation 
of the new facility, including natural gas and water 
supply and connection to the transmission grid. 
Furthermore, EPS will ensure electricity offtake for the 
new plant by means of a medium-term power purchasing 
agreement. The city of Novi Sad, for its part, will 
contribute land and part of the municipal heat 
distribution system to the project company and secure 
demand for heating energy by means of a long-term 
purchasing agreement.

Chinese loan for Kostolac overhaul
Serbia’s state power monopoly Elektroprivreda Srbije has 
secured Chinese state financing for the first stage of the 
overhaul of its 348.5-MW Kostolac B1 and 348.5-MW 
Kostolac B2 thermal power plants.

According to an agreement signed December 29 by 
the Serbian Minister of Energy and Infrastructure, 
Milutin Mrkonjic, and the Ambassador of China in 
Belgrade, Zhang Wanxue, the Export-Import Bank of 
China will provide 85% of the project cost of $344.6 
million under preferential terms, the Serbian 
government said in a release. The interest rate 
amounts to 3% per year and the loan matures in 15 
years, which includes a five-year grace period.
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Chinese companies will be responsible for deliveries 
and works worth 53% of the overall sum, while Serbian 
companies will be entrusted with works that will be 
worth 47% ($161.44 million) of the investment. Start of 
construction is expected in the first half of this year and 
the project is expected to take 30 months.

The contract envisages investment of $176.31 
million in the overhaul of Kostolac B1 (commissioned 
in 1987) and B2 (commissioned in 1991), as well as 
the installation of a flue gas desulphurization unit 
worth $130.5 million, Serbia’s news agency Beta 
reported December 29.

The installed capacity of Kostolac B1 and B2 will be 
increased by 35 MW after the completion of the project, 
while the operating lives of the power plants will be 
extended by 150,000 working hours.

The signing took place after the Serbian government 
voted in favour of the contract on December 21. The 
new contract, which is the first major deal between 
Serbia and China in the energy sector, was concluded 
based on the terms of a bilateral framework agreement 
on strategic partnership and business cooperation 
between China and Serbia in the infrastructure sector 
that was signed in August 2009.

EBRD loan for small hydro projects
The European Bank for Reconstruction and Development 
said December 20 it had approved a €45 million ($59 
million) sovereign-guaranteed loan to Serbia’s state-
owned utility Elektroprivreda Srbije (EPS), for the 
renovation and construction of small hydropower plants.

The London-based bank said the loan would be used 
to refurbish 15 small plants with a combined capacity of 
18 MW and to build seven new ones on existing dams 
with a combined capacity of 13 MW.

The EBRD said that the project would help EPS to 
modernize and extend the lifetime of its existing 
hydropower fleet and to increase the overall generation 
of renewable energy. It is estimated that this investment 
will result in CO2 savings of 60,000 tonnes a year.

EPS also, meanwhile, created a subsidiary, called 
EPS Renewables, which will manage and operate its 
investments in green energy.

Slovenia

Bids sought for Sostanj switchyard
Slovenia’s state-owned thermal power producer 
Termoelektrarna Sostanj (TES) invites bids by 
February 3 for the design, manufacture, supply, 
assembly, testing and commissioning of equipment 
for 400-kV and 220-kV GIS switchyards at the 
Sostanj lignite-fired thermal power plant.

The contracted work, which also includes 
disassembly of existing 400-kV and 220-kV electrical 
equipment, is expected to be completed by December 
2014, and is to be financed from a loan from the 
European Bank for Reconstruction and Development 

towards the cost of construction of a new 600-MW at 
the power plant (Unit 6).

Tender documents may be obtained from the 
address below upon payment of a non-refundable fee of 
€600 (VAT excluded) for foreign applicants and €720 
(VAT included) for Slovenian applicants to the account of 
Termoelektrarna Sostanj at the bank NLB d.d., Ljubljana, 
Slovenia: Account No.: SI56 0242 6001 7217 937, 
reference 00 201112607; SWIFT: LJBASI2X; IBAN: 
SI56024260017217937.

For queries concerning the purchase of tender 
documents (Tender number: B6/GIS-04/2011), 
contact: Danica Stegnjaic, HSE Invest, Obrezna 
170a, 2000 Maribor, Slovenia; Tel.: 00 386 (0)2 
300 59 92; E-mail: Tendering-TES-B6@hse-invest.si. 
For all other information contact: Doroteja Kralj at 
the same email address as above.

Turkey

AES Entek teams up with Oyak
AES Entek, a joint venture between the US independent 
power producer and Turkey’s Koc Holding, has entered 
into an agreement with Oyak, Turkey’s largest pension 
fund, to build a 625-MW coal-fired power project in 
Iskenderun in southeastern Turkey, AES Corporation said 
in a statement December 20. Construction work is 
expected to start in late 2012 and finish in the second 
half of 2016, it added.

“The Ayas plant will help diversify our generation 
portfolio in Turkey as we look forward to completing the 
development, securing financing and starting 
construction in 2012,” Ned Hall, chief operating officer 
for generation at AES said in the statement.

The plant, which will burn imported coal, will be 
constructed in Iskenderun adjacent to the existing 1,320-
MW Sugozu coal-fired plant operated by Isken Enerji, a 
joint venture of Oyak, Steag and Evonik, a spokesman for 
Oyak told Platts December 21. Oyak will hold a 50% stake 
in Ayas Enerji, the company developing the project. Ayas 
Enerji holds a 49-year generating license for the project.

AES Entek currently operates three gas-fired plants 
with a total capacity of 320 MW along with 62 MW of 
small hydro capacity. Koc group chairman Mustafa Koc 
announced in February 2011 that AES Entek aimed to 
have 3,000 MW of installed capacity within five years.

Koc Holding holds a 49.6% stake in AES Entek – 
24.8% directly and 24.8% through its subsidiary Aygaz, a 
distributor and retailer of liquefied petroleum gas in 
Turkey. AES also owns a 49.6% stake.

Turkey faces distribution struggles
Turkey’s Privatization Authority (OIB) has begun 2012 
with mixed news on the ongoing privatization of the 
remaining regional distributors, completing the transfer 
of one company, extending the payment deadline for a 
second, and confirming that the third highest bidders in 
the sales of three more had failed to make down-
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payments by the given deadline, meaning sales now 
appear certain to be cancelled.

The OIB completed January 3 the transfer of Trakya 
EDAS, the company holding a 30-year license to 
distribute power in Turkey’s European province of Thrace 
to Turkey’s IC Ictas Enerji which submitted the second 
highest bid of $575 million in the tender held in late 
2010. The OIB confirmed to Platts that IC Ictas has paid 
20% of the sale price upfront and will pay the remainder 
in four instalments. Trakya EDAS supplies around 5 TWh 
per annum to some 820,000 consumers.

A company spokesman also said that the third 
highest bidders in the sales of Akdeniz EDAS, which 
distributes in the Antalya region, Toroslar EDAS, which 
distributes in the Adana region, and Anadolu Yakasi 
EDAS, which distributes on the Asian side of Istanbul, 
had failed to make down-payments by the deadline of 
December 30, but was unable to comment on whether 
the tenders would now be cancelled and a new tender 
opened later in the year.

Enerjisa, a joint venture between Austria’s utility 
Verbund and Turkey’s Sabanci Group, announced that it 
had decided not to complete the purchase of Anadolu 
Yakasi due to the financial crisis in Europe.

The spokesman further confirmed that the deadline for 
a down-payment to be made on Bogazici EDAS, which 
distributes power on the European side of Istanbul, had 
been extended. Turkey’s Ciner Group, which submitted the 
third highest bid in the 2010 tender, must make a down-
payment by January 31, and must complete financing for 
the purchase by March 30, the spokesman said.

The spokesman also said that deadlines for the 
completion of the sales of two further distribution 
companies Vangolu EDAS, and Dicle EDAS both of which 
distribute in the region affected by the earthquake which 
hit eastern Turkey in November, had been extended as a 
result, but was unable to provide new deadlines.

The privatization of the last eight of Turkey’s 21 
regional power distribution companies has proved 
problematic, with winning and second highest bidders in 
several sales having been unable to conclude financing 
for their purchases. The sale of Gediz EDAS which 
supplies the Izmir region had already been cancelled, 
and is expected to be re-tendered this year, with the 
sales of Akdeniz, Toroslar and Anadolu Yakasi also 
expected to be cancelled.

Analysts blame the failure of the sales on buyers’ 
struggling to raise financing, exacerbated by high bids, 
based on the understanding that the worst of the 2008 
economic crisis had passed.

Consultants sought for plant sales
Turkey’s Privatization Authority (OIB) invited January 5 
prequalification applications from companies interested 
in providing financial and technical consultancy services 
for the planned privatization of 11,500 MW of 19,800 
MW worth of power plants operated by state power 
generation holding company EUAS.

Applications for pre-qualification for the tender for 
technical consultancy services are due by February 2 

and those for financial consultancy services by February 
8. The consultants will help in the planned sale of 27 
hydropower plants and 18 thermal plants, together 
totaling 11.5 GW, and grouped in nine portfolios.

To date Turkey has had mixed results in its attempts 
to sell state-owned power plants. Tenders for the sale of 
small state-owned hydro and geothermal plants have 
been largely successful. However, a tender opened last 
year for the sale of the 1,350-MW Hamitabat gas-fired 
plant succeeded in attracting only a single bidder, 
despite six companies having purchased bid documents, 
and was cancelled.

CEZ, Akkok halt Akenerji sale
Czech state-controlled electricity producer CEZ and 
Turkey’s Akkok Holding announced December 19 they 
had dropped plans to sell their 37.86% stakes in the 
Turkish power group Akenerji.

“Based on the received offers within the 
divestment process, Akenerji’s main shareholders 
and board of directors of our company decided not 
to sell Akenerji’s related assets,” CEZ said in a 
statement. Akenerji confirmed the news in a 
separate statement to the Istanbul bourse.

The announcement does not come as a surprise as 
in late October Akenerji announced it had finalized a 
$651 million credit agreement for the construction of a 
planned 900-MW combined-cycle gas turbine power plant 
in the Turkish Mediterranean province of Hatay.

The companies announced in January 2011 they 
would consider bids for Akenerji as a single entity or for 
its generating and distribution assets either individually 
or in groups, with offers to be submitted by September. 
At the time, CEZ said any sale would depend on the 
attractiveness of the offers but it was in no hurry to sell.

The Czech Republic’s dominant electricity group 
wrapped up its purchase of joint control of the Turkish 
company in 2009 for $302.6 million. But in spite of the 
growth potential of the Turkish power market, CEZ has 
since been looking to cut back on foreign investments 
and to focus on its home market and the core Central 
European markets where it is already present, 
especially on wind and solar projects in Germany, 
Poland and Romania. It argues that the latter projects 
can generate cash flow fast to help finance the building 
of two new nuclear reactors at its current Temelin plant 
in south Bohemia.

Akenerji currently operates a portfolio of 659 MW of 
capacity of which 358 MW is gas-fired; 286 MW is hydro 
plant together with a 15 MW wind plant. In its 
statement, Akenerji said that next year it expects to 
commission three hydropower plants totaling 87 MW.

GE to expand Bis Enerji plant
Turkish independent power producer Bis Enerji Elektrik 
has contracted GE to supply a 48-MW LM6000-PC Sprint 
aeroderivative gas turbine and related services for the 
expansion of its cogeneration plant in Bursa, a heavily 
industrialized city in northwestern Turkey.
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ElECtriCity nEws turkEy / ukrainE

The US gas turbine supplier said January 4 that the 
new gas turbine and steam turbine-generator will 
increase the plant’s installed capacity from 410 MW to 
495 MW, when it enters operation in August 2012.

The plant, which is one of Turkey’s largest merchant 
power plants, already exclusively comprises GE 
technology: six GE aeroderivative gas turbines, a GE 6B 
heavy-duty gas turbine and two steam turbines.

Zorlu to expand geothermal plant
Turkey’s Zorlu Enerji will start construction early this year 
of a 60-MW extension to its existing 15-MW Kizildere 
geothermal plant near Denizli in the southwest of the 
country, a company spokesman told Platts mid-December.

The company has secured land rights for the project 
for which it holds a 30-year operating license and 
expects to commission the extra 60 MW in 2013, the 
spokesman said.

The 15-MW Kizildere plant was commissioned in 
1984 by one of Turkey’s two state power producers, 
AUEAS, before being sold to Zorlu in 2008.

Zorlu also holds exploration and drilling licenses for 
two other geothermal plants in western Turkey: a 30-MW 
plant at Kutahya and a 60-MW plant at Alasehir for 
which it plans to apply for licenses.

Zorlu operates a portfolio of 748 MW of capacity in 
Turkey, including five gas-fired plant totaling 485 MW, six 
hydro plants totaling 98 MW, two 15-MW diesel-fired 
plants and a 135-MW wind plant. The company also holds 
licenses for wind plants of 50 MW and 60 MW and has a 
license application pending for a 27-MW wind plant.

Ukraine

EMAlliance wins boiler retrofit deals
EnergoMachinostroitelny Alliance (EMAlliance), one of 
Russia’s leading power equipment suppliers, has won 
contracts worth over Rb480 million for the design and 
supply of equipment as part of boilers retrofits at three 
coal-fired power plants in Ukraine.

EMAlliance said December 13 that it had concluded 
contracts for the replacement of heating surfaces, boiler 
burners and power piping at unit 6 at the 
Kurakhovskaya plant, owned by Vostokenergo, the 
power generation arm of Ukraine’s privately-owned 
energy holding DTEK; for unit 3 of the Zaporizhskaya 
plant owned by Ukraine’s largest thermal power 
producer Dniproenergo, and unit 5 of Burshtynskaya 
plant, owned and operated by Zakhidenergo, which is 
majority owned by DTEK. All equipment under the 
contracts will be manufactured by TKZ Krasny 
Kotelshchik, a key production subsidiary of EMAlliance.

The retrofitting of the units will allow optimization of 
thermal and combustion processes in order to increase 
the flexibility and reliability of the units, it said. Retrofits 
of the Kurakhovskaya and Zaporizhskaya plants are 
scheduled to be completed in August 2012, and that of 
unit 5 of the Burshtynskaya plant in June 2012.

EMAlliance has previously carried out retrofitting at 
all three plants under contracts signed in 2010. It 
retrofitted boilers at unit 8 of the Kurakhovskaya plant 
and unit 1 of the Zaporizhskaya plant and supplied boiler 
auxiliary equipment to Zakhidenergo as part of the 
upgrade of unit 7 of the Burshtynskaya plant.

Wind Park Ochakovskiy starts up
Wind Parks of Ukraine, a local privately-owned developer, 
commissioned December 18 a 25-MW wind farm in the 
southern region of Mykolayiv, according to a regional 
government report December 19.

The first stage of Wind Park Ochakovskiy, 
comprising ten 2.5-MW turbines supplied by Germany’s 
Fuhrlander, was developed at an estimated cost of $45 
million, the report said.

A further 25 MW is scheduled to be commissioned 
early this year.

Wind Park Ochakovskiy is expected to have installed 
capacity of 300 MW. It is one of three projects with a 
combined installed capacity of 607.5 MW that Wind 
Parks of Ukraine is developing in the country.

In July 2011, the company commissioned the first 
25 MW of the 107.5-MW Novoazovskiy wind park near 
Bezimianniy in the eastern region of Donetsk. A further 
33, 2.5-MW Fuhrländer turbines are expected to be 
installed at the project site by the end of this year. The 
company is also developing a 200-MW park at 
Berezanskiy in the Mykolayiv oblast.

Local sources say that Wind Parks of Ukraine is 
majority owned by the family of Anatoly Bliznyuk, 
Minister of Housing and Municipal Industry, and formerly 
governor of the Donetsk region.

Activ Solar completes Perovo
Activ Solar announced December 28 the completion and 
start of commissioning of the fifth and final phase of its 
100-MW Perovo solar power park on the Crimean 
Peninsula in southeastern Ukraine.

The Perovo project, which was developed in five 
20-MW phases over seven months, comprises 440,000 
crystalline photovoltaic modules connected by 1,500 
kilometres of cable and installed over a 200 hectare 
area, an area equivalent to 259 football fields. The 
Vienna-based solar developer and technology supplier 
said that the park is expected to produce 132.5 GWh 
per year and reduce carbon emissions by up to 
105,000 tons per year.

The installation is Activ Solar’s third ground-
breaking project completed in 2011 and is amongst the 
largest in the world. Last year it commissioned 185 
MWp in the Crimea, comprising 832,600 crystalline 
photovoltaic modules. In March 2011, it completed the 
7.5-MW Rodnikovoye park, with the commissioning of a 
further 5-MW phase in the Simferopol region of Crimea, 
and in October completed the 80-MW Ohotnikovo 
project. The company said it maintains a focus on 
“emerging solar markets” and “plans further large-scale 
developments in 2012 and beyond”.
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ForthComing EvEnts

Wind Power Romania
January 17-18, 2012 Bucharest, Romania
Organizer: Green Power Conferences
E-mail: samantha.coleman@greenpowerconferences.com;
Tel.: 00 44 (0)20 7099 0600
www.greenpowerconferences.com/home

Wind Power Romania
January 23-25, 2012 Berlin, Germany
Organizer: DMG Events
Tel.: 00 44 (0)203 180 6511
E-mail: mortezaghaffar@dmgevents.com
www.gastopowerurope.com

Wind Power Romania
January 24-27, 2012
Vienna, Austria
Organizer: The Energy Exchange
Tel.: 00 44 (0)207 067 1800
E-mail: j.butler@theenergyexchange.co.uk
www.europeangas-conference.com

European Renewable Energy Markets – 3rd Annual
January 26-27, 2012
Berlin, Germany
Organizer: Platts
Tel.: 00 44 207 176 6226
E-mail: stacey_knox@platts.com
www.platts.com/conference

Central and Eastern European Power  
– 6th Annual
January 30-31, 2012
Budapest, Hungary
Organizer: Platts
Tel.: 00 44 207 176 6226
E-mail: stacey_knox@platts.com
www.platts.com/conference

European Carbon Capture and Storage  
– 6th Annual
February 27-28, 2012
London, UK
Organizer: Platts
Tel.: 00 44 207 176 6226
E-mail: stacey_knox@platts.com
www.platts.com/conference

Price Regulation and Tariffs: ERRA Training Course
February 27 – March 1, 2012
Budapest, Hungary
Organizer: Energy Regulators Regional Association
Tel.: 00 36 1 477 0456
E-mail: secretariat@erranet.org
www.erranet.org

The 3rd Annual Ukrainian Energy Forum
February 28 – March 1, 2012
Kiev, Ukraine
Organizer: Adam Smith Conferences
Tel.: 00 44 (0)207 017 7444/450
E-mail: info@adamsmithconferences.com
www.adamsmithconferences.com

Unconventional Gas Conference
March 14-15, 2012
London, UK
Organizer: SMI
Tel.: 00 44 (0)207 827 6000
E-mail: smiproduction@smi-online.co.uk
www.smi-online.co.uk

European Nuclear Forum
March 19-20, 2012
Brussels, Belgium
Organizer: Marketforce
Tel.: 00 44 (0)20 7760 8699
E-mail: conferences@marketforce.eu.com
www.marketforce.eu.com/conferences

3rd Annual Wind & Solar in Turkey
March 21-22, 2012
Istanbul, Turkey
Organizer: E.E.L. Events
Tel.: 00 44 (0)207 275 8020
E-mail: energy@eelevents.co.uk
www.eelevents.co.uk

8th South-East European Congress and Exhibition 
on Energy Efficiency and Renewable Energy
March 28-30, 2012
Sofia, Bulgaria
Tel.: 00 359 32 945 459/960 011
E-mail: office@viaexpo.com
www.eeandres.viaexpo.com/en.congress

The 12th Annual CIS Oil and Gas Summit
May 14-16, 2012
Paris, France
Organizer: The Energy Exchange
Tel.: 00 44 (0)207 067 1800
E-mail: m.altun@theenergyexchange.co.uk
www.theenergyexchange.co.uk/cissummit

5th Annual Balkan Energy Finance Forum
June 19-20, 2012
Belgrade, Serbia
Organizer: E.E.L. Events
Tel.: 00 44 (0)207 275 8020
E-mail: energy@eelevents.co.uk
www.eelevents.co.uk

Forthcoming conferences
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data CEE powEr markEt assEssmEnt

Central and Eastern European prompt power prices were 
bearish throughout December and for the start of 2012. 
Czech prices fell to some of their lowest levels since the 
first financial crisis in 2008/09 as strong wind power 
output in Germany combined with weak demand due to 
mild temperatures and reduced industrial activity.

Limited cross-border capacity into Germany, where 
the strong wind even caused negative prices for 
some off-peak hours added to the pressure on the 
Czech prompt. Spot prices on Prague-based OTE 
cannot yet drop below zero, but reached the lower 
limit of €0.01/MWh for several off-peak hours on 
January 5 and January 6, which was also a public 
holiday in neighboring Poland and Slovakia.

In general, December’s daily price in the Czech Republic 
averaged €43.54/MWh, down 23% from November and 
also 17% below December 2010’s average, in line with 
the benchmark German market area. On the curve, 
sentiment remained bearish with Cal 12 base going into 
delivery at a ten-month-low at €50.50/MWh on January 1.

Temperatures stayed above the seasonal average most 
days during December across the region while German 
wind power output topped a record 8 TWh during the 
month with hourly peaks above 20 GW. The Czech 
Republic’s power system also remained well supplied with 
all six reactors online, but surplus power could not always 
flow to higher prices areas due to cross-border restrictions.

Poland had the cheapest day-ahead prices in Europe as 
mild weather, a well-supplied system and high imports 
due to cheap Nordic power eased demand and kept 
prices low throughout December. “The market is very 
well supplied and it is six or seven degrees [Celsius] in 
Warsaw,” one trader said December 15. “This is not 
winter by any means, balancing power has been super-
low at Zloty 160/MWh (€35.85/MWh) and I would not 
be surprised to see day-ahead fall further”.

Baseload power for next-day delivery fluctuated within a 
range of 20 Zloty before plummeting to a low of Zloty 
145.75/MWh (€32.66/MWh) on December 28. Day-
ahead base remained below Zloty 163/MWh (€36.52/
MWh) until the first full week of January when demand 
levels returned to normal, with day-ahead base reaching 
Zloty 190/MWh (€42.57/MWh) on January 9. Contracts 
on the curve declined steadily into Christmas with many 
traders closing their positions, according to sources.

January began trading as the front-month contract at 
Zloty 205.50/MWh (€46.05/MWh) but fell to Zloty 
195.50/MWh (€43.81/MWh) on the last trading day of 
2011 as the mild weather was expected to continue into 
the New Year. Further forward, Cal 12 base continued 
moving sideways, closing on the last trading day before 
delivery at 201.65/MWh (€45.18/MWh). 2012 began 

Bearish start to 2012 for CEE prompt prices
slowly amid thin trading volume on the Polish curve. 
February peakload traded on two consecutive days, 
reaching Zloty 227.70/MWh (€51.02/MWh) on January 
9 while Cal 13 baseload moved sideways at Zloty 214/
MWh (€47.95/MWh).

In Hungary, day-ahead electricity prices were 
unsurprisingly on a downward trend throughout December 
on warmer temperatures and waning demand as 
industrial production wound down for the holiday period.

The hydro situation across the Balkan region saw 
some modest improvement after some rainfall mid-
December. Traders were, however, cautiously 
optimistic. “The hydro situation has improved – the 
Danube levels are increasing, but the rain has 
stopped for now. Colder weather is the only risk on 
the horizon – if winter arrives then there won’t be 
any rain, only ice,” a trader said December 20.

Hungarian day-ahead power prices have been fairly 
rangebound since the turn of the year, but markedly 
lower than November and early December. Day-ahead 
base was assessed at €53/MWh January 3, but eased 
to €40.50/MWh January 5, before rebounding to 
€56.75/MWh January 9. “If the weather stays like it is 
now, then the prompt may edge back down towards 
German levels,” a trader said.
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data nuClEar gEnEration
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Romanian day-ahead market, December 13, 2011 – January 12, 2012

Source: OPCOM
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OIl & GAS NEWS

Bulgaria

Gas price hike held to 4.3%
Bulgaria’s wholesale gas price has risen 4.34% to Lev 
620.16 ($402.72) per 1,000 cubic metres with effect 
from January 1. The sector watchdog, the State Energy 
and Water Regulation Commission (SEWRC), announced 
December 28 its latest quarterly adjustment to the 
maximum price that state gas supplier Bulgargaz can 
charge customers connected to the country’s high-
pressure transmission network.

With the latest price increase, it means that over 
the last year the wholesale price has increased by 
21.7% year-on-year following several adjustments 
over the course of 2011.

The rise was somewhat below the 4.53% figure 
proposed in SEWRC’s expert report earlier last month 
and dramatically below the 17.74% hike requested by 
Bulgargaz December 9. Bulgargaz had argued its case 
on the basis partly of a weakening of the euro-linked lev 
against the dollar and partly of “revenue shortfalls”, that 
is, revenues it had lost owing to previous quarters’ 
pricing decisions.

Unusually, the regulator gave way on its standard ploy 
of requiring Bulgargaz to maximise net winter withdrawals 
from the country’s sole underground storage depot at 
Chiren: having demanded 290 million cu m worth of such 
withdrawals in its expert report, it acknowledged 
thereafter that only 255 million cu m were technically 
possible – and settled for the original Bulgargaz proposal 
of 240 million cu m. Unusually too, SEWRC didn’t 
challenge the Bulgargaz estimate of the quarter’s 
consumption, somewhat short of 959 million cu m.

But the regulator did fault the state company’s 
arithmetic. The cost of that Chiren gas had already 
been partially factored into previous quarters’ 
calculations, it argued. And it reduced the “revenue 
shortfall” element, recognising the validity of Lev 
101 million -around half the amount claimed by 
Bulgargaz – SEWRC decided to deal with only Lev 55 
million of it in Q1, “rescheduling” the rest.

Standard protestations from Bulgargaz followed. It 
said it ended 2011 with losses of Lev 76 million, and 
claims it stands to make further losses of Lev 70-80 
million in the first quarter alone.

As usual, prices for low-pressure gas supplies by the 
country’s distribution companies were adjusted in line 
with the high-pressure price hike. As before, the 
cheapest residential gas is to be had in Elin Pelin near 
Sofia (Lev 745.84/1,000 cu m), while the most 
expensive is that available to the unhappy folk of Gotse 
Delchev (Lev 1,225.93). In each case the hike was Lev 
25.79 per 1,000 cu m – precisely the same absolute 
rise as for high-pressure gas.

The much more numerous household customers of 
Bulgaria’s largely gas-fired district heating companies 

(DHCs), by contrast, were spared new-year price rises, 
the regulator’s assumption being that the DHCs could 
absorb a 4.34% gas price hike unscathed. Some 
compensation came, however, in the form of upward 
adjustments to the preferential prices of the cogen-
produced electricity DHCs sell to the national power 
company, decreed by SEWRC on December 28, and 
mostly in the 4-5% range.

Croatia

Ban lifted on INA share trading
Trading in the shares of Croatia’s oil and gas 
company INA, controlled by Hungary’s MOL, resumed 
December 19 after Croatian financial regulator, the 
CFSSA, lifted the suspension.

Trading in INA shares were suspended in May 
pending an investigation into alleged suspicious trading 
activity amid concerns that MOL had been buying shares 
through its affiliates to boost its stake.

“On December 15, the CFSSA passed a resolution 
determining that INA fulfilled the requirements set by the 
CFSSA and that it has complied with the supervision 
measures ceasing the conditions for the temporary 
trading suspension of INA shares at Zagreb Stock 
Exchange,” INA said in a statement. “With the same 
resolution, the CFSSA has revoked the temporary trading 
suspension and instructed the continuation of INA 
trading from the start on December 19,” it said.

MOL in December 2010 tried to buy out INA minority 
shareholders to boost its stake in the Croatian company, 
but the government in Zagreb was critical of the 
Hungarian company, saying it had launched the share 
offer without its consent. Since then, relations between 
MOL and the Croatian government have become 
increasingly strained.

There has been speculation that MOL senior 
management paid bribes to secure control of INA and 
also that the country’s interests were not well served by 
having MOL in charge of Croatia’s largest company.

MOL bought its first interest in INA – a 25% plus one 
share stake – in a privatization process in 2003. In 
October 2008, it then increased its stake to 47% with a 
minority shareholder buyout and consolidated INA onto 
its books in the third quarter of 2009. The state holds a 
45% stake, with the remaining 8% held by minority 
investors or in free float on the Zagreb Stock Exchange.

Europe

Nord Stream 3, 4 studies in 2012
Russian gas giant Gazprom and its foreign partners are 
to start feasibility studies for the third and the fourth 
lines of the Nord Stream pipeline in the next few months, 
Gazprom’s head Alexei Miller said December 28.

“We have started preliminary talks on further 
development [of Nord Stream] with our foreign partners. 
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In the next several months, we will launch feasibility 
studies for the third and the fourth lines,” he was 
quoted as saying by Russian news agency Prime. With 
the launch of the third and the fourth lines, the total 
capacity of Nord Stream could reach 110 billion cubic 
meters per year, he said. That would be more than 
enough to supply Germany’s entire annual gas demand.

The pipeline was initially projected to have two 
lines with a combined capacity of 55 Bcm per year. 
The first 27.5 Bcm per year line of Nord Stream 
opened in early November with the second line 
scheduled to be launched in the fourth quarter of 
2012. Russia’s Prime Minister Vladimir Putin first 
mentioned in July the possibility of further expanding 
the capacity of Nord Stream. Nord Stream pipes 
Russian gas under the Baltic Sea to Germany, 
bypassing Ukraine, which is currently the main route 
for Russian natural gas to Europe.

Gazprom holds a 51% stake in Nord Stream. The 
other shareholders are BASF/Wintershall, E.ON Ruhrgas, 
Gasunie and GDF Suez.

Hungary

NIS, RAG form upstream venture
Serbia’s vertically-integrated oil and gas company NIS, 
majority owned by Russian group Gazprom Neft, is to 
jointly explore and develop conventional hydrocarbon 
resources in southern Hungary under an agreement 
reached with Austrian oil and gas producer Rohol-
Aufsuchungs Aktiengesellschaft (RAG).

The companies agreed to split costs and expected 
profits from the Kiskunhalas exploration license, west of 
the city of Szeged, RAG said in a December 19 
statement. “Exploration, appraisal and development 
costs and production in the license area will be shared 
in accordance with the parties participating interest held 
under a Joint Operating Agreement. RAG Hungary shall 
be the operator under the agreements”.

The license held by its Hungarian subsidiary RAG 
Hungary covers an area of 2,255 square kilometres, 
RAG added. “After the acquisition and interpretation of a 
high quality 3D seismic in 2011 the partners plan to drill 
the first exploration wells in 2012,” it said.

By combining skills, knowledge and experience in 
neighbouring exploration areas in Hungary and Serbia 
the cooperation will create benefits for both partners and 
will stimulate investments in exploration activities in 
Hungary,” the Austrian group said.

“The partnership with RAG is another step towards 
the realisation of our strategy to actively develop our 
business abroad,” Kirill Kravchenko, CEO of NIS, said in 
the statement. “The focus of our attention in the field of 
oil and gas exploration is the area of the Pannonia 
basin, and our portfolio today has several perspective 
production projects in the territory of Hungary, Romania 
and Bosnia in which we are involved. The main goal of 
our development in this direction is to increase our 
volume of hydrocarbon production.”

Poland

CEO of PGNiG resigns
Michal Szubski, chief executive of Poland’s dominant 
natural gas producer and distributor PGNiG, resigned 
December 19 due to “important personal reasons”, 
the company said.

In a short statement PGNiG said Szubski’s resignation 
had been accepted by the company’s supervisory board 
and would take affect as of December 31. Szubski was 
appointed PGNiG chief executive in March 2008.

Media reports had speculated on further changes at 
the top of strategically important state-controlled 
companies following the resignation of Tomasz Zadroga, 
chief executive of the country’s largest power utility, 
Polska Grupa Energetyczna, on December 14.

Poland’s centre-right Civic Platform won a second 
term in general elections held in October 2010, and 
which resulted in the appointment of a new Treasury 
Minister Mikolaj Budzanowski, in November. The 
Treasury holds controlling stakes in companies like 
PGNiG and PGE.

PGNiG launches bond issue
Poland’s natural gas monopoly, PGNiG, launched January 
9 a Zloty 4.7 billion ($1.3 billion) bond issue to raise 
funds for its investment program.

PGNiG plans investments worth Zloty 27 billion 
between 2011 and 2015, of which more than half will 
be spent on upstream projects such as shale gas 
exploration, the company said in a statement.

In August the company also agreed to buy 
Vattenfall’s three hard coal-fired combined heat and 
power plants and two district heating plants in Warsaw 
for Zloty 2.96 billion.

In November PGNiG signed an agreement with a 
consortium of banks to increase the total value of the 
issue from Zloty 5 billion to Zloty 7 billion. The issue’s 
deadline was unchanged at July 31, 2015.

Pol-Aqua to build gas pipeline
Polish gas transmission system operator, Gaz-System, 
signed December 29 an agreement with Pol-Aqua to 
build a pipeline connecting the country’s future liquefied 
natural gas terminal in the port of Swinoujscie and the 
nearby city of Szczecin in northwest Poland. Gaz-System 
said the contract for the construction of the 80km long 
pipeline was worth Zloty 147 million net ($43 million).

The terminal, which will cost Zloty 2.4 billion net, and 
will have a capacity of five billion cubic meters per year, 
is scheduled to be ready to take the first shipments of 
LNG from Qatar in July 2014. The total cost of the whole 
project, including associated infrastructure is Zloty 4.3 
billion. Gaz-System is building more than 1,000 km of 
new pipeline by 2014 as part of a Zloty 8 billion 
investment to connect the terminal to the national gas 
network and expand infrastructure in northern and 
southwestern Poland.
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PGNiG wants more spot-price indexation
Poland’s dominant natural gas producer and distributor 
PGNiG wants to index more than half of its long-term 
supply contract with Gazprom to spot prices resulting in 
a double-digit reduction in the amount it pays for 
Russian gas, Radoslaw Dudzinski, the company’s vice-
president for strategy, said December 23.

Like most European gas companies, PGNiG buys gas 
from Gazprom under a long-term contract with prices 
indexed to oil. While European gas prices have remained 
relatively flat over the last two years, oil prices have 
soared causing huge losses on oil-linked contracts for 
gas importers. In November, PGNiG, like E.ON and RWE 
previously, began arbitration proceedings against 
Gazprom after price negotiations failed.

“This is not a simple dispute about price reduction. This 
is a more difficult issue because we have asked for a 
significant change in the price formula,” Dudzinski told 
Platts in an interview. “We believe that after 40 years of 
using this oil indexation the gas market is big enough 
and liquid enough and it’s time to switch part of the gas 
from oil indexation to hub indexation. Gas is a 
commodity per se now, we have a few hubs in Europe 
and they are primary price signals for our customers but 
also for us as an importer,” he added.

Dudzinski says PGNiG expects a result in the 
arbitration case within five to six months in the best-
case scenario and by the end of 2012 in the worst-
case. He said he does not expect the case to damage 
the company’s relations with Gazprom as PGNiG 
warned the Russians several times it would seek 
arbitration if a compromise was not reached during 
their seven months of price negotiations.

Poland consumes 13.5-14 billion cubic meters per year 
of gas, of which 9.77 Bcm were contracted by PGNiG 
from Gazprom this year under a 2010 annex to their 
original 1996 agreement. The remainder comes from 
domestic production and Germany. On top of this, PGNiG 
began buying more Russian gas from Germany in 
November because prices now are around 20% cheaper.

“We’ve clearly seen since mid-2009 that the gas price 
based on oil is much higher than the price based on 
hubs. What our customers do is look at this price and 
say, ‘why should I pay more if I want to buy gas today?’ 
This is the core of the dispute between Gazprom and 
us,” Dudzinski said.

“Market conditions have changed and now we can 
hardly compete. New players that have no long-term 
contracts and buy gas at hubs can deliver gas cheaper 
than old incumbents. We accept the volumetric risk in 
long-term contracts – we’re not saying we want to 
remove the take or pay clause, but we must be able to 
compete on the market,” he said.

New competition
PGNiG, which until now has enjoyed a virtual monopoly and 
sells around 97% of all gas on the Polish market, has 
begun to lose business as large gas users such as 
Poland’s chemical companies and its largest refiner, PKN 
Orlen, have started to sign contracts for gas from Germany.

Under the European Commission’s plans to create a 
single European gas market, Poland has been forced to 
open up its own market to third parties. Polish 
customers can now source their gas elsewhere because 
significant additional transmission capacity has become 
available in recent months.

Thanks to the start in November of a virtual reverse flow 
service in the Polish section of the Yamal pipeline which 
brings Russian gas into Poland and onwards to Germany, 
an additional 2.3 Bcm/year is available. In addition, 
Poland’s interconnector with the German network at 
Lasow has increased its capacity from 1 to 1.5 Bcm/year 
and 27 companies, including PGNiG, have signed 
contracts to buy gas from European suppliers as of 
January 1. A recently built interconnector with the Czech 
network also offers 0.5 Bcm/year, meaning that the 
amount of gas Poland can import outside of its contract 
with Gazprom has risen from just 1 Bcm/year to 4.3 
Bcm/year. As a result PGNiG estimates it will lose one 
quarter of its market share in the next three to four years.

The opening up of the Polish gas market is an argument 
Dudzinski puts forward to counter Gazprom’s often-repeated 
assertion that the spot market is not deep enough to 
provide the volumes needed to satisfy European demand. 
“Probably you can say this about other European countries 
because they also cannot resign from Russian supplies. 
Now we can deliver something like 40% of our imports from 
different sources than Russia. With a very small investment 
the Polish transmission system operator can increase this 
by adding two or three metering runs where the Yamal 
pipeline connects to the Polish system,” he said.

While PGNiG is concentrating on arbitration in the short-
term, shale gas is a factor that may revolutionize 
Poland’s gas market in the coming decades as the 
country is thought to have the largest reserves in 
Europe. If the more optimistic predictions become true 
Poland could even become a gas exporter. PGNiG has 
15 exploration licenses and has drilled two vertical wells 
and plans at least two more in 2012.

“Based on the first wells we drilled and those of other 
companies we know that the shale rocks contain gas 
and it is of good quality. We still don’t know if we can 
produce this gas economically. In my opinion, it’s only a 
matter of time,” he said. “Even if it is not economically 
viable today, after five or 10 years the progress of 
development will be sufficient so that the best acreage 
will produce gas economically.”
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Treasury to revisit lotos sale
Poland may sell its 53.2% stake in its second largest 
refiner, Grupa Lotos, on the Warsaw Stock Exchange, 
after failing to receive any binding bids for by the 
December 20 deadline.

The Treasury ministry said December 20 that it would 
look again at the privatization of the company, which owns 
a 10.5 million mt/year refinery in Gdansk, north Poland. 
“In accordance with the ministry’s policy of supporting the 
Polish capital market and creating Warsaw as a strong 
regional financial centre, the possibility of using the 
Warsaw Stock Exchange in the future privatization of the 
company is being considered,” the ministry said.

The ministry had previously extended the deadline for 
bids by a month from November 20 upon the request of 
its advisors and potential investors. “The extension was 
motivated by, among other things, the difficulties in 
securing funding related to merger and acquisition deals. 
The circumstances which influenced the extension of the 
bid deadline have not improved – the prolonged 
turbulence in the Eurozone does not allow this type of 
transaction,” the ministry said.

In June the ministry short-listed four bidders in the 
sale of the stake, which was valued at Zloty 6.14 billion 
($1.8 billion). Russia’s TNK BP confirmed it had lodged 
a preliminary offer. Gazprom Neft and Hungary’s MOL 
were reportedly on the list too.

Analysts believe the failure to attract even one bid is a 
reflection of the poor state of refining in Europe at present.

“This news is unlikely to surprise anyone on the 
market given the prolonged turbulence on the financial 
markets and the potentially excessive price expectations 
of the Treasury,” Peter Csaszar of Budapest-based KBC 
Securities said in a research note December 21. “In our 
view the current stock price does not discount a 
successful sale. On the other hand, the potential sale of 
Lotos on the stock exchange is new information for 
investors and as such could trigger some negative 
market reaction due to dilution fears,” he said.

Kamil Kliszcz, analyst at BRE Securities, added: “The 
lack of offers is not a surprise for us. A sale which 
meets the ministry’s price expectations on the Warsaw 
Stock Exchange at the current market price will also be 
rather difficult in the present conditions.”

Csaszar had said he believes Warsaw could relaunch 
the sale of its Lotos stake next year if market sentiment 
improves. There has also been renewed speculation of 
late about the possibility of merging Lotos with Poland’s 
major refiner, PKN Orlen. However, such a plan would 
likely face numerous anti-competition hurdles.

Aurelian wins new licenses
Poland’s environment ministry has awarded two new oil 
and gas exploration licenses in the Polish Carpathians 
and in the Permian Basin to London-listed explorer 
Aurelian, the company said January 4.

The former covers 100% of the Wetlina concession 
in the southeast of the Carpathians, covering 446 sq 
km (172 square miles) and contains the undeveloped 

Wetlina gas discovery as well as two further structures 
with potential-in-place resources estimated at 40 billion 
cubic feet (1 billion cubic meters) and 25 million 
barrels. Aurelian will study the area in year one, and 
carry out seismic surveys in the second and third years 
of the work program.

The Polish Permian basin license covers 100% of the 
Prusice concession in central Poland over 758 sq km 
(292 square miles) and is believed to be prospective for 
shale gas. Seismic surveys are to be carried out in years 
two and three after area studies in year one.

“These awards enhance our portfolio in each of our 
two core areas with attractive prospects to mature with 
low-cost work programs and risk profiles,” exploration 
director John Smallwood said. “Prusice also gives us low-
cost entry to an emerging shale gas play which aligns well 
with our technical and operational expertise,” he said.

One of Aurelian’s main projects to date has been the 
Siekierki tight gas project in Poland, which saw some 
disappointing flow results last year. Aurelian is currently 
reviewing data on Siekierki. It said at end of 2011 that 
the company would provide a full update on the tight gas 
project by the end of January. This was “a month later 
than originally planned but importantly this will 
incorporate the key well test information from Krzesinki-1 
and commercialization options for the gas discovered to 
date,” Aurelian said December 30.

Romania

Exxon, Petrom spud offshore well
Romania’s major oil and gas producer and supplier 
Petrom announced January 9 that in partnership with 
ExxonMobil it had drilled the first deepwater exploration 
well in the Romanian sector of the Black Sea.

The Domino-1 well is being drilled in the Neptun 
Block, 170 km offshore in water depths of about 1,000 
meters. Drilling operations are expected to take up to 90 
days, Petrom said.

Petrom, which is majority owned by Austria’s OMV, 
said a deepwater discovery in the Romanian sector of 
the Black Sea could transform the country’s energy 
sector. Romania is currently dependent on imports of 
both oil and natural gas. “Deepwater exploration carries 
high investment risks and requires investments of 
several hundred million dollars, yet a potential success 
would fundamentally change the perspective of the 
Romanian energy sector,” Petrom upstream chief Johann 
Pleininger said in a statement.

Petrom signed an exploration agreement with 
ExxonMobil Exploration and Production Romania Limited 
(EEPRL), an affiliate of ExxonMobil in November 2008 for 
Neptun, which covers some 9,900 sq km in water 
depths ranging from 50 to 1,700 meters. Initially, the 
two companies worked together to acquire 3-D seismic 
to evaluate the block’s exploration potential. In 2009-
2010, Petrom and ExxonMobil acquired more than 
3,000 sq km of 3-D seismic data in the largest seismic 
program ever undertaken in Romania.
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Russia

Gazprom cuts 2012 spending plan
Gazprom’s board of directors approved December 20 an 
investment budget for 2012 of Rb776.7 billion ($24.2 
billion), representing a cut of around 35% on the 2011 
investment program of Rb1.2 trillion.

The reduction in investment spending had been 
expected, with analysts earlier last month saying it 
would be a positive sign for the shareholders of the 
Russian gas giant, who have long been critical of its high 
capital expenditure and low dividends. Gazprom is said 
to be considering a hike in dividend payments to nearly 
Rb199 billion in 2012, compared with Rb91.1 billion 
paid out in 2011.

At the same time, analysts have said Gazprom could 
well end up increasing its spending over budget throughout 
the year as has happened in the past. In late 2010, 
Gazprom approved its investment program for 2011 at 
Rb816 billion but then increased it to over Rb1.2 trillion.

According to the investment program, capital 
expenditure in 2012 will be Rb709.6 billion, of which 
52% will be allocated to transportation and storage 
facilities, and around 33% on gas production facilities.

In terms of upstream, the capex priority will be the 
pre-development of the Bovanenkovskoye, Zapolyarnoye, 
Medvezhye, Urengoyskoye, Yamburgskoye and other 
fields, Gazprom said. In gas transportation, priority 
projects will include the construction of the 
Bovanenkovo-Ukhta and Ukhta-Torzhok gas trunk 
pipelines as well as the Gryazovets-Vyborg, Pochinki-
Gryazovets and SRTO-Torzhok lines.

The 2012 investment program includes Gazprom’s 
participation in the Shtokman and Prirazlomnoye fields’ 
development and the construction of the Nord Stream 
and South Stream gas pipelines, as well as projects in 
Africa, the UK, Vietnam, Latin America and Uzbekistan.

TNK-BP to triple Achimov budget
TNK-BP is to invest $250 million in the further 
development of the deep Achimov horizons in West 
Siberia in 2012, up more than threefold on 2011’s $66 
million, the Anglo-Russian producer said December 20.

The Achimov horizons in the Vostochno-Urengoyskoye 
and Novo-Urengoyskoye fields in Russia’s Yamal-Nenets 
Autonomous region are being developed by TNK-BP’s 
wholly owned subsidiary Rospan.

“The increased investment in the development of 
Rospan’s Achimov horizons is an important step in 
implementing TNK-BP’s gas strategy,” Alexander 
Sleptsov, head of gas projects, said in a statement.

Rospan started gas production at the first well in 
the Vostochno-Urengoyskoye field in early October. 
Total gas production as of December 1 reached 
around 17 million cubic meters, TNK-BP said. 
Production from the second well in the field is to 
start by the end of the year, the company said.

In 2012, TNK-BP plans to start commercial 
production from another seven wells at the Vostochno-

Urengoyskoye field and another three wells at the Novo-
Urengoyskoye field, it said. “This will allow [the 
company] not only to stabilize the existing gas and gas 
condensate production volumes over the next year but 
will also create pre-conditions for output increases in the 
future,” Sleptsov said.

Total investment in Rospan from 2012 to 2021 may 
reach around $5.5 billion, TNK-BP’s vice president for 
strategy and business development Stan Miroshnik said 
in September. The recoverable gas reserves of the 
Achimov horizons are estimated at around 700 billion 
cubic meters, TNK-BP said.

Repsol, Alliance formalize E&P JV
Spanish integrated oil and gas group Repsol and 
Russia’s Alliance Oil announced December 20 that they 
had formalized their $840 million Russian exploration 
and production joint venture.

Under the deal, first announced in June 2011, the 
two companies will work together to further develop 
producing Alliance assets with the joint venture to “serve 
as a vehicle to facilitate reserve growth through 
acquisition opportunities in oil and gas exploration and 
production in Russia”.

Alliance, a Swedish-listed upstream group, will have 
a 51% stake in the venture, to be known as Alliance 
Repsol Oil and Gas (AROG), whose asset base will be 
worth some $840 million, the companies said in a 
statement. Repsol will hold 49%. Repsol already owns a 
3.5% stake in Alliance Oil as a result of the merger 
between Alliance and West Siberian Resources, in which 
Repsol initially held 10%, in 2008.

Alliance will contribute its upstream assets valued at 
$570 million in the Volga-Urals region in southern 
Russia to the joint venture, while Repsol will carry out a 
capital increase and also pay cash to Alliance. Repsol is 
expected to contribute $440 million in cash ($270 
million to the joint venture and $170 million to Alliance).

The assets to be contributed by Alliance are its 
upstream subsidiaries Saneco and Tatnefteodatcha, 
which have licenses at 14 fields with proven and 
probable oil reserves of 171.5 million barrels as of 
the end of 2010. Output from the fields is around 
20,500 b/d.

The companies expect to complete the transfer of 
assets into the newly established JV during 2012, 
Repsol CEO Antonio Brufau said.

“The assets are generating cash and do not need 
any further [financial] support,” Alliance Oil President 
Musa Bazhaev said at a briefing in Moscow. The 
partners also have not ruled out “a significant increase 
in production” following additional exploration and 
implementation of new technologies, Brufau said at the 
same event in Moscow. Repsol will provide the know-
how and technology to improve productivity at Alliance’s 
mature fields in Samara and high viscous fields in 
Tatarstan, Alliance officials said previously.

In addition, the joint venture will also look to buy 
further oil and gas assets in Russia, the companies 
said. Acquisitions could take place as soon as in 2012, 
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Brufau said. The venture will have first rights to pursue 
any new upstream business opportunities identified by 
either Alliance or Repsol in Russia. “If a partner is not 
interested, then the other partner can pursue the 
opportunity independently,” Brufau said, adding that the 
partners do not expect to see shareholders conflict 
similar to that by TNK-BP.

The first asset to be added to the joint venture will 
be Eurotek, a Russian exploration and production 
company developing gas fields in Western Siberia, which 
Repsol said December 29 it had agreed to acquire for 
$230 million. Under the deal, Repsol said it would take 
control of the Syskonsyninskoye and Yuzhno-
Khadyryakhinskoye gas fields, which are scheduled to 
begin production in 2012 and 2016 respectively. The 
two gas fields hold total proven and probable reserves of 
115 million barrels of oil equivalent. Repsol said it would 
contribute Eurotek’s assets at cost to AROG, as part of 
its Repsol’s commitments to the joint venture in cash 
and assets. Repsol said the acquisition of Eurotek, 
which is on a debt-free basis, has been pre-approved by 
Russia’s Federal Antimonopoly Service.

Bazhaev, meanwhile, stated that Alliance Oil will 
further focus on its gas business, potentially 
accelerating talks with Sberbank on the acquisition of 
the Dulisma field in East Siberia.

Brufau did not rule out that at a later stage Repsol 
could move other assets that the Spanish company has 
in Russia into the joint venture.

Repsol has a 74.9% stake in Eurotek-Yugra, which 
holds exploration and production licenses in the 
Karabashsky 1 and 2 blocks in West Siberia. Brufau 
also said that his company did not plan to increase its 
stake in Alliance. “We don’t see any need to increase 
our stake in Alliance, we are to build our business 
through the JV,” he said.

Analysts see the move as an important strategic one 
for Repsol to broaden its geographical footprint that is 
still heavily dominated by Latin America, while allowing 
Alliance to enhance its upstream performance through 
the Spanish major’s upstream expertise.

Alliance Oil is controlled by the Bazhaev family and is 
part of OAO Alliance, founded in 1998 by Zia Bazhaev, a 
Chechen businessman. It has upstream and downstream 
operations in Russia and Kazakhstan with proven and 
probable oil reserves of 638 million barrels. It also 
controls the Khabarovsk oil refinery in Russia’s Far East 
with annual crude throughput of 4 million tonnes, and 
more than 250 service stations as well as wholesale oil 
product terminals in the Far East.

Total, Novatek to develop gas field
Total and its partner Novatek have taken a final 
investment decision on the development of the 
Termokarstovoye gas and condensate field in Russia’s 
Yamal Nenets region.

Total said in a statement December 16 that the 
companies hope for first production in 2015 from the 
field, which contains estimated reserves of around 47 
billion cubic meters of gas and 10 million mt of 

condensate. The project is aiming to achieve a production 
capacity of around 65,000 b/d of oil equivalent.

Total gave no estimate of the possible cost of 
the development. Novatek, Russia’s largest 
independent gas producer, holds a 51% stake in the 
field and Total the remaining 49%.

Termokarstovoye is one of a number of projects 
Total hopes will boost its oil and gas production in 
Russia to 300,000-400,000 boe/d by 2020, up from 
a current level of just 30,000 boe/d, the company 
said last year. The French company holds a 14.09% 
stake in Novatek, and also a 20% stake in the 
planned Yamal LNG project with Novatek.

lukoil forms JV with Bashneft
Russia’s second largest crude oil producer Lukoil 
announced December 27 that it had closed deals on a 
joint venture and partnership with mid-sized oil firm 
Bashneft to develop the giant Trebs and Titov oil fields 
in the Russian Arctic.

“Bashneft and Lukoil having completed the 
establishment of the joint venture to develop Roman 
Trebs and Anatoly Titov oil fields are proceeding to 
the active deployment of the project,” the company 
said in a statement.

Among agreements signed by Lukoil president Vagit 
Alekperov and Bashneft president Alexander Korsik, 
Lukoil has acquired a 25.1% stake in Bashneft-Polus, 
which holds the license for the Trebs and Titov oilfields, 
for the sum of Rb4.77 billion. At the same time, 
Bashneft-Polus signed an agreement to purchase 29 
exploration wells at the aforesaid fields from OOO Lukoil-
Komi for $60 million. The other document signed is a 
joint venture partner agreement.

The Trebs and Titov deposits are among the most 
promising in the Timan-Pechora province with C1 
reserves estimated at 78.9 million tons and 63.4 million 
tons of oil respectively. Bashneft was a granted a 
25-year license for the deposits in February 2011 
following an auction in December 2010. The two 
companies signed an agreement to establish a joint 
venture to develop the fields in April last year. Earlier 
last month, the license was reissued to Bashneft-Polus.

Oil from the Trebs and Titov fields will be transferred 
to oil tankers at Lukoil’s Varandey loading terminal in 
the Barents Sea, while associated gas could be 
delivered to the energy centre of the Yuzhnoye Khylchuyu 
field, developed by Naryanmarneftegaz (a joint venture of 
Lukoil and ConocoPhillips), to generate power for 
production processes at the Trebs and Titov fields.

SurgutNG starts up new oil field
Russia’s fourth-largest oil producer Surgutneftegaz has 
started production at North Talakan in East Siberia, the 
company said December 20.

Surgutneftegaz expects crude production at the field 
to average 800,000 mt per year (16,000 b/d) in 2013 
once a booster compressor station is built. North 
Talakan is the company’s third oil producing field in East 
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Siberia following the commissioning of the Talakan and 
Alinskoye fields in 2008 and 2009, respectively.

East Siberian crude is sent to markets in the Asia-
Pacific via the East Siberia-Pacific Ocean pipeline (ESPO). 
Surgutneftegaz officials have said the company plans to 
launch four new fields in East Siberia over 2011-2015. 
The company holds 24 licenses in the region.

Rosneft secures Okhotsk licenses
Russia’s Rosneft has received exploration and production 
licenses for five blocks in the Okhotsk Sea in Russia’s 
Far East, the state-run company said December 19.

The company estimates combined recoverable 
reserves of the Magadan 1, 2, 3 and Lisyansky and 
Kashevarovsky blocks at 1.1 billion mt (8 billion barrels) 
of crude and 2 trillion cubic meters of gas. All five blocks 
require additional exploration to prove they contain 
recoverable reserves, according to Russia’s natural 
resources ministry. The licenses were awarded following 
a government decision.

Under Russian legislation, only state-run 
companies enjoy the right to explore and develop 
strategic reserves, so licenses for such fields can be 
issued without tender or auction.

India remains interested in Russia
Indian companies, in particular ONGC Videsh, remain 
interested in participating in new Russian oil and gas 
projects, according to a joint statement by Russia’s 
President Dmitry Medvedev and India’s Prime 
Minister Manmohan Singh following talks in Moscow 
December 16.

“The parties have confirmed intentions to expand 
cooperation in the hydrocarbon segment in line with the 
intergovernmental agreement on oil and gas cooperation 
signed in...2010,” the statement said. “The Indian side 
has once again expressed interest in participation of 
ONGC [Videsh] in the shareholding capital of new 
Russian projects,” it added.

ONGC Videsh, the overseas arm of state-owned Oil and 
Natural Gas Corporation, has been in talks with Russian 
conglomerate Sistema over the acquisition of 25% in mid-
size Russian producer Bashneft since December 2010. 
Sistema intends to sell the stake in Bashneft to finance 
the development of the major Trebs and Titov oil fields in 
Russia’s West Siberia, and jointly with ONGC Videsh 
develop other projects, Sistema President Mikhail 
Shamolin said earlier this year. According to the Russian 
classification system, the fields have C1 and C2 reserves 
– roughly equivalent to “possible” reserves – of 140.1 
million mt. Lukoil formalized the acquisition of 25% in the 
Trebs and Titov project from Bashneft in December.

Talks between ONGC Videsh and Sistema, previously 
expected to finish in autumn, have stalled due to 
differences of opinion on prices as well as management 
changes in the Indian company, according to Bashneft 
head Alexander Korsik. Commenting December 14 on 
the progress of the talks, Shamolin said Sistema plans 
to start negotiations with other companies if no deal is 

reached with ONGC Videsh by year-end. “We have set 
our internal deadline for the end of 2011. If no deal is 
reached by that time, in 2012 we’ll start talks with our 
other strategic partners,” he said. Shamolin declined to 
elaborate on which of Sistema’s partners could be 
interested in the deal, but added that most of them are 
foreign companies. At the same time, Sistema intends 
to continue negotiations with the Indian company in 
2012, he said.

ONGC Videsh is also in talks with Gazprom on joint 
development of LNG projects, gas pipelines, 
transportation and marketing, according to a statement 
by India’s oil ministry in early December. Petronet LNG, 
which signed a heads of agreement for supply of about 
2.5 million mt of LNG from Gazprom recently, is also 
interested in participating in the projects along with 
ONGC, the ministry statement said.

Additionally, ONGC Videsh is interested in joining the 
Sakhalin-3 gas project in Russia’s Far East, the 
statement said. ONGC already holds a 20% participating 
interest in Sakhalin-1.

Rosneft ups 2012 output target
Russia’s biggest oil producer Rosneft said December 22 
it plans to increase crude production to 124 million mt 
(2.48 million b/d) in 2012, up 1.2% from output of 
122.5 million mt forecast for 2011.

Rosneft President Eduard Khudainatov said the 
company was among the fastest growing oil producers in 
Russia, with its share of total Russian output rising in 
2011 to 24%. “In an environment where the volume of 
oil produced in Russia and globally is generally on the 
decline, the production of hydrocarbons by Rosneft will 
have increased by 2.5% in 2011 to over 122 million mt 
of oil and gas condensate,” Khudainatov said, adding 
that Rosneft’s share of oil production in Russia 
increased from 23.7% in 2010 to 24% in 2011.

Based on its third-quarter results, Rosneft’s 
average daily production exceeded that of 
ExxonMobil: the US major’s crude production fell by 
172,000 b/d year on year to 2.25 million b/d in the 
period. Rosneft’s output in Q3 averaged 2.4 million 
b/d, and in July hit a record level of 2.47 million b/d 
mainly as a result of the continued ramp-up of 
output at its Vankor field in East Siberia.

Crude production at Vankor – the key crude source of 
the country’s new export blend ESPO – is expected to 
increase to 18 million mt in 2012, up from 15 million mt 
expected in 2011.

The company is not planning a slowdown in spending 
either, and has planned to raise its investment program 
in 2012 by 34.8% year on year to Rb480 billion ($14.96 
billion). This will include Rb168 billion to be invested in 
the modernization of the company’s refineries, Rosneft 
said. “It is important that the Rosneft refineries being 
modernized not only increase capacity but also increase 
the production of high-quality fuel,” Khudainatov said.

Production of motor fuels compliant with Euro-3 and 
Euro-4 standards increased by more than threefold in 
2011 compared with 2010 for gasoline and 1.7 times 
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for diesel, he said. The modernization program, which 
includes the construction of 47 new units and 
reconstruction of 10 other existing units, aims at 
switching to production of motor fuels meeting Euro-5 
standards by 2015.

Rosneft’s refining throughput is forecast to grow to 
64.6 million mt in 2012 following an expected 14.7% 
year on year rise to 57.9 million mt in 2011, reflecting 
the acquisition in May 2011 of a 50% stake in Ruhr Oel, 
which owns stakes in four German refineries.

The Ruhr Oel acquisition was one example of 
Rosneft’s increased cooperation with companies outside 
of Russia this year. “In 2011 Rosneft reinforced its 
status as a reliable partner among the largest public oil 
and gas companies in the world,” Khudainatov said.

“The agreement on strategic cooperation with 
ExxonMobil, the energy partnership with China, Rosneft’s 
entry into European sales market and the 
implementation of oil and gas projects in Venezuela – 
these are all important developments showing the 
integration of the company into the ranks of leaders of 
the global energy industry,” he said.

Record oil production in 2011
Russia’s crude oil production hit a record high of 511.432 
million mt (10.23 million b/d) in 2011 as the country 
cemented its position as the world’s biggest oil producer.

Crude output was up 1.2% year on year, according to 
preliminary data released by the energy ministry’s 
Central Dispatching Unit in early January. In 2010, 
Russia produced 505.194 million mt of crude, up 2.2% 
compared with the previous year.

It is the second consecutive year that Russian crude 
production has exceeded 10 million b/d, and keeps it 
ahead of Saudi Arabia at the top of the world’s biggest 
oil producers.

The growth in oil output over the course of 2011 
reflected an upward trend throughout the year, which 
saw production top 10 million b/d every month. The 
increase, as in 2010, came mainly from the ramp-up of 
output at fields such as Rosneft’s Vankor field in East 
Siberia and TNK-BP’s Uvat project in West Siberia. The 
rate of increase had been expected to slow as the effect 
of the startup of several major new fields gradually 
diminished, but this has not been the case with 
producers in East Siberia continuing to ramp up output.

Russia’s 2011 natural gas output hit 670.5 billion 
cubic meters, according to energy ministry data, 3.1% 
higher than in 2010. In 2010, Russia produced 650.3 
Bcm of gas, up 11.5% from 2009’s level.

Serbia

Serbia secures lower import price
Serbian gas monopoly Srbijagas announced December 29 
a 12% reduction in the price it will pay for Russian natural 
gas imports in 2012, following the signing of an annex to 
its current natural gas supply contract with Russia.

The annex, which was signed by Dusan Bajatovic, the 
director general of Srbijagas, and Vladimir Koldin, the 
CEO of YugoRosGaz, the local subsidiary of Gazprom, 
sets the price and terms of gas supply to Serbia this 
year, pending the signing of a new, long-term agreement 
on gas supplies between Srbijagas and Gazprom.

Srbijagas said that the signing of the annex will 
mean that for the first quarter of 2012, it will pay $478 
per 1,000 cubic feet of natural gas rather than the 
previously planned price of $545.

The annex also specifies the conditions of use of the 
underground gas storage facility in Banatski Dvor, for the 
mutual benefit of both parties. The facility was 
developed in a joint venture between Srbijagas and 
Gazprom. Serbia launched in November the gas storage 
facility with an active capacity of 450 million cubic 
metres and maximum capacity to extract 5 million cubic 
metres of gas per day.

Earlier last month, Srbijagas’ general manager 
disclosed that the governments of the two countries 
had reached agreement in principle on a 10-year 
deal to import natural gas from Gazprom at a 
discounted price. Under the deal, which has still to 
be finalized by the two companies and approved by 
Serbia’s parliament, Gazprom would deliver 5 billion 
cubic meters of gas per year to Serbia, or more than 
double its current annual needs, Bajatovic said, but 
he did not reveal by how much the import price 
would be reduced for the Balkan country.

Serbia will be required to draw 85% of the agreed 
quantity but will not have to pay penalties for not 
taking up the remainder, he said.

The agreement will also include a possibility for 
the country to renegotiate its commercial terms each 
year, he added.

“Serbia will reduce its gas import costs, but the price 
for end-consumers will depend on the price of gas and 
oil on the world market,” he told reporters at a ceremony 
held in Pancevo to mark the start of construction of new 
low-pressure gas pipelines in the city. “If oil prices fall, 
which is difficult to expect in 2012, we could consider 
reducing the gas prices for end-consumers,” he added.

Bajatovic admitted that the agreed annual supply is 
considerably higher than Serbia’s current needs and is 
predicated on Russian investments in the Serbian 
chemical industry, most notably the Pancevo-based 
fertilizer producer Azotara as well as in new gas-fired 
power plants and new gas depots. Talks, he said, are 
ongoing between Srbijagas, Gazprom and private 
Russian investors. Srbijagas became the majority owner 
of Azotara in July 2009 by acquiring an 81.6% stake on 
the basis of its debts to Srbijagas.

Serbia imports almost all of its annual gas from 
Russia through a single pipeline through Hungary via 
Ukraine and is looking to broaden its supply routes. 
The effort includes participating in the South Stream 
pipeline project through a joint venture with 
Gazprom. The total investment into the 400 km 
Serbian portion of South Stream is estimated at 
€1.8 billion ($2.4 billion). The joint venture, in which 
Gazprom holds a 51% stake, was agreed in 2010. 
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The deal is part of wider energy pact between Serbia 
and Russia that included the sale of a majority stake 
in Serbia oil monopoly NIS to Gazprom Neft.

Yugorosgaz is 50% owned by Gazprom with Srbijagas 
and Central ME Energy & Gas, a member of the Centrex 
group, both holding 25% stakes. Srbijagas has an option 
to purchase up to 49% of the company.

Turkey

Turkey, Azerbaijan in pipeline MoU
Turkey and Azerbaijan have signed a memorandum of 
understanding concerning the construction of the Trans 
Anatolian Gas Pipeline (TANAP) to export Azeri gas to 
European markets through Turkey, a spokesman for 
Turkey’s energy ministry told Platts December 26.

The memorandum was signed by Turkish energy 
minister Taner Yildiz and Azeri industry and energy 
minister Natig Aliyev and follows the wide-ranging inter-
governmental gas transit agreement signed by the two 
countries on October 25. That included a commitment 
from the countries to transport 10-16 billion cubic 
meters per year of gas from the second development 
phase of Azerbaijan’s Shah Deniz gas field to Europe 
through Turkey.

The spokesman said the MOU allows for the 
construction of a new pipeline with an annual transport 
capacity of at least 16 bcm to carry gas from Shah Deniz 
II across Turkey as far as the Bulgarian border.

More specifically, the projected gas flow through the 
line would include 10 bcm per year of Azeri gas 
earmarked under the October agreement for export to 
Europe, together with a further 6 bcm per year of Shah 
Deniz gas, which Azerbaijan plans to sell to Turkey’s 
state gas importer Botas, and for which Botas holds 
re-export rights. “Currently it looks like that 6 Bcm/year 
will be needed for domestic demand but if not it can be 
re-exported to Europe,” he said.

Stressing that the MOU covered only gas from 
Azerbaijan’s Shah Deniz field, he said the line’s capacity 
could later be increased as needed to accommodate gas 
from other fields in Azerbaijan or countries such as Iraq 
or Turkmenistan that might at some point wish to 
develop gas exports to Turkey and Europe.

The MOU envisages the creation of a consortium of 
Azeri state upstream operator Socar, Botas and Turkish 
state upstream operator TPAO, which would be open to 
membership by other national or international oil 
companies he said.

A BP-led consortium operates the Shah Deniz field. 
In October, the group collected proposals from three 
pipeline projects competing to transport gas from the 
second phase of field development to European 
markets: the 31 Bcm/year EU-backed Nabucco project 
sponsored by a consortium of OMV, MOL, Transgaz, 
Bulgargaz, RWE and Turkey’s state gas importer Botas; 
the 20 Bcm/year Trans Adriatic Pipeline (TAP) which 
plans to carry Azeri gas through Greece and Albania and 
across the Adriatic to Italy, and is sponsored by a 

consortium of EGL, Statoil and E.ON, and the 8 Bcm/
year ITGI pipeline project which plans to carry Azeri gas 
through Greece and across the Adriatic to Italy, and is 
sponsored by a consortium of DEPA and Edison.

The Shah Deniz consortium, which includes Botas 
and Socar, had been expected to announce which 
project would be awarded the gas by early next year. 
However, the selection procedure was complicated first 
by BP announcing its own “concept” – the South East 
Europe Pipeline (SEEP) – to carry the gas by Turkey’s 
existing transmission infrastructure as far as Bulgaria – 
then by proposals to use networks of existing and new 
lines to increase the flexibility of gas deliveries to 
various regional markets, and finally by the late 
November announcement of TANAP.

The ministry spokesman said TANAP’s advantage 
over rival proposals was that Turkey and Azerbaijan 
would build the pipeline whether or not it receives 
commitments to buy the gas. “The other projects are 
dependent on commitments to buying the gas before 
construction. We’re guaranteeing to build the line up to 
the Bulgarian border. After that, whoever is interested 
can buy it,” he said.

If the Shah Deniz consortium opts to award its gas 
to TANAP, this would finish off the long-mooted 
EU-backed Nabucco project, which has faced a 
procession of problems in sourcing sufficient gas to 
make the project economic, the spokesman predicted. 
Some gas could still be awarded to ITGI or TAP, he said. 
“Gas could also be exported through Greece, but that 
depends on the outcome of future talks,” he added.

Turkey currently exports up to 800 million cu m/
year from the first phase of Shah Deniz to Greece 
under a 2001 agreement with DEPA, via the 11 
Bcm/year capacity Turkey-Greece pipeline, which has 
ample spare capacity. The line is targeted for use by 
both ITGI and TAP.

Turkey approves South Stream
Turkey has given Gazprom permission to build the South 
Stream gas pipeline through its territorial waters, 
bringing the project closer to reality but also 
strengthening Gazprom’s leverage in talks with Kiev over 
control of Ukraine’s gas transportation system.

Turkey has granted “all the necessary and 
unconditional permissions” that allow building and 
operating South Stream gas pipeline project via Turkey’s 
exclusive economic zone, Gazprom said in a statement 
December 28. The permissions were granted during a 
meeting between Russia’s Prime Minister Vladimir Putin 
and Turkey’s Minister of Energy and Natural Resources, 
Taner Yildiz, in Moscow.

Turkey’s permission to build South Stream is “the 
most serious confirmation that the project will be built in 
line with the schedule, by the end of 2015,” Gazprom’s 
CEO Alexei Miller said in the statement, describing the 
approval as “a very nice New Year gift.” Gazprom owns a 
50% stake in the underwater section of South Stream, 
which is designed to carry up to 63 Bcm/year of Russian 
gas across the Black Sea to Bulgaria. Italy’s Eni holds a 
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20% stake, and France’s EDF and Germany’s Wintershall 
each own 15%. The partners are to take the final 
investment decision in late 2012, with commercial 
operations to start at 15.75 Bcm/year in late 2015.

Gazprom is considering three main routes for South 
Stream from Bulgaria. One route is from Bulgaria to Serbia 
and on to Hungary-Austria-Italy. A second route is Bulgaria-
Serbia-Hungary-Slovenia-Italy. The third route includes 
supplies from Bulgaria to Greece and on to southern Italy.

Miller said the final parameters of South Stream 
would hinge on results of talks with Ukraine over a 
so-called package agreement that includes the price of 
Russian gas and possible joint operatorship of Ukraine’s 
gas transportation system. Future volumes of gas transit 
via Ukraine will depend on whether Ukraine offers 
Gazprom attractive terms for cooperation, Miller was 
quoted as saying by Russia’s Prime news agency.

Ukraine’s gas transportation system, which 
currently transits up to 80% of Russian exports to 
Europe, could become redundant as a result of South 
Stream, leaving Kiev facing the possible loss of 
substantial transit revenues. In 2010, Ukraine 
transited just under 100 Bcm of Russian gas to 
Europe, making billions of dollars in revenues, so a 
fully operational twin network of South Stream and 
Nord Stream, with a combined transport capacity of 
118 Bcm per year, would mean Russia theoretically 
would not need to send any gas through Ukraine.

Russia launched the first 27.5 Bcm/year train of 
Nord Stream via the Baltic Sea in November and plans 
to bring the project to its full capacity of 55 Bcm/year by 
end-2012, when the second line is built.

Receiving the permission on the South Stream 
strengthens Gazprom’s position in the talks with Ukraine, 
said Valery Nesterov, an analyst with Moscow-based 
Troika-Dialog investment bank. At the same time, Nesterov 
did not rule out that Gazprom could still drop the capital-
intensive South Stream project, which would add excessive 
export capacities, if the gas giant manages to agree with 
Ukraine on the control of the transit pipeline network and 
receives Kiev’s guarantees to eliminate transit risks.

Ukraine has offered to set up a joint venture with 
Gazprom and the EU to control the pipelines and invest 
in their modernization. The next round of talks with 
Ukraine is scheduled for January 15, with Ukraine 
seeking to re-negotiate the price it pays for Russian gas.

Gazprom’s deputy CEO Alexander Medvedev earlier 
December 28 said Gazprom would not cancel the South 
Stream project even if an agreement is reached with 
Kiev on joint management of Ukraine’s gas transport 
system. “Even if we count in [the gas volumes supplied 
to Europe through] Nord Stream, South Stream, Nabucco 
and LNG supplies, Europe will still have a [supply] deficit 
of 15-20 billion cubic meters/year,” Medvedev said.

Turkey extends Russian gas imports
Russia and Turkey have reached agreements to extend 
contracts until 2021 and 2025, Russia’s Prime Minister 
Vladimir Putin said December 28 at a meeting with 
Turkey’s Minister of Energy and Natural Resources, 

Taner Yildiz, in Moscow, according to a transcript of the 
talks posted on the Russian government’s website.

In a separate statement, Gazprom said CEO Alexei 
Miller and the head of Turkey’s state gas importer Botas 
Fazil Senel had signed addendums to existing contracts 
on supplies of Russian gas via the Blue Stream and 
Trans-Balkan pipelines in 2012. “The signed documents 
allow increasing contracted gas volumes [to be supplied] 
to Turkey in 2012” under contracts signed in 1997 and 
1998, the statement said December 28. Gas supplies 
to Turkey are to grow by at least 2 Bcm next year, Miller 
said after the meeting, as reported by Prime.

Gazprom estimates its gas supplies to Turkey at 
25.8 billion cubic meters in 2011, compared with 
minimum contracted obligations of 24 Bcm. Gas is 
currently supplied under two contracts – the 25-year 
contract for supplies of 16 Bcm/year of Russia gas via 
Blue Stream signed in 1997 and the 23-year contract 
for supplies of 8 Bcm per year via Trans-Balkan Pipeline 
signed in 1998.

A source familiar with the deal said the new 
agreements provide for the possibility to deliver up to 6 
Bcm/year of natural gas that Russia supplies under a 
separate contract expiring December 31, 2011 and that 
is not to be renewed.

Under the 1986 contract, Turkey was to import up to 
6 billion cu m/year through the Trans-Balkan Pipeline 
starting in 1987 for 25 years, after which the contract 
would continue for a further five years on the same 
terms unless either side decided to end it.

Gas supplies are continuing under other two 
contracts. These include the 25-year contract for 
supplies of 16 Bcm/year of Russian gas via Blue Stream 
signed in 1997 and the 23-year contract for supplies of 
8 Bcm/year via Trans-Balkan Pipeline signed in 1998.

Bosphorus Gaz applies to import
Turkish gas supplier Bosphorus Gaz, which is part owned 
by Gazprom, has applied to Turkey’s energy regulator for 
a license to import 750 million cubic meters per year of 
Kazakh natural gas into Turkey via Russia, through the 
existing Transbalkan I gas pipeline, a spokesman for 
Turkey’s energy regulator EPDK, told Platts January 4.

“The application has to be approved by both 
[Turkey’s state gas importer] Botas, and the energy 
ministry,” he said explaining that it could take a few 
months before the EPDK was in a position to issue the 
license allowing for imports to begin.

The gas will be imported via the existing 6 billion cu 
m/year Transbalkan I gas pipeline, currently being used 
by Botas to import 6 Bcm/year of gas under a 25-year 
contract with Gazprom. This had been scheduled to end 
on December 31 following a decision by Turkey’s energy 
ministry not to extend the contract for up to five years 
and instead to allow private sector companies to 
negotiate import contracts directly with Gazprom up to 
the 6 Bcm/year capacity.

To this end companies applied November 26 to 
the EPDK for licenses to import gas through the line, 
two of which – Bosphorus Gaz and Aksa Dogal Gaz – 
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subsequently signed MoUs indicating agreements 
with Gazprom for unspecified volumes of gas. All the 
applications were put on hold, however, with the 
EPDK insisting that in order for an import license to 
be issued the application must be made on the back 
of a signed purchase agreement for the gas. The 
energy ministry subsequently confirmed late 
December that the Botas import agreement with 
Gazprom had been extended until at least March to 
allow private sector companies to conclude purchase 
agreements with Gazprom.

Bosphorus Gaz is 40% owned by Gazprom Germania 
and 60% by Turkish company Turk Enerji, which in turn is 
50% owned by Turkey’s Sen family and 50% by Dutch 
registered Ringas Management BV.

The other companies which had applied for 
import licenses were confirmed as Aygaz, OMV, 
Demiroren, Zorlu, Kor Dogal Gaz, Turcas, Gazon, 
Istanbul Enerji, Naturgaz, Egegaz, Enerco, Avrasya 
Gaz, Akfel, Gazline, Gazport, Bir Enerji, Dogal Enerji, 
Cesme Gaz, Hattusa, Saf Dogal Gaz, OPM Enerji, 
Kibar, Maya, and Sezar Tekstil.

Ukraine

Ukrnafta to resume drilling
Ukrnafta, Ukraine’s largest oil producer, said December 
28 it plans to invest at least Hryvna 425.5 million ($53 
million) to drill new wells in 2012.

The company plans to start 16 new oil wells, 
including nine horizontal ones. Ukrnafta also intends 
to conduct hydraulic fracturing on 80 oil wells and 
several gas condensate wells. Its capex program for 
2012 also calls for modernizing two Uralmash 3D 
heavy drilling rigs and acquiring 3D seismic data for 
the company’s fields as well as modern reservoir 
modelling software.

Kiev-based brokerage Dragon Capital said that the 
company’s decision to focus on production from oil and 
gas condensate wells reflects low gas prices and the 
fact that it is required to sell its gas at the regulated 

below-market price as opposed to oil and gas 
condensate output, which it can sell at market prices.

“We think Ukrnafta’s focus on oil and gas 
condensate well drilling and rehabilitation is primarily 
explained by low gas prices forced on the company by 
the state regulator, with the 2012 price for Ukrnafta left 
unchanged year-on-year at Hryvna 458 per 1,000 cubic 
metres ($57/’000 cu m), compared to the current 
market price in excess of $400/’000 cu m,” said 
analyst Dennis Sakva. 

“Currently the company has several court decisions 
allowing it to commercially process the gas it extracts, 
but in the future it will still be obliged to sell its gas at 
the regulated price,” he said. However, resumption of 
drilling activities and the expansion of hydraulic 
fracturing by the company would mostly be felt in 2013, 
while production in 2012 is at best expected to remain 
flat year-on-year, he said.

UGV discovers new gas deposit
UkrGazVydobuvannya, Ukraine’s largest natural gas 
producer, announced December 27 it had discovered 
a new natural gas deposit in the northeastern region 
of Kharkiv region.

The new deposit, with estimated reserves of about 
150 million cubic metres, is the third gas discovery in 
the region in 2011 following the discovery of the 
Kuzmychevske field, containing 1.5 billion cubic metres 
of gas last September and the Borove field containing 
1.2 bcm in August.

UGV completed drilling a test well at the Kharkiv gas 
field, located 4 kilometres from the city of Kharkiv, and 
received gas inflow at a depth of between 1,515 and 
1,925 meters, the company said.

UGV, a subsidiary of the national oil and gas 
company Naftogaz Ukrayiny, produces about 75% of the 
country’s total natural gas output. The company 
produced 13.63 billion cu m of natural gas in January-
November, up 0.5% year-on-year. Ukraine produces 
about 20 bcm annually, but plans to increase output to 
at least 25 bcm per year within five years to reduce 
dependence on Russian gas imports.

East European currencies, January 11, 2011

Country Currency £ $ Eur Country Currency £ $ Eur

Albania Lek 167.14 108.85 138.09 Macedonia Denar 74.30 48.39 61.38

Belarus Rouble 12890.50 8395.00 10650.30 Moldova Leu 18.27 11.90 15.10

Bosnia Herzegovina Marka 2.37 1.54 1.96 Poland Zloty 5.41 3.52 4.47

Bulgaria Lev 2.37 1.54 1.96 Romania New Leu 5.28 3.44 4.36

Croatia Kuna 9.12 5.94 7.54 Russia Rouble 48.78 31.77 40.30

Czech Rep. Koruna 31.27 20.37 25.84 Serbia Dinar 125.78 81.92 103.92

Estonia Kroon 1.21 0.79 1.00 Slovakia Euro 1.21 0.79 1.00

Hungary Forint 377.26 245.69 311.70 Slovenia Euro 1.21 0.79 1.00

Latvia Lats 0.85 0.55 0.70 Turkey New Lira 2.86 1.86 2.36

Lithuania Litas 4.18 2.72 3.45 Ukraine Hryvna 12.35 8.04 10.20

Source: Financial Times
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