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WASHINGTON, D.C. December 21, 2007
TO: NCSJ Leadership and Interested Parties

FROM: Edward B. Robin, Chairman;
Lesley Israel, NCSJ President;
Mark B. Levin, NCSJ Executive Director

In Brief: End of the Year Musings
Dear Friend,

This has been a very successful and important year for NCSJ. Whether it's dealing with anti-Semitism or community
development, NCSJ has been in the forefront of activity in the former Soviet Union. | am proud of the ongoing
outreach efforts with the FSU governments that enable us to address the needs of the Jewish communities. In
addition, | am proud of the partnership that exists between our lay leadership and the NCSJ staff. We are fortunate to
have such a strong commitment from both in fulfilling our organization’s vital mission. Also, it is gratifying to know the
partnerships we have created with our member agencies, federations, and CRCs have strengthened and expanded
the number of Jews connected to the communities of the FSU.

In another year-end tradition, TIME magazine has selected its “Person of the Year” — Russian President Vladimir
Putin, who certainly has been one of the dominant personalities in 2007. Many of his policy decisions had an impact
not only on Russia, but on the rest of the world as well. While the West focuses much of its attention on the
increasingly authoritarian behavior of Mr. Putin, many Russians support Mr. Putin’s belief that the West in general and
the United States in particular treat Russia as a second-class citizen in the world community. Putin’s message that
Russia is not to be taken for granted economically and politically resonates well with much of the Russian population.
Given Russia’s ever-expanding financial resources, it will continue to assert itself regionally and globally, and Russia’s
aggressive international agenda will continue to confound and confront the United States and its allies.

As focused as the United States is and will be on our own elections in 2008, we cannot afford to ignore what is
happening inside of Russia. How many of our presidential candidates in either party have spent more than a few
minutes articulating what the U.S.-Russia relationship should be? Russia possesses the largest nuclear arsenal in the
world, some of the largest natural resources reserves, and a strong willingness to utilize these assets to reassert itself
on the world stage. As the United States goes through the primary and general election cycles, | hope we don't forget
that Russia matters.

NCSJ has its own end of the year tradition — the annual Chanukah Appeal. | want to thank those who have already
contributed, and remind everyone else that it is not too late to support our work. You can find a donation form at
http://www.ncsj.org/AuxPages/2007-donate.pdf.

| hope you have a happy and healthy New Year.

Cordially,

VoGl

Mark B. Levin
Executive Director
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#la
Mitzvah Mobile hits Moscow streets
JTA Brief, December 18, 2007

Chabad launched its first Mitzvah Mobile in Moscow.

The vehicle, a large trailer home adorned with Jewish symbols, has been driving the streets of the Russian
capital since the beginning of Chanukah. Its mission is to expose people, especially secular Jews, to Jewish
traditions and customs.

Rabbis, distributing Shabbat candles to women and teaching men to don tefillin, ride along on the missions.

The response has been extremely positive, according to a news release by the Chabad-led Federation of
Jewish Communities of Russia.



“I was shocked by the overwhelmingly positive response we got from strangers on the street," said Rabbi
Shmuel Kuperman, who made the inaugural run. "People were streaming into the mobile with only smiles
and good cheer. It was not what we expected to happen in the center of Moscow."

The Mitzvah Mobile has been a fixture in large American cities since 1974, but was making its Russian
debut in Moscow.

#1b
4 arrested in Jewish school attacks
JTA Brief, December 18, 2007

Police have made four arrests in connection with attacks on a Jewish school in Russia.

Officers in the city of Bryansk, located 235 miles southeast of Moscow, charged three teenagers and one
university student in a string of attacks on a local Jewish school.

According to a report on the Jewish.ru news portal, the youths attacked the Ohr Avner school five separate
times within the span of one month beginning at the end of October. They allegedly knocked out eight of the
school’s nine windows while shouting anti-Semitic slogans.

The four suspects have admitted to being members of a neo-Nazi group.

#1c
Putin awards rabbi for helping stop synagogue rampage
Interfax, December 18, 2007

MOSCOW - President Vladimir Putin will confer a state award on a Chabad Rabbi for helping stop a young
man who burst into a Moscow synagogue in January 2006 and stabbed nine worshipers, the Kremlin said.

Putin awarded the Badge of Honor order to Rabbi Yitzhak Kogan.

The Rabbis son, Yosef, a student at the Chabad school wrestled the attacker, is also due to receive an
award from the Russian President.

Kogan jumped at Alexander Koptsev, at that time 20 years old, after the latter ran amok with a knife in the
Synagogue on Bolshaya Bronnaya Street in central Moscow and helped seize him.

In September last year, the Moscow City Court sentenced Koptsev to 16 years of high-security
imprisonment on charges of attempted murder and incitement of ethnic hatred and ordered compulsory
psychiatric treatment for him.

#1d
Russia, Israel agree to be visa-free
JTA Brief, December 19, 2007

Russia and Israel have reached a tentative agreement on the establishment of a visa-free regime.

The two countries reached the deal during bilateral talks in Moscow on Tuesday, according to a statement
by the Russian Foreign Ministry. No dates were announced for the start of the regime. The two
governments have been working on the deal since Sept. 16, when Israel convened a special commission to
speak with Moscow on the topic



According to a report on Itar-Tass, the Israeli Tourism Ministry expects the tourist flow from Russia to
increase to 25 million within the next three years as a result of the deal.

Israel Radio quoted Tourism Minister Yitzhak Aharonovitch as saying he hopes to expand the visa-
exemption deal to western Europe.

Jewish Agency for Israel chairman Zeev Bielsky welcomed the agreement between Moscow and
Jerusalem, saying it would encourage more young Russian Jews to visit their ancestral homeland.
#le

Putin demands tougher measures against inciting inter-religious and inter-ethnic discord

Interfax , December 21, 2007

Moscow - The FSB (Federal Security Service) must take tough action against chauvinism and inter-religious
discord, Russian President Vladimir Putin said.

"The fight against nationalism and chauvinism and any attempts to incite inter-religious and inter-ethnic
discord remains our challenge,” Putin said at a ceremony held on the occasion of the professional holiday of
security officers.

He stressed that ‘tolerance, friendliness and openness are characteristic of all Russia’s nations’. ‘It is a
source of huge inner power of this country, its endurance’, the Russian president stated.

#1f
Russian chief rabbi thanks FSB for successful fight against nationalism, extremism
Interfax, December 21, 2007

Moscow - Russian Chief Rabbi Berel Lazar is thankful to Russian special services for successful fight
against and the prevention of extremist and xenophobic crimes.

"As a representative of one of the traditional religions in Russia, | cannot fail to notice the contribution of the
Russian Federal Security Service (FSB) to the prevention of crimes committed under pseudo religious and
nationalistic slogans," Lazar said in a letter sent to the head of the FSB Nikolay Patrushev on the 90th
anniversary of the service obtained by Interfax.

Russia "has always been a multiethnic and multi-theistic" country and its might has originated from the unity
of its peoples, Lazar said.

"It is not surprising that Russia's foes will not give up attempts to undermine” the unity by means of
"Rusophobia, anti-Semitism, and the perversion of religious traditions in an extremist manner," the Russian
chief rabbi said.

#2

Interview with U.S. Ambassador in Russia William Burns
“I won't pretend that there aren't any disappointments.”
By Anton Ivanitsky

Gazeta, December 14, 2007

US Ambassador in Russia William Burns discusses the development of Russian-American relations and the
US stance on current international issues.

Question: Would you agree that we are now experiencing one of the most difficult periods in bilateral
relations?



William Burns: We are indeed going through a difficult period. But it's equally clear that there have been far
more complicated and even dangerous periods in our relations. Indeed, there are some elements of
disagreement and rivalry - but they are present against a backdrop of cooperation and partnership.

At present, we do not have a perfect strategic partnership that would enable us to reach agreement on all
key issues. But | think we should make every effort to form a partnership on strategically important matters.
| don't believe there are any ideological or strategic grounds for reviving the Cold War. | won't pretend that
there aren't any disappointments. Despite these, however, we need to focus attention on relations between
our countries in the most important areas - nuclear cooperation, non-proliferation, economic cooperation,
and assistance in resolving regional conflicts such as the Arab-Israeli conflict. We worked well together in
preparing for the Annapolis conference. The United States is grateful to Russia for making efforts to
organize the attendance of representatives from major Arab states. So it's important not to lose sight of the
areas where we are objectively trying to work together.

Question: We have heard some critical remarks from the United States about the recent parliamentary
elections in Russia. Does the fact that the USA has not called these elections unlawful, and has not refused
to recognize the outcome, mean that Washington does regard them as democratic and does intend to fully
cooperate with the Duma over the next four years? If so, don't you think the US State Department's critical
remarks are counterproductive for US-Russian relations?

William Burns: Of course we'll work with the new Duma. Of course we'll work with the new Russian
government after the presidential election. We shall cooperate on all aspects which are important for
relations between our countries and for the whole world. | don't think there's any point in adding anything to
what has already been said about the Duma elections. Neither have | ever seen any particular point in using
a lecturing or mentoring tone in this country or any other part of the world. However, I'm convinced that in
any relationship, there is a place for honest expressions of concern. That doesn't mean questioning the
legality of the outcome.

Question: Was it expected in Washington's political circles that Dmitri Medvedev would run for president
and offer Vladimir Putin the post of prime minister?

William Burns: Only Russian citizens can make the political choice in Russia. And | don't see any real point
in foreign governments speculating publicly on that topic. I'd like to emphasize that the United States wishes
to cooperate in all aspects of our relationship, which is important for the whole world.

Question: What are the chances of Ukraine and Georgia joining NATO? When does the United States
expect this to happen?

William Burns: It's hard to make such predictions. The process of joining NATO is very complicated. First,
NATO has to reach consensus with any countries wishing to join the bloc. Georgia and Ukraine, in this
case. There are also some fairly strict criteria that must be met by any country seeking NATO membership.
Finally, consent must be obtained from all 26 NATO members. At the same time, there are also numerous
structures and mechanisms that facilitate closer contacts between NATO and non- member countries. The
Russia-NATO Council is an example of such a cooperation mechanism. | think it plays a very important and
useful role for both sides. There are similar structures in the case of NATO's relations with Ukraine and
Georgia.

The door is open to all. NATO has always taken this approach.

Translated by Elena Leonova



#3
Belarusian Activist Says Beating Linked To U.S. Trip
RFE/RL, December 14, 2007

A Belarusian activist has told RFE/RL that his beating by police during a demonstration in Minsk is linked to
his recent trip to Washington, where he met with the U.S. president and testified before a Congressional
commission.

Following the incident, the United States has warned Belarus that it may extend sanctions against Belarus
due to lack of progress in allowing democratic freedoms.

Zmitser Fedaruk, fresh from the U.S. trip last week, was beaten by police on December 12 while
participating in a peaceful protest ahead of a visit by Russian President Vladimir Putin.

Witnesses have said the acting head of the Malady (Youth) Front was knocked unconscious by police and
taken away from the rally in an ambulance.

Fedaruk, speaking to RFE/RL's Belarus Service by telephone on December 13, said he believes he was
singled out because of his recent meetings with the U.S. president and lawmakers.

"l think my beating was linked to my trip to America. There were many indications of that," Fedaruk said.

"l was deliberately pushed behind the OMON [special police] cordon and there, separated from the
demonstrators, knocked down and beaten. And then they threw me back, saying something like, "Take your
man back, he made a nice trip to America."

Putin Visit

Fedaruk and about 200 others had assembled on the eve of a visit by President Putin to protest a possible
merger between Belarus and Russia. There have been reports that such a merger might be on the agenda
of the talks in Minsk between Putin and Belarusian President Alyaksandr Lukashenka.

During a press briefing in Minsk on December 13, U.S. Ambassador to Belarus Karen Stewart condemned
the Belarusian authorities' actions against Fedaruk and participants of other recent protests.(Watch her
statement.)

"These brutal actions reverse what little progress had been made by the authorities in allowing peaceful
protests. The Department of State in Washington has expressed my government's deep concern for all of
these individuals, and we call on the Belarusian officials to ensure that all necessary medical care is given
to those in need," Stewart said.

She said that in the continued absence of progress on the part of Belarusian authorities, "the United States
prepares to take further steps against other state enterprises.”

Following the Belarusian authorities' targeting of opposition supporters following the 2006 presidential
election in which Lukashenka was elected to a third term in office, the United States and the European
Union placed travel bans on Lukashenka and other government officials.

Broken Limbs

Fedaruk said from his hospital bed during his telephone interview with RFE/RL that he appreciates the
support he has received.

"I'm very grateful to my friends in the United States who have spoken in my defense and condemned [these]
actions of the regime. | was not the only victim; another young man, Zmitser, had one leg broken, and a girl,



Palina, had a finger broken," Fedaruk said. "Many returned home from [the December 12] rally with bumps.
| was taken to the hospital and was able to speak again normally only today."

Earlier on December 14, the U.S. State Department condemned the use of "brutal force" against protesters
and accused Belarusian police of "specifically targeting” Fedaruk when they dispersed the rally, leading to

his hospitalization "with serious injuries.” "This incident is another in a long series of repressive acts by the
Belarusian authorities against their own citizens," State Department spokesman Sean McCormack said.

The violent suppression of the demonstration also prompted an angry response from Congressman Alcee
Hastings, the chairman of the U.S. government Helsinki Commission (Commission on Security and
Cooperation in Europe) before which Fedaruk testified as part of a Belarusian opposition delegation visiting
Washington last week.

"Unfortunately, the intimidation and abuse by [President] Alyaksandr Lukashenka's regime does not seem
to be coming to an end anytime soon," Hastings said in a statement. "My colleagues and | on the Helsinki
Commission are determined to stand by young Mr. Fedaruk and all those in Belarus -- young and old --
struggling for freedom, democracy, and respect for human rights."

#4

Belarus Says U.S. Sanctions lllegal
By Desmond Butler

AP, December 17, 2007

WASHINGTON — Belarus' ambassador said Monday the United States was violating an agreement it
signed in 1994 by maintaining economic sanctions against his country.

Mikhail Khvostov pointed to a "memorandum of security assurances" signed by the two countries after
Belarus pledged to be a non-nuclear state under the Nuclear Non-Proliferation Treaty.

A U.S. official denied that the document had ruled out sanctions.

"We consider our actions to be wholly consistent with our political commitments and our obligations," said
David Kramer, deputy assistant secretary of state for European and Eurasian affairs.

He said Khvostov's allegation was a diversion from criticism of recent violent attacks by the government in
Belarus against political opponents.

U.S. authorities leveled sanctions this year against Belarus' state-controlled oil-processing and chemicals
company, Belneftekhim, freezing its assets and barring American companies from doing business with it. In
concert with the European Union, the United States already had sanctioned Belarus President Alexander
Lukashenko and other senior officials last year.

The United States is considering new sanctions against Belarus because of its refusal to free political
prisoners and allow democratic freedoms. The Bush administration has listed the former Soviet republic as
an "outpost of tyranny" along with other U.S. adversaries such as Cuba and Myanmar.

Khvostov said in a news conference that the United States has violated international law in regard to its
promises in the 1994 memorandum.

"It shows that at any time the Bush administration can roll back the U.S. security assurances given to a
legally binding instrument," the ambassador said.



The U.S. ambassador to Belarus, Karen Stewart, said last week that new economic measures, which would
be on top of the travel restrictions and other sanctions already in place, could target other state-owned
Belarusian companies.

Lukashenko has been Belarus' authoritarian ruler for more than a decade.

The Belarusian leader has quashed dissent and opposition groups and built a Soviet-style, centrally
controlled economy that has been heavily reliant on cheap Russian energy for its survival. Belarus has been
called Europe's last dictatorship.

The travel sanctions followed the arrests and harassment of political opponents and others during the 2006
election, which gave Lukashenko a third term but was sharply criticized as a sham by Belarusian opposition
groups and many Western governments.

#5

JDC budget short for '08
By Jacob Berkman

JTA, December 17, 2007

The Jewish community's largest international relief organization has approved a budget deficit for next year,
saying that despite a drop in support from American donors it would not cut programs to aid Ethiopians and
elderly Jews in the former Soviet Union.

NEW YORK -- The Jewish community's largest international relief organization has adopted a budget for
next year that includes a $9 million deficit, saying that despite a drop in support from American donors it
would not cut programs to aid elderly Jews in the former Soviet Union.

The American Jewish Joint Distribution Committee approved a $316 million budget last week.

It blamed the deficit on the shortfall of Operation Promise, a proposed $160 million fund-raising campaign
started in 2005 by the national arm of Jewish federations, the United Jewish Communities.

UJC officials dismissed the claim, saying the JDC knew two years ago that it would not have funding in
2008 from the campaign.

Operation Promise was intended initially to pay for the remainder of Ethiopian immigration to Israel, as well
as infuse the JDC with $30 million over three years to help needy elderly Jews in the former Soviet Union.
But the campaign fell far short of its goal because it was interrupted by Israel's war in Lebanon in the
summer of 2006.

Subsequently the UJC agreed to provide a total of $18 million over 2006 and 2007 to the JDC for
assistance in Russia and other nearby countries. In the end, UJC officials said, it sent $21.5 million for
those two years to help the elderly in the former Soviet Union.

No agreement was reached for 2008, according to UJC.
With the start of '08 approaching, JDC officials said the relief programs that were supposed to be funded by
Operation Promise are too important to cut, so the JDC board instead adopted a budget that includes the

projects even though the organization has no money to pay for them.

JDC officials said that they did not want to be in a position of denying food to starving elderly Jews in the
former Soviet Union.



"Unfortunately, when Operation Promise -- a UJC fund-raising initiative -- ended, the JDC was left at a
deficit of nearly $9 million," the JDC's chief executive officer, Steve Schwager, said in a statement. "We
remain appreciative of the UJC's continued contribution to our programs worldwide, but we are also hopeful
that the UJC and federations will partner to help raise additional funds that will enable us to keep these
critical programs running."

The JDC has a longstanding policy of maintaining a balanced budget, Schwager told JTA in an interview,
but broke the policy in this case because of its inability to move around allocations. Eighty percent of JDC
revenue is designated for specific purposes by donors.

Schwager said the organization has no reserve funds for operating costs, so it will borrow monthly from a
bank to pay for the deficit until it can find alternate funding.

Observers on both sides say the JDC is clearly positioning for more money and that the $9 million deficit
was approved to put pressure on funders -- especially the UJC.

"They created a $9 million deficit,” said one person close to the situation.

UJC leaders are apparently irked by the move and insist they have cooperated with the JDC in good faith.
They say that some money from the immensely successful Israel Emergency Campaign, which raised $360
million after the Lebanon war, was redirected into Operation Promise when it fell short.

"We have a long and productive relationship with JDC," said a UJC spokesman, who asked not to be
identified. "UJC and the federations are aware of the fact that needs are ever growing. We are confident
that through appropriate interaction, we will arrive at the right result for those that require our support. That
is what partnerships are about."

The JDC has been in discussions with UJC about a possible funding solution. One may include a change in
how the funds that the federation system funnels through UJC to the JDC and the Jewish Agency for Israel
are split.

Each federation gives UJC an allocation for the two overseas agencies to use for their core budgets. This
year the total was approximately $160 million. JDC receives 25 percent of that money and the Jewish
Agency 75 percent, as per a 2005 agreement. But the three organizations are renegotiating that split, which
could yield JDC a larger portion.

Those negotiations are in their infancy, however, and would not have any effect until July 1, Schwager said.

In the meantime, JDC President Ellen Heller says the organization will reach out to individual federations,
foundations and members of the new wealthy elite in the former Soviet Union.

#6

Russian army gets 1st chief rabbi since 1917 revolution
By Michael Freund

Jerusalem Post, December 17, 2007

MOSCOW - For the first time since the 1917 Bolshevik Revolution, a chief rabbinical chaplain is servicing
the spiritual and religious needs of Jewish soldiers in Russia's armed forces and various security services.

Rabbi Aharon Gurevich, 34, was appointed after being asked to fill the role by the chief rabbi of the Chabad-
Lubavitch movement in Russia, Rabbi Berel Lazar, who had received official permission from the Russian
government to establish a military rabbinate.



Upon accepting the post, Gurevich was granted the rank of colonel by Russian authorities and was given
permission to visit military bases freely. While his status as a military rabbi has yet to be fixed by law,
Gurevich has effectively been functioning as chief rabbi of the Russian Army since the beginning of the
year.

In a recent interview with The Jerusalem Post, the soft-spoken and cordial 34-year-old Moscow native was
full of praise for the cooperation he has received at all levels of Russia's military establishment.

"l work closely with the General Staff and its education department, and a number of army and police
generals have shown great interest in my initiative to teach about the basics of Judaism in Russian military
academies," Gurevich says.

Earlier this year, he was invited to deliver a lecture at a special seminar for top police commanders from
across the country.

As a member of the Russian Defense Ministry's Public Council, Gurevich advises the military and the police
forces on various matters relating to Jewish life.

"I visit military commands on a regular basis and determine the estimated number of Jews in the locale,
speak with their commanders and explain the need for a spiritual component in the motivation to serve," he
says.

Shortly after his appointment, Gurevich visited Israel to consult with the IDF's military rabbinate, as well as
the chief rabbi of the Israel Police, to learn more about the role and functions his office should fulfill.

Thus far, Gurevich has succeeded in arranging for High Holiday services to be held on Russian military
bases throughout the country, organized the distribution of ritual objects and newsletters among Jewish
servicemen and provided pastoral counseling to soldiers, some of whom had previously been reluctant to
openly admit their Jewish heritage.

"There are an estimated 40,000 Jews serving in the various Russian security forces, including some
generals. But the Communist past left a permanent mark on their consciousness, and many do not speak
about their Judaism among their colleagues out of concern for their careers,"” Gurevich notes, adding that "a
lot depends on their position and the location of their service.

"But | am often approached unexpectedly by senior officers and regular soldiers who had hidden their
Jewish origins until now, and | try as best I can to help them feel Jewish," he says.

While there is currently no option to

arrange for the regular supply of kosher food throughout the Russian military, Gurevich makes sure to send
care packages containing kosher food to Jewish soldiers prior to holidays and festivals.

"Before Passover," he says, "we distributed over 1,000 kilograms of matza and other kosher-for-Passover
products.”

Gurevich views education as a main component of his mission, and he has gone to great lengths to raise
awareness about Judaism throughout the Russian military, among both Jews and non-Jews alike. To this
end, he has worked closely with Russian officers to arrange for classes and periodic day-long seminars on
Judaism and Jewish culture at Russian military academies.

On the first day of Hanukka, he notes proudly, a military newspaper published by the Russian Defense
Ministry printed a lengthy article explaining the history and meaning of the holiday.



When necessary, Gurevich also intervenes with commanders on behalf of Jewish soldiers. "For example,
there are soldiers who prefer not to shave during the counting of the Omer period between Passover and
Shavuot, or those who run into issues of Shabbat observance, so | speak to their officers and explain the
situation," he says.

Born into a secular home, Gurevich was initially drawn closer to Judaism through his reading of Jewish
literature, as well as the knowledge that distant relatives had made aliya prior to World War Il and settled on
a kibbutz near Tiberias.

He says he was also influenced by the general atmosphere of the 1980s, when opposition to the Soviet
regime simmered among many Jewish youth in the capital.

"Toward the end of the '80s, we started to receive more books and materials from abroad on Jewish
national history and tradition on a regular basis," he recalls. "This would all come to play a role in influencing
my growing interest and later embrace of Jewish observance."

At the age of 16, Gurevich was surprised when he was accepted into Moscow University's Faculty of
History, particularly since he had told his interviewers that he was interested in studying the history of the
Jewish people.

"In those years, it was still considered bold or even defiant to say such a thing," he recalls somewhat
mischievously.

Alongside his university studies, Gurevich enrolled at Moscow's Yeshiva Tomchei Temimim. Upon
completing his degree, he continued his religious studies at a hassidic yeshiva in Jerusalem and later
received his rabbinical ordination. After a two-year stint as a rabbi in Frankfurt, Germany, he returned to
Russia eight years ago to become involved in Jewish outreach work.

While issues such as anti-Semitism and the reluctance of many Russian Jews to identify Jewishly present
Gurevich with some formidable challenges, he is nonetheless keenly optimistic about his work.

"The creation of a Russian military rabbinate has helped many Jewish soldiers to feel a greater sense of
pride about their identity," he insists. "As much as possible, | travel around the country, going from base to
base to awaken within them a stronger sense of connection. There is still a lot of work to be done."

#7

The Two Towers of Future Russia

The Rise of Dmitry Medvedev and the Re-Configuration of Post-Soviet Politics
By Andreas Umland

Russia Profile, December 17, 2007

Arguably, Vladimir Putin’s nomination on Dec. 10 of Dmitry Medvedev as his preferred successor, and
Medvedev’s subsequent offer for Putin to become Russia’s future prime minister will change the structure of
post-Soviet Russian politics. Whatever this move may, in the end, entail for the exact redistribution of power
in Moscow, it implies that Medvedev will, probably, become Russia’s official leader, while Putin will remain
its most powerful man after March 2008. Medvedev’s rise means that Russia might have a serious chance
to embark anew on a course of political liberalization and democratization. It will provide a welcome
opportunity for Western governments and organizations to reestablish a better partnership with Moscow.
However, it also presents a threat that Moscow politics will once again become ideological: Medvedev’s
office may become the focal point of liberal and pro-Western trends in Russia while other institution could
become the power base for Moscow’s anti-Western nationalists.

During recent years, Medvedev repeatedly and publicly positioned himself as a moderate, pro-democratic
politician whose foreign policy preferences are pro-European, if not pro-Western. This is not surprising,



considering MedvedeV’s early political biography. In assessments of the current first deputy prime minister,
the focus has often been on the link between Medvedev and Putin during the 1990s. What has drawn less
attention from observers is that Medvedev became a pro-democratic activist and politician before meeting
Putin, at a time when Putin was still working for the KGB in East Germany. In 1988, Medvedev joined the
team of the famous Russian demaocrat Anatoly Sobchak and was the de facto head of Sobchak’s successful
campaign for a seat in the Congress of People’s Deputies of the Soviet Union. Until that time, Medvedev
had been a graduate student and lecturer in legal studies at Leningrad State University where Sobchak
worked as a professor of law. Putin met Sobchak earlier, while pursuing his undergraduate degree in
international law at Leningrad State University between 1970 and 1975; Sobchak became an assistant
professor in the department in 1973. Entering the KGB after graduation, Putin was, obviously, never a
member of the Soviet Union’s democratic movement. The president began his political career only later,
when, in 1990, Putin returned to his alma mater and re-established his acquaintance with Sobchak — either
accidentally or on the behest of his KGB superiors.

In the late 1980s, Sobchak and his then-assistant Medvedev were among those risking their professional
careers (and possibly more) by coming publicly out as critics of Stalinism and supporters of Gorbachev’s
Perestroika. Putin joined Sobchak’s team only after he had been elected Speaker of the St. Petersburg City
Council (Lensovet), in May 1990. In contrast to Putin, Medvedev can be counted as a member of the pro-
democracy movement that brought down Soviet one-party rule.

For these reasons, Putin’'s nomination of Medvedev is better news for Russia’s relations with the West than
many pundits have predicted. The man who is likely to become Russia’s next president is not only an
enlightened lawyer and representative of a younger Russia, but also a former anti-Soviet activist with
democratic credentials. Against this background, MedvedeV's frank rejection of the Kremlin's new concept
of “sovereignh democracy” — a formula designed to justify government meddling in mass media, party politics
and civil society — is of little surprise. The picture becomes complete when considering Medvedev’s
exceptionally strong condemnations of post-Soviet ultra-nationalism and anti-Semitism.

In the future, the West will have to consider not only that the highest representative of Russia can be
counted as a full supporter of the catalogue of basic Western values such as political pluralism, division of
power and checks and balances; the West will also have to develop a strategy for how to behave with
regard to the coming realignment through ideology of high politics and power struggles in Moscow.
Medvedev’s rise and the emergence of a “pro-Western tower” in the state apparatus will not, by itself, entail
that Russia becomes an ally of the EU or NATO. Rather, politics in Moscow will again become
confrontational since the authority of Putin’s successor, aided by a circle of like-minded allies in the
government (such as Alexei Kudrin, Dmitry Kozak and Elvira Naibullina) could mobilize and unite the large
anti-Western constituency in various sectors of the Russian elite. The power-hungry cynics in the Kremlin,
in the face of a re-democratization of Russia “from above,” might even agree to an alliance with Russia’'s
numerous ultra-nationalist groups. We might soon observe the emergence of another, different “tower” in
the Russian state apparatus around which Moscow'’s various anti-Western politicians, publicists and
bureaucrats could unite. Conveniently, in such a constellation, Putin would be mediating between the two
competing camps.

While Medvedev's rise as such is good news for Russian-Western relations, it makes forecasting Russia’s
future domestic development and foreign policies more complicated. The West will have to choose a
prudent course of supporting possible pro-democratic changes initiated by Medvedev while not undermining
his authority in Russia. Russian public opinion and, especially, Moscow’s elite discourse has become anti-
Western and particularly anti-American to the extent that demonstrative support by the West weakens
rather than strengthens the position of a public politician. With Putin’'s move, Russia’s future looks again
more promising, yet also more unpredictable than before.

Dr. Andreas Umland is a lecturer at the National Taras Shevchenko University of Kyiv, editor of the book
series “Soviet and Post-Soviet Politics and Society” (www.ibidem-verlag.de/spps.html), and the compiler of
“The Russian Nationalism Bulletin” (groups.yahoo.com/group/russian_nationalism/).
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Russia by the Numbers

By Stephen Sestanovich

Wall Street Journal, December 17, 2007

After meeting with leaders of the European Union recently, Vladimir Putin boasted that the surging Russian
economy has overtaken that of Italy, and will overtake France in 2009. Such astonishing claims have
become commonplace in statements by Russian officials, who insist Russia will become the world's fifth
largest economy by 2020.

Mr. Putin's popularity at home -- and his standing abroad -- rest in large part on economic performance, so
it's worth looking closely at these forecasts. They are based on a system of measurement called
purchasing-power-parity (PPP), under which economists try to assign every good -- from rice to subway
fares -- the same price world-wide. (The conventional method, by contrast, takes the price of goods
produced locally and translate them into dollars at the current exchange rate.) PPP inflates the size of poor
economies in which food and the other basics of life are cheap. In the Russian case, black bread, vodka
and run-down apartments pump up GDP.

The effect can be dramatic. Measured in conventional terms, Russia, far from overtaking France in two
years, is actually less than half its size -- $1.22 trillion vs. $2.52 trillion. At current growth rates, their GDPs
will not be equal for 17 years. All those people who sneered about the puny Russian economy of the 1990s
-- no bigger than the Netherlands, they said -- need to update their numbers, but not by much. After eight
years of strong growth, the Russian economy -- in conventional terms -- is now as big as the Netherlands
plus Belgium and Luxembourg.

Of course, which system of measurement is "right" depends on what you want to know. If you're interested
in a country's place in the global economy, then exchange-rate measures are for you. If you want a feel for
living standards, then purchasing-power-parity can, carefully used, be a helpful tool. And not just to
measure food consumption: During the Cold War the U.S. government estimated the Soviet military budget
by asking how much it would cost for the U.S. to produce the same fighting force. Once you assigned Red
Army conscripts the same wages as American volunteers, Soviet defense spending looked a lot scarier.
You might say this is what Mr. Putin is trying to do for his entire economy.

There are, however, two problems with the way Russian officials treat these GDP estimates. First, they use
the PPP numbers to measure something -- their global economic standing -- that the conventional numbers
measure better. You have only to play with international trade figures for a while to see how
underdeveloped Russia's role in the world economy remains. How much, for example, would you expect the
United States to trade with a country that might soon overtake France? The U.S. exported five times more
to France in 2006 ($24.2 billion) than to Russia ($4.7 billion). This year the U.S. still exports more to the
Dominican Republic than to Russia. And U.S. two-way trade with Malaysia is twice our two-way trade with
Russia.

Perhaps, you say, Russian-American trade is atypical, and looking at Russia's trade with its closest
neighbor -- Europe -- would paint a different picture? Yes, but not as different as you might think. As Peter
Mandelson, the EU's trade commissioner, put it recently, Russia's exports to the EU are, apart from energy,
"about the same as those of Morocco or Argentina" -- slightly less than 3.5% of Europe's total imports.

The EU's energy imports from Russia are, of course, about twice that level, or 7% of all imports -- a big
number. But it too should be kept in perspective. Between 2000 and 2005, Russia's share in European
natural gas imports dropped, from 50% to 42%. European politicians say they want to diversify their sources
of supply. They're talking about something that may already be happening and can be pushed further.

There is a second problem with Russian leaders' economic claims. If we use PPP figures as intended -- to
compare living standards -- we will be at least as impressed by how far Russia has to go as by how far it
has already come. Just consider per-capita GDP growth in Russia, France and Italy. Under Mr. Putin,



Russian per-capita income -- even in PPP terms -- has gone from somewhat less than a third of the level of
France and Italy to somewhat more than a third. This increase is good news for Russian consumers, but
they remain Europe's poor relations all the same.

Interestingly, Mr. Putin himself used to make this point when he first became president. To underscore how
poor his country was, and how urgent it was to reform, he observed that it would take 15 years of 8%
economic growth for Russia's per-capita income to equal Portugal's. This was a particularly brutal
comparison, because Russians saw Portugal not as a rich European state but as a poor one. (And how
humiliating to be compared to such a small country.)

These days, Mr. Putin does not use the Portugal comparison so much -- the urgency of reform is less on his
mind -- so here's the update. With all its growth Russia is gaining ground, but the absolute gap between the
two countries is only modestly narrower than when Mr. Putin first compared them -- just over $12,000 then,
just under $11,000 now. Meanwhile, the gap between Russia and both France and Italy has widened
slightly. Even if Russia keeps steaming ahead, it will probably not catch up with Portugal until 2020 -- and
by some estimates, long after that.

These comparisons do not detract from the Russian economy's extraordinary growth. Its transformation is a
huge opportunity for anyone who is a part of it. The reason, however, is not that Russia has catapulted itself
into the ranks of the rich, but that it is still relatively poor. The low base from which it is growing means that
strong increases can continue for a long time before petering out. (Just ask European machinery exporters:
Their sales to Russian companies quadrupled between 2000 and 2006.) Similarly, the low living standards
of the Russian people mean that the leveling off of their consumption surge is decades away. It's good
politics -- and maybe even good geopolitics -- for Mr. Putin and his colleagues to claim they've come further
than they have. But we'll understand today's Russia better if we don't believe them.

Mr. Sestanovich is a senior fellow at the Council on Foreign Relations and a professor of international
diplomacy at Columbia University.
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Ukraine's Orange leader Tymoshenko wins PM post
Agence France Presse, December 18, 2007

KIEV — Ukraine's pro-Western coalition Tuesday appointed Orange Revolution leader Yulia Tymoshenko
prime minister and named a government that favours the ex-Soviet republic winning NATO and EU
membership.

Deputies in the single-chamber Rada voted 226-0 -- the absolute minimum for a vote to pass -- in favour of
Tymoshenko, proposed by pro-Western President Viktor Yushchenko. The opposition, who control just
under half of the 450 seats, boycotted the vote.

The ruling coalition then voted in a new government, including Volodymyr Ogryzko, a strong proponent of
Ukraine entering NATO and the European Union, as foreign minister.

Tymoshenko supporters cheered following her victory. However, the boycott by opposition deputies, who
oppose the NATO bid and back closer ties with Russia, reflects the bitter divisions in this country of 46
million people.

Sandwiched between Poland and Russia, Ukraine is a key transit route for Russian natural gas to the
European Union and has had strained relations with President Vladimir Putin's Kremlin since Tymoshenko
and Yushchenko led the 2004 Orange Revolution.

Tymoshenko has called for a shake-up in the way Ukraine buys gas from Russia.



In Moscow's first reaction to her appointment however, Putin's European affairs advisor Sergei
Yastrzhembsky offered congratulations and promised that Russia would be a "stable, predictable” partner.

Tymoshenko's victory in parliament comes a week after a first vote failed to pass by just a single deputy.

On this occasion, deputies voted one by one in a show of hands to avoid a repeat of the previous week
when Tymoshenko's coalition claimed that tampering with the electronic system had been responsible for
her defeat.

The victory of Tymoshenko, the country's most colourful leader who is rumoured to be eyeing the
presidency, will now test her tempestuous relationship with Yushchenko.

Famous for her white clothes, traditional braided hair-do and passionate speaking style, she is adored by
supporters in western Ukraine, but vilified by her enemies, many of whom live in the more pro-Russian east
of the country.

She and Yushchenko rose to fame when they led the 2004 Orange Revolution protests that forced a re-run
of a rigged presidential election victory by Moscow-backed rival Viktor Yanukovych, who now heads the
opposition.

Yushchenko won the re-run and appointed Tymoshenko premier, but their alliance fell apart shortly after.
She was sacked in September 2005.

The break-up of the Orange alliance forced Yushchenko to allow in Yanukovych as his premier, prompting
political gridlock and leading to snap parliamentary elections this September.

The Orange team won a razor-thin majority in the September election, but have so far failed to resolve the
political crisis.

On Tuesday, the fiery Tymoshenko accused the opposition of corruption and said "they are petrified that... |
will put order into the state."

"This vote will be a moment of truth, a test of solidarity for the democratic coalition," she said.
But faced with a more powerful opposition and a president determined to contain it, Tymoshenko may well
prove less radical during her second go as prime minister, said Volodymyr Fesenko, head of the Penta

research centre.

"The lesson was learned and the errors of the past (notably efforts to roll back privatisation) will not be
reproduced,” said another analyst, Andry Dmytrenko of Dragon Capital investment firm.

Underlining the strains between Ukraine's pro-Western leadership and Moscow, Russian energy giant
Gazprom warned on Sunday of a risk of "tensions” with Ukraine's future government.

Ukraine relies heavily on Russian gas imports and has baulked in the past at steep price rises. A price
dispute in 2006 led to Russia briefly cutting supplies, with a serious knock-on effect across Europe.

Problems could arise "if a new government is elected that tries to modify the accord signed" earlier this
month concerning the price of gas deliveries to Ukraine, said Gazprom spokesman Sergei Kuprianov.

"There have been statements in that regard by the Ukrainian party and that worries us," he added, alluding
to comments by Tymoshenko's party.
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U.S. lawmakers threaten to withhold aid to Russia over freedom of press, religion
AP, December 18, 2007

WASHINGTON - U.S. lawmakers took a symbolic swipe at Russia on Tuesday by threatening to withhold
foreign aid to the government unless Moscow improves conditions for journalists, political activists and
religious groups.

The United States provides very little direct aid to the Russian government, which is flush with money from
a booming economy and high energy prices.

Most of the $72.2 million in aid to Russia is meant for non-governmental organizations promoting such
issues as democracy building, economic development and environmental protection. Congress is
threatening to withhold the small fraction meant for government programs such as police and judicial
training, hoping to send a message to Moscow about restrictions on civil rights and free speech.

Further blunting the practical impact, the measure in Congress also gives the president the ability to waive
them if doing so is in U.S. interests. The White House is likely to use that power to provide money for some
government programs, as it has in the past.

The provisions were part of a $500 billion-plus spending bill that will pay for most of the federal
government's 2008 budget.

Congress is expected this week to pass the bill, which includes $35 billion overall for the State Department
and foreign aid programs.

The measure would block foreign aid until Bush has either waived the restrictions or certified in writing that
Russia has met certain conditions, including:

- Honoring international obligations regarding freedom of expression, assembly and the press.

- Investigating authorities who have committed human rights abuses against political leaders, journalists
and activists.

- Releasing detained activists and journalists.

- Not discriminating against religious groups.

Conditions regarding Russia's treatment of religious groups have been included in previous spending bills,
but lawmakers added the provisions on journalist and freedom of expression to reflect concern about
dangerous conditions and harassment of political opponents.

International journalist advocacy groups say Russia is one of the deadliest places in the world for reporters.
The U.S.-based Committee to Protect Journalists said more than a dozen journalists have been killed in

contract-style murders since Putin took office in 2000.

Human rights groups and international election monitoring groups have also criticized Russia for it treatment
of political opponents, its restrictions on media coverage and how it conducts elections.

Police have violently dispersed several opposition rallies organized by opposition leader Garry Kasparov's
supporters in the past year, and Kasparov was jailed for five days after a Moscow rally last month.

Earlier this month, international observers declared that Russia's parliamentary elections were not fair and
failed to meet European democratic standards, saying President



Vladimir Putin and his government abused their power to favor the dominant Kremlin-backed party while
opposition forces were harassed.
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Former Russian Spies Are Now Prominent in Business
By Andrew E. Kramer

NY Times, December 18, 2007

MOSCOW — At a venture capital conference in Silicon Valley, Oleg S. Shvartsman mixed easily among the
titans of private equity.

“He didn’t stand out from the crowd,” said Evgeny Zaytsev, the organizer of the conference on Nov. 9.

That is, until he acknowledged in a newspaper interview that the $3.6 billion group of equity funds he
manages serves investors “close to the top of the F.S.B. and S.V.R.,” the domestic and overseas espionage
agencies of the Russian government.

Russians and outsiders have long suspected that the Federal Security Service, or F.S.B. by its Russian
initials, successor to the K.G.B., has had a hand in Russian business. But Mr. Shvartsman’s statement, the
boldest such assertion yet, has generated debate over the appropriate corporate role for spies and ex-
spies.

Highly educated and well connected, former Federal Security Service officers include among their number
Russia’s president, Vladimir V. Putin. And Mr. Putin has seeded former colleagues throughout government
and appointed them to boards of state-run corporations.

For big Western companies, the prevalence of former Federal Security Service agents in Russian business
is raising questions of ethics and due diligence, as a growing number — including Boeing, Exxon Mobil and
Renault — have business transactions with Russian companies linked to former spies or members of the
political police.

Boeing and Exxon declined to comment on their companies’ due-diligence criteria for deals with former
K.G.B. officials. A spokeswoman for Renault said her company was “not concerned” with the matter.

“We look at AvtoVaz as an interesting partner,” the spokeswoman, Olga S. Sergeyeva, said, referring to
Russia’s largest carmaker, “so we work with the people who manage the factory. That person is
Chemezov.” Sergei V. Chemezov, chairman of the state-run Russian Technology, is a former K.G.B. agent
who served with Mr. Putin in the east German city of Dresden in the 1980s.

“Very creepy” was how one European manager of an equity fund invested in Russia described his dealings
with the leadership of a company run by former security service officers. He did not want to be identified
making the assessment because he wants to do business with the companies.

There is nothing illegal about such dealings, and Russia is an attractive emerging market. The country has
drawn $45 billion in Western capital so far this year. And as Mr. Shvartsman'’s foray into Silicon Valley,
presumably in search of investment opportunities for his funds, showed, Russians are also stepping up their
investment abroad of tens of billions of dollars, part of the country’s windfall from high oil prices.

It could also be argued that the role former members of the intelligence services play in business here is
similar to the outsize role the Chinese Army plays in businesses there.

Currently serving security service employees are prohibited from working outside the service, according to
Gennadi V. Gudkov, a member of parliament and a former K.G.B. agent.



Only, according to an old Russian axiom, no one ever leaves the service. Mr. Putin himself said in his 2000
presidential campaign, using a post-1917 revolution name for K.G.B. precursors, that “there is no such thing
as a former Chekist.”

In the interview published in the newspaper Kommersant, Mr. Shvartsman described other fund investors as
“not the leadership of the presidential administration, but members of their families.” And he boasted that his
ties to the secret police helped his company, the FinansGroup, buy businesses in Russia at knock-down
prices because business owners, he said, “know where we come from.”

Mr. Shvartsman suggested that he had F.S.B. backing for corporate raiding, a term that is often more than
just a figure of speech in Russia’s bare-knuckle business world.

The assertions sent ripples through business circles here, though the Kremlin spokesman, Dmitri S.
Peskov, dismissed Mr. Shvartsman’s statements as “absolutely untrue.”

Still, the European Bank for Reconstruction and Development and a leading Israeli bank, Tamir Fishman,
pulled out of a deal with Mr. Shvartsman to create the Tamir Fishman Russia Venture Capital Fund.

Just last week, Renault signed a memorandum of understanding to buy 25 percent of AvtoVaz, and manage
it in partnership with Mr. Chemezov’'s Russian Technology.

To be sure, intelligence agency officials have become businessmen in other countries, too. The first
President Bush was director of central intelligence in the 1970s and, more recently, a senior adviser to the
Carlyle Group, a private equity firm, until 2004. And some Western businessmen here say that the K.G.B.,
with its language training and networking opportunities for the young and ambitious, is a good school for
international business.

Aleksandr Y. Lebedev, a Russian airline tycoon whose estimated worth is $3.5 billion, was a K.G.B. agent in
London in the late 1980s.

In an interview, Mr. Lebedev said that seeing the great gap in economic development between the West
and the Soviet Union in the 1980s made reformers of some in his generation of Soviet spies. Thus, the
characterization of the K.G.B. as an inherently reactive force is a misperception, he said, and it should not
be surprising that former agents became free-market enthusiasts. Last month, the Russian edition of Smart
Money magazine published a cover article proclaiming, “The K.G.B. Is better Than an M.B.A.”

In Russia, there may be some logic to that reasoning. Boeing is buying titanium for its new 787 Dreamliner
jet from a company run by Mr. Chemezov. Exxon Mobil is a partner in a Sakhalin Island oil development
with Rosneft, a huge Russian energy company whose chairman, Igor I. Sechin, is a former intelligence
officer. Mr. Sechin is also Mr. Putin’s deputy chief of staff.

One son of the Federal Security Service director, Nikolai Patrushev, worked at the state foreign trade bank,
the VTB Group, and another worked at Rosneft.

Sergei B. Ivanov, a first deputy prime minister and former K.G.B. agent who served in London, is chairman
of the state aircraft-making monopoly. His son was vice president of Gazprombank, the banking arm of the
Russian natural gas monopoly.

“Due diligence has become something of a headache sorting this all out,” a Western business consultant,
who did not want to be further identified criticizing the Kremlin, said.

And Yevgenia M. Albats, author of a 1994 book on the K.G.B., “The State Within a State,” said, “The F.S.B.
is no longer just a police organization, it is a business.”



In exchange for loyalty, Mr. Putin has allowed top F.S.B. officials to tap business opportunities in Russia’s
oil-boom economy by acquiring stakes in companies in oil, telecommunications, retailing and finance.

“The problem is, this business has the power of violence,” Ms. Albats said. “It has troops and intelligence
equipment.”

Whether the security service will retain its power remains to be seen. Last week, Mr. Putin endorsed Dmitri
A. Medvedev, the other first deputy prime minister, to be Russia’s next president, a step that most here
assume makes Mr. MedvedeV’s choice a certainty. Mr. Medvedev has no known background in the security
services.

After the publication of his interview, Mr. Shvartsman asserted that the Kommersant journalist, Maksim
Kvasha, had used “literary license” in transcribing his statement, though he did not take back any of the
specifics. In an interview on Echo of Moscow radio, he said the journalist should “drink poison.”
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Russia Ships First Lot of Nuclear Fuel to Iran

Kremlin, U.S. Officials Say Step Removes Need for Tehran to Pursue Enrichment
By Peter Finn

Washington Post, December 18, 2007

MOSCOW -- Russia announced Monday that it has delivered an initial shipment of nuclear fuel to the
Bushehr nuclear power plant in Iran, a step that officials in Moscow and Washington said removes any need
for Tehran to pursue a widely opposed uranium enrichment program.

The Russian Foreign Ministry said in a statement that it had received written assurances from the
government in Tehran that the 82 tons of fuel would be used only at the Bushehr plant, where construction
has been dogged by delays amid suspicions that Iran was pursuing a nuclear weapons program. The oil-
rich country insists that the plant, which will generate electricity, is part of an effort to diversify its energy
sources.

In an appearance in Virginia, President Bush expressed support for the Russian delivery, saying it obviates
the need for Iran to proceed with a program to enrich uranium. Bush also said he still believes that "Iran is a
danger to peace," despite a recent U.S. intelligence finding that Tehran ended a covert nuclear weapons
program four years ago.

Russia is building the $1 billion Bushehr facility but had halted construction this year, ostensibly because of
a financing dispute. Western diplomats and analysts here said the Kremlin was in fact expressing its
displeasure at Iran's failure to cooperate fully with inspectors from the International Atomic Energy Agency
(IAEA), the U.N. watchdog organization. They said Russian officials, including President Vladimir Putin,
were also disturbed by the bellicose rhetoric of Iranian President Mahmoud Ahmadinejad.

The Russian contractor, Atomstroyexport, said last week that it had resolved the financing dispute, but it
provided no details. The contractor also said it was exploring the possibility of a joint security operation with
Iran at Bushehr, presumably to ensure that no fuel at the plant is diverted for other uses.

Under the agreement between the two countries, spent fuel will be returned to Russia.

Asked about Iran after a speech in Fredericksburg, Va., on Monday, Bush said Russia is "in the process of
sending enriched uranium to Iran to help on their civilian nuclear reactor." He added: "If the Russians are
willing to do that -- which | support -- then the Iranians do not need to learn how to enrich. If the Iranians
accept that uranium for a civilian nuclear power plant, then there's no need for them to learn how to enrich."



The Russian Foreign Ministry expressed a similar view, saying that the deliveries mean Iran has "no
objective need" for its own uranium enrichment program.

But the suggestion that Iran reconsider its stand on enrichment was quickly rejected by officials there.

"There is no talk of halting enrichment,” a senior Iranian official told the Reuters news agency in Tehran.
"Nothing is related to freezing enrichment."

Also Monday, Iranian Vice President Gholam Reza Aghazadeh said construction had begun on a nuclear
reactor in Darkhovin, southwestern Iran, that the government had previously said was only in the planning
stages. "We are currently constructing a 360-megawatt nuclear power plant in Darkhovin," Aghazadeh was
guoted by the Associated Press as saying on state television.

Russia has reluctantly supported two rounds of mild U.N. sanctions against Iran to pressure Ahmadinejad
into halting enrichment and opening up the country's nuclear program. But Moscow officials also insist that
there is no evidence of a nuclear weapons program in Iran and that the country's leaders have begun to
show new levels of cooperation with the IAEA.

Staff writer William Branigin in Washington contributed to this report.
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FACTBOX: Key facts on Iran's Bushehr nuclear plant
Reuters, December 17, 2007

Russia announced on Monday it had begun deliveries of nuclear fuel to Iran's Bushehr nuclear power
station, adding that Moscow had received written assurances from Tehran the shipped fuel would not be
used for any other purpose.

Washington, which believes Tehran harbors ambitions to acquire a nuclear weapon, had urged Moscow not
to send the fuel.

Moscow says it sees no evidence Iran is seeking a nuclear weapon and that in any case, the Bushehr
project could not be used in a weapons program.

Here are some key facts about Bushehr:

* The Bushehr nuclear facility is associated with the city of the same name, but is actually located near
Halileh about 12 km (8 miles) south of Bushehr proper. The site is also the location of Iran's Nuclear Energy
College.

* Construction of two pressurized water nuclear reactors began in 1974 with the help of German contractor
Siemens and French scientists. The Bushehr | reactor was 85 percent complete and the Bushehr Il reactor
was partially complete prior to the 1979 Iranian Revolution.

* With the fall of the shah in the 1979 revolution, the project was halted. The site was then damaged during
the 1980-1988 Iran-lraq war and equipment looted.

* The project was later revived with Russian help. The value of the Russian contract up to March 2006 was
just under $1 billion.

* Bushehr will have an operating capacity of 1,000 megawatts. Iran, the world's fourth largest oil producer,
has said it wants to build a network of nuclear power plants with a capacity of 20,000 megawatts by 2020 to
enable it to export more of its oil and gas. Iran and Russia are in talks over the construction of a second
reactor at Bushehr.



* Moscow announced in September 2006 that nuclear fuel would be delivered to Bushehr in March 2007,
the reactor would start up in September and that electricity generated from it would be sent to the power
grid in November.

* But in February 2007 Moscow said it would put off construction work at Bushehr indefinitely because
Tehran was behind on payments.

* Atomstroiexport, the Russian subcontractor helping to build the plant, announced in July this year that
Moscow has no chance of finishing Bushehr before late 2008. It said last week the payment problems had
been resolved.

(Editing by Giles Elgood)
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Israel says it opposes Russian plans for Moscow peace summit
By Barak Ravid

Haaretz, December 20, 2007

Israel said Thursday it is opposed to Russian plans to stage a Middle East peace conference in Moscow
within the coming months as a follow-up to the recent Annapolis summit.

In explaining their reservations, government officials in Jerusalem cite the need to focus on bilateral talks
with the Palestinians "and not be dragged onto a slippery slope of opening negotiations on other issues like
Syria and Lebanon during the present time."

Nonetheless, senior Israeli officials acknowledge that Jerusalem would be compelled to take part in the
conference should the event take place.

Using diplomatic backchannels, Israel urged participants of the Quartet's Paris donors conference earlier
this week to omit any mention of a Moscow peace summit from the final statement.

The United States, the United Nations, and the European Union acquiesced to Jerusalem's demand, and
the matter was not included on the agenda. Government officials say Israel is perturbed by Russia's
behavior, chiefly Moscow's delivery of nuclear fuel to the Iranian reactor in Bushehr.

"There are other things that the Russians are doing that we are aren't thrilled with," said an Israeli official.
"But, at this point, we have no plans to create a crisis."

#15

Russia's choice

Editorial

Jerusalem Post, December 20, 2007

Though Russia has not tabled a formal proposal yet, it is seeking to host some kind of Mideast peace
conference, following Annapolis and the donors meeting for the Palestinians in Paris. Israel is known to be
unhappy about the idea, while formally stating that it knows nothing of it.

The US, Europe, and Israel should nix this now, before it gets off the ground. Russia is on the wrong side of
the peace equation and should be sent a strong signal that there is a price to pay for providing critical
diplomatic cover and military assistance to rogue states.



Western relations with Russia are, obviously, delicate. Western leaders are reluctant to say no to Russia,
since Russian cooperation is needed in the UN Security Council, and Russia could play an even more
damaging role if it wanted.

At some point, however, the egregiousness of Russian behavior cannot be papered over. Russia not only
built Iran's Bushehr reactor over years of Western objections and provided air defences for Iran's nuclear
facilities, it has now shipped 82 tons of uranium fuel rods to Iran, leading to the expectation that Bushehr

could be operational around the end of next year.

Russia claims that this is consistent with its own opposition to Iran developing nuclear weapons, since Iran
has committed to returning spent fuel rods - which contain enough plutonium to produce bombs - back to
Russia. The US has tried to make lemonade out of lemons by not objecting, and arguing that Iran now has
no excuse for not shutting down its own enrichment program.

We must remember that in 1981, Israel destroyed Iraq's French-built Osirak reactor, despite a similar
agreement that it would be maintained under international safeguards. And the Israeli strike came just
before fuel was supplied to the reactor, to avoid the further damage that would be caused by dispersed
nuclear fuel.

In Iran's case, as disturbing as are the implications of Bushehr itself, the operation of this site is actually
among the less central proliferation threats. Iran is also building a "research" reactor at Arak that would
produce much more plutonium and could be completed in the next few years. Most of all, there is Iran's
defiant race to master the process of uranium enrichment at Natanz - which has room for 60,000
centrifuges, according to Israeli Military Intelligence - and which could result in an indigenous capacity to
produce its own nuclear arsenal.

Accordingly, it is not so much Bushehr itself that is the problem, but Russia's decision to give that project a
significant boost forward despite Iranian defiance regarding enrichment. What greater blow could have been
dealt to the international sanctions campaign, which Russia voted for, than supplying fuel regardless of
Iran's compliance with mandatory UN Security Council resolutions?

If the Iranian regime succeeds in obtaining nuclear weapons someday, the government that history will hold
most responsible will be Russia's. A nuclear Iran would be a tremendous boon for all the radical Islamist
forces in the region, such as Hamas, Hizbullah and al-Qaida. For this reason alone, the idea that Russia
should be invited into a process designed to isolate and combat precisely these forces makes no sense. But
that's not all.

Far from joining in the international consensus that Hamas must be isolated, Russia is openly siding with
Hamas. In Paris, at the donor conference that raised over $7 billion in pledges for the Palestinian Authority,
Russian Foreign Minister Sergey Lavrov said: "Requiring special attention is the situation in the Gaza Strip,
whose actual isolation hurts ordinary Palestinians. The worst may happen: the territory being turned into a
'high security prison.™

What does this mean, that Hamas should be even freer to attack Israel than it is now? Where is Moscow's
condemnation, at least on the level of lip service, of the constant missile attacks against Israeli civilians?

The truth is, based on its incredible behavior, Russia no longer belongs in the Quartet, or in the G8, for that
matter. Moscow should not, in one moment, be allowed to run interference for the radical front attacking the
West and in the next be treated as a responsible player and part of the West's collective efforts to defend
itself.

It is not as though Russia has had trouble choosing sides. Rather, it has chosen the wrong side. It is time
that Russia's choice had consequences.
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The evolving identities of FSU Jews
By Michal Lando

Jerusalem Post, December 19, 2007

For Jews in the former Soviet Union, being Jewish is "cool," intermarriage is not considered problematic,
and Zionism is not a significant factor in their Jewish identity, according to a new study on the Jews of
Russia and Ukraine released this week.

The study, initiated by the Institute for Jewish Studies in the Commonwealth of Independent States (CIS),
which is headed by prominent scholar Adin Steinsaltz, offers a snapshot of the unique attitudes of Jews in
the FSU to their Jewish identity.

"If we don't understand them, we will lose them," said Steinsaltz in a statement. "All the resources we have
put in to date will be for naught, and any future investment will be wasted."

The study surveyed 806 Jews 18 and older, 45 percent of whom participate in organized Jewish communal
activities. No margin of error for the study was cited.

The findings point to several contrasting beliefs and opinions, sometimes paradoxical, that include:
Objection to assimilation but acceptance of intermarriage; well-developed Jewish pride accompanied by a
resentment towards the Jewish establishment; preference for informal ties of individuals to Judaism over
formalized ones; a desire to gain in-depth knowledge of Israel while at the same time viewing Zionism as a
marginal component of Jewish identity; and a rise in Jewish pride among the youth alongside continued
concealment of their Jewish identity.

Though 49% of respondents said they had been subjected to verbal anti-Semitism, the majority of younger
respondents claimed they had never experienced the outright anti-Semitism of their parents' and
grandparents' generations.

On the contrary, being Jewish, they said, provides them with an advantage and is even considered "cool"
and fashionable. Seventy-five percent said they were proud to be Jewish and 68% said that if given a
choice, they would choose to be born Jewish.

Their relationship to Israel, however, is more ambivalent. Only 9% said it was necessary to believe in the
principles of Zionism, 37% said it was desirable, and 42% said it does not matter. At the same time, 26%
said it was necessary to learn more about contemporary Israel, 53% said it was desirable, and 21% said it
does not matter.

According to official statistics, there are 232,000 Jews in Russia and 104,000 in Ukraine, though Jews
interviewed estimated that the actual numbers are much higher. Russian respondents placed the number of
Russian Jews between 400,000 and one million; Ukrainian respondents estimated there are between
200,000 and 500,000 Jews in Ukraine.

Two-thirds of interviewees agreed that anti-Semitism, sparked by Russia's recent surge in nationalist
sentiments, has caused Jews to conceal their heritage, resulting in a withdrawal from Jewish activism.

But findings indicate that active participants in communal Jewish life do not differ significantly from non-
activists in their conception of themselves as Jews.

Discussions held in focus groups of the non-activists indicate that many Jews fear that the communal
institutions would not consider them Jewish enough, or else they do not sufficiently identify with the
worldviews that these institutions represent.



A large majority (69%) of those who do not participate in communal life see themselves as part of the
Jewish people, and almost half of them (45%) identify themselves as "Jews," as opposed to hyphenated
identities such as "Jewish-Russian" or "Jewish-Ukrainian." Fifty-five percent of the non-activists said that if
given a choice, they would choose to be born Jewish.

The study was a joint international effort of The Guttman Center in the Israel Democracy Institute and the
Levada Institute with the assistance of The Jewish Agency. The project was funded and guided by UJA-
Federation of New York.

The results will be presented today in an international video conference, led by Steinsaltz.
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Celebrating Hanukkah in Latvia
By Talis Saule Archdeacon

Baltic Times, December 19, 2007

MAZEL TOV: Though many Latvians don’t know very much about Hanukkah, for the Jewish community it is
one of the most popular and important holidays. RIGA - With Christmas trees standing tall in most major
squares, Christmas decorations, Christmas sales, Christmas markets and little renditions of Santa Claus
seeming to appear in every direction, it can be easy to forget that Christmas isn’t the only major religious
holiday in December.

The occasional windowsill menorah, an eight-pronged candle holder lit on Hanukkah, is swamped by the
thousands of Christmas decorations around the city. Hanukkah is one of the most symbolic holidays of
Judaism. Yet outside of the Jewish community, the holiday is almost completely un-known in Latvia.

“Generally, most people don’t know about Hanukkah here in Latvia. It is not like in North America where
everybody knows the holiday,” Gita Umanovska, executive director of the Jewish community in Riga, told
The Baltic Times.

“But for Jewish people here [in Latvia], Hanukkah is one of the most popular, most important holidays,” she
said.

Umanovska said that the country has built up a long tradition of holding special parties to commemorate the
day.

“Everyone has their own traditions for this holiday, and these traditions are a good thing. In winter it is
always dark, and this is the holiday of light. People want to be together for this holiday,” she said.

The Jewish Community of Riga, an organization which helps bring together Jews in Latvia, arranges huge
events for Hanukkah every year. The events take the form of a caravan which travels around the country
bringing joy to Jewish practitioners in Riga, Daugavpils, Liepaja and other small towns over the course of
the eight day holiday.

The caravan is organized in Riga, which is home to about 80 percent of all Jews in Latvia, with support of
the American Jewish Joint Distribution Commit-tee.

Last year, the organizers of the caravan brought in a Jewish pop star from Bulgaria to participate in the
festivities. This year, however, the Jewish community wanted to focus more on the traditional aspects of the
holiday. This year's caravan featured a band playing Klezmer — traditional Jewish music — and a teacher of
conventional and contemporary Jewish dance.



Hanukkah is a traditional holiday comemmorating the Jewish victory over their enemies in the second
century BCE, which has grown to become a powerful symbol of the Jewish faith and is now one of the
religion’s most widely recognized events.

The holiday lasts eight days and falls somewhere between late November and late December — always
starting on the 25th day of Kislev on the Jewish calendar.

The most important aspect of the holiday is lighting one more candle from the Hanukiah, also known as the
Hanukkah Menorah, on each day of the holiday period. The lights are meant as a reminder of the
candelabra in the Temple of Jerusalem.

In Riga, the Jewish community lights a massive Hanukiah in a central park of the city every year. This year,
the ceremony featured song, dance and a children’s puppet show.

The practice met with some resistance in Latvia. In 2005, for example, hoodlums destroyed the large
Menorah which had been set up in a park to commemorate the holiday.

Though Hanukkah this year has already come and gone, anyone looking to find out a little more about
Jewish holidays can visit the Riga Jewish Community house at 6 Slokas street, which before World War 1i
was a Jewish theater, or go to Riga’s only synagogue, located at Peitavas street 6 — 8.
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For Schengen Outsiders, A New Isolation
By Claire Bigg

RFE/FL, December 20, 2007

HRODNA, Belarus -- A woman stands in a bustling train station in this Belarusian border town, laden with
parcels. Fresh from a short jaunt to Poland, she recounts the highlights of a successful shopping run.

"l brought Christmas trees for the celebrations. I've also brought tangerines and pears," she says
breathlessly. "Tangerines in Poland cost 90 zloty. That's about 1,800 rubles in our currency. In Belarus they
cost 4,000 rubles."

Cross-border shopping is a time-honored tradition in Hrodna, located just 15 kilometers from Poland and 30
kilometers from Lithuania.

With both Poland and Lithuania joining Europe's travel-free Schengen zone on December 21, Belarusian
shoppers are rushing across the border to stock up on cheap goods.

"The trains are packed -- not with people, but with goods," said a man returning from a trip to Poland. "l was
surprised to see that many were carrying car tires; | hadn't come across that before. The carriages look like
cargo trains. People shift their merchandise, count it, hide things in their clothes. Everyone buys vodka and
cigarettes in duty-free shops, hides them and transports them into Poland. People act as though it were
their last chance."

In some ways, it is.
The December 21 expansion of the Schengen zone brings visa-free travel up to the very border of the
former Soviet Union. For people inside the zone, there are numerous benefits. For people outside, however,

the new system may feel like a new Iron Curtain slamming down.

Out Of Line



The enlarged Schengen zone will include nine of the youngest European countries -- Hungary, the Czech
Republic, Estonia, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia. For many, joining Schengen
marks a symbolic step in their transition from oppressed Communist states to full-fledged EU nations.
Membership also comes with major perks -- unhindered travel and free circulation of goods throughout the
15 other Schengen member states, from Portugal to Greece to Finland.

But countries lying on the other side of the new Schengen border are far from thrilled. Many Belarusians,
Ukrainians, and Russians worry that this expansion will translate into fresh travel restrictions to Europe.

Friso Roscam Abbing, a spokesman for EU Justice and Security Commissioner Franco Frattini, says the
European Union's newest borders have certainly been tightened over the past few years. "This has been
very carefully planned," Abbing says. "For years and years, [EU] member states have invested, with the
support from us, from the European Commission, hundreds of millions of euros in enhancing the external
border security control."

In Ukraine, one result of the Schengen zone's expansion is the cancellation of previous bilateral agreements
that allowed Ukrainians to obtain free-of-charge visas to Poland, Slovakia, and Hungary. The price of visas
to all Schengen member states, on the other hand, will be cut by more than half. Some categories of
Ukrainians -- such as those with family in Europe -- will also soon enjoy a simplified visa regime to the
Schengen zone.

Borys Bazilyevskiy, the head of the Ukrainian Foreign Ministry's consular office in Kyiv, says the new visa
rules will come into force with or without approval from the parliament, the Verkhovna Rada. "The Ukrainian
president has submitted the visa agreement to the Verkhovna Rada for ratification as a priority issue,"
Bazilyevskiy says. "We also informed the European Commission that we have completed the process of
implementing the agreement in Ukraine. As the European Commission has decided, this pact will enter
force on January 1."

These concessions come at a cost for Ukraine. In exchange for a preferential visa regime, it has signed a
readmission agreement with Schengen countries. This means all migrants illegally entering the Schengen
zone via Ukraine will be deported back to Ukraine -- regardless of their country of origin.

Migration Fears

Russia, too, has pledged to accept all migrants reaching Europe via its territory without proper documents
within the next three years. Authoritarian Belarus has yet to pen such a deal with its Western neighbors.

In Belarus, like in Ukraine and Russia, there are fears that Schengen's expansion will open the floodgates to
a new wave of illegal migrants and asylum seekers pouring in from a range of troubled regions -- such as
Irag and Afghanistan -- on their way to Europe. Belarusian officials have lambasted the European Union for
what they denounce as its failure to help Belarus handle this migration flow.

"The European Union is not helping us," says Alyaksey Begun, the deputy director of the Belarusian Interior
Ministry's migration department. "We sent a letter this year to the European Union calling for increased
cooperation in combating illegal migration and human trafficking. As far as | know, this letter has yet to be
answered. The Belarusian migration organization does carry out programs with EU assistance. But there
are no agreements between countries. The European Union is not paying Belarus enough attention."”

The readmission agreements currently being penned along what will soon become Schengen's eastern
border have also raised concerns. Human rights watchdogs have pointed to the danger of effectively
placing a country like Ukraine on the frontline of the fight against illegal migration and human trafficking
toward Europe.



In a report published two years ago, Human Rights Watch documented widespread violations against
migrants and asylum-seekers stranded in Ukrainian border camps, ranging from overcrowding to physical
abuse and extortion.

(RFE/RL's Ukrainian and Belarusian services contributed to this report)
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Jewish economist advises Ukraine's presidents
By Oleksandr Gavrylyuk

JTA, December 20, 2007

KIEV, Ukraine -- He has a family, but he has been living alone in his native Kiev for two decades.

He’s Jewish, but he considers himself lucky to have been born in Ukraine because, as he puts it, “there is
nothing more exciting than watching the building of a new nation.”

Alexander Paskhaver has not just watched history; he has helped make it. He has been an economic
adviser to every Ukrainian president since the nation’s independence in 1991.

His resume reads like a Who's Who list -- even though he’s the only one on it.

Paskhaver has a doctorate in economics, is the president of the Kiev-based Center for Economic
Development, a senior partner at Kiev Consulting Group, the president of the Ukrainian Association of
Consulting Firms, the chairman of the editorial board of the Ukrainian Economy Monitoring newsletter,
Enterprise, and a member of the Coordinating Council of the Jewish Confederation of Ukraine.

He says he seeks neither fame nor money -- otherwise he long ago would have joined his sons who left for
the United States in the 1990s.

The author of more than 100 scientific publications and dozens of newspaper articles, Paskhaver is now
writing an essay on the rebuilding of Ukraine.

It's an enterprise with which he is intimately familiar.

In 1965, as a 20-year-old graduate of the Kiev University of Economics, Paskhaver headed the department
of industrial statistics at the Kiev Statistical Office. Just two years later he started his post-graduate study at
the Institute of Economics of the USSR Academy of Sciences in Moscow.

But when he received his post-graduate degree, he felt the effects of the tacit ban put on Jews in his
profession.

“Petro Bagriy, who was then director of the Institute of Economics of Ukraine’s Academy of Sciences, called
my father and said he’d like me to work at his institute,” Paskhaver recalls. “But the director could not take
the decision alone. It had to be approved by a Communist Party official, who strongly opposed admitting a
Jew into the academic institution.”

It took another year for Paskhaver to gain permission to enter the Institute of Economics, where he stayed
for 20 years.

In 1990, in the midst of Mikhail Gorbachev’s perestroika reforms, Paskhaver left public service to begin
dealing with the privatization of state-run enterprises. He was the chief expert of the Market Reforms
Center, a nongovernmental body of the country’s leading economists, who were trying fundamentally to
transform the country’s economy.



“In 1991, Ukraine appeared to be a just a fragment of the former Soviet Union’s national economic
complex,” Paskhaver wrote in a recent article. “It was not self-sufficient, as the military-industrial sector
dominated by far in the economy. The collapse of the Soviet Union was a crushing, depressive blow to
Ukraine’s economy. So, in fact, we have been overcoming the consequences of that knock-down strike in
the course of the past 16 years.”

Leonid Kravchuk, the first president of an independent Ukraine, invited Paskhaver to be his assistant on
economic issues.

Almost immediately, however, Kravchuk lost the 1994 election to Leonid Kuchma. Paskhaver went on to
advise Kuchma on privatization issues for five years, co-authoring the national program of privatization and
a number of privatization laws.

Those were the years of greatest economic crisis in the new nation.

Paskhaver cites the "brain drain" brought on by Jewish emigration as the Ukrainian state's gravest problem
in the early 1990s. His two sons left the country due to the economic woes rather than any anti-Semitism.

Kravchuk and Kuchma were concerned by the increasing brain drain, he said, but refused to resort to any
methods that would force the Jews to stay, like the Soviet Union had used for decades.

“Now our country has its own integrated national economic complex, but it was not easy to build,”
Paskhaver says.

He says the controversial Kuchma was responsible for the re-establishment of Ukraine’s economy. Yet
Kuchma's regime, which Paskhaver acknowledges was corrupt, was doomed.

Paskhaver believes much of the public’s disappointment with Kuchma reflected the inflated expectations of
Ukrainians.

“The people need heroes, like De Gaulle,” Paskhaver says, referring to the former French leader. “So they
disliked Kuchma, as he was not inspiring.”

Paskhaver says he is confident that 50 years hence, historians will appreciate the contribution of each of
Ukraine’s first three presidents.

He says Kravchuk will be remembered as the father of the nation, a man who used skillful political intrigue
to hammer out independence. Kuchma will be recalled as the founder of the national economy, and the
current president, Viktor Yuschenko, will be remembered as the builder of the Ukrainian political entity.

One of Yuschenka's first acts as president -- after a turbulent election campaign in which Yuschenko was
poisoned and the results of a first runoff, which favored his opponent, were canceled after thousands of
demonstrators who dismissed it as rigged took to the streets every day for weeks to press their case -- was
to dissolve Parliament and restore the country’s balance of powers.

This was “something the more ‘authoritarian’ Kuchma never dared to do,” Paskhaver says.

Paskhaver first met Yuschenko in 1991 during a business trip to the United States. Even then, Paskhaver
says, Yuschenko was impressive.

“Compared to the other dull and corrupt officials, he seemed a shining star,” Paskhaver recalls. “So | and
the others who knew him then believed him to be a promising politician, someone the country really
needed.”



This fall, Yuschenko pledged to fight a rising tide of anti-Semitism in Ukraine. In October he met with Jewish
leaders to assuage their fears and affirm that commitment.

Paskhaver acknowledges that anti-Semitism exists in his country, but he says it is but one form of
widespread xenophobia.

"We [Jews] look different and thus strange to them [Ukrainians], just like all other ethnic groups," he told
JTA. "However, they would more eagerly tolerate us than, for instance, Czechs, one of their fellow Slavs,
according to recent polls. The less peple know about their neighbors, the stronger is the prejudice towards
them."

After decades spent proximate to power in Ukraine, Paskhaver urges patience when it comes to Ukraine’s
struggles, particularly with a democratic, free society.

“Ukrainian society is developing needed democratic traditions,” Paskhaver says. “It is not going very
smoothly, but there is no way to learn freedom and democracy other than through practice.”
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Central Asia on Front Line in Energy Battle
By Andrew E. Kramer

NY Times, December 20, 2007

BUKHARA, Uzbekistan — In the scrub brush desert south of this ancient Silk Road town, the natural gas
wellheads are built on modest concrete platforms about the size of basketball courts. Because the gas is
naturally pressurized, pumps are not needed to bring it to the surface. Pipes simply kiss the ground and gas
pours through them.

The issue is where the gas goes from there.

After the breakup of the Soviet Union, the United States and its European allies sought to ensure that
Central Asia’s enormous oil and gas wealth would flow through pipelines bypassing Russia. It was the
latest version of the Great Game, the 19th-century contest between Imperial Britain and Czarist Russia for
dominance in the region. Lately, however, the West is falling behind, as a torch lighting ceremony last
month made clear.

Executives from Lukoil, the Russian oil company, and government officials from Moscow had come to
inaugurate the latest Central Asia gas field to come online. Developed by Lukoil, the Khauzak field is
estimated to hold 400 billion cubic meters of natural gas, which Lukoil has sold in advance for the next 32
years to Gazprom, the Russian natural gas giant.

Coming as some political developments in the region had renewed Western companies’ hopes of doing
business in Central Asia, the Nov. 29 ceremony — held before a planeload of Moscow-based journalists
flown in for the occasion — seemed tailored to remind the world of Russia’s lead in the new Great Game.

“We have a good head start and we will use it,” Russia’s first deputy prime minister, Sergei B. lvanov, said
from a makeshift podium above the red sands of the Kyzylkum desert.

The Bush administration has identified Central Asia as a promising alternative to the volatile Middle East as
a source for oil and natural gas. As American officials pursue a policy of encouraging energy exports that
bypass Russia, they are also trying to pry open Central Asia to Western oil investment.

Russia is countering by raising its investment in Central Asian fields and pipelines.



Much is at stake. Russia is the world’s largest natural gas producer and a major supplier to Europe. It relies
on Central Asian supplies to meet these commitments.

“The Russians are very keen to fight their corner in Central Asia,” Jonathan Stern, a natural gas expert at
the Oxford Institute for Energy Studies, said in a telephone interview.

“The Russians are not just cozying up” to Central Asia’s autocratic leaders to achieve their aims, Mr. Stern
said. “Russian companies have put their money where their mouth is.”

Flush with cash from their own oil boom, the Russians are investing heavily in new development, posing a
challenge to Western companies like Exxon Mobil, Chevron and ConocoPhillips that are eager to expand
their Central Asian operations.

After an investment of $3.5 billion, the Lukoil project will tie together three natural gas and gas condensate
fields by 2011 to produce 11 billion cubic meters of natural gas a year for export.

In the three years since Lukoil signed the production sharing agreement with the Uzbek government for
Khauzak, Uzbek politics have taken a sharp turn in Russia’s favor, shutting Western oil majors out of
Uzbekistan.

In May 2005, President Islam A. Karimov's troops opened fire on a mixed crowd of escaped prisoners,
gunmen and antigovernment demonstrators in a square in the Fergana Valley town of Andijon, killing
hundreds in what human rights groups say was the worst massacre of street protesters since Tiananmen
Square in 1989.

The episode led to deep strains in diplomatic relations with the United States. Even before the shooting,
human rights groups accused Uzbek authorities of abuses, including two incidents in which political
prisoners were reportedly boiled to death in an Uzbek prison. Prospects for a Western role in the country’s
natural gas industry waned.

In contrast, Russian President Vladimir V. Putin visited Mr. Karimov in Uzbekistan after the Andijon
shootings and endorsed his justification.

In 2006, Lukoil expanded its presence here in a consortium with the China National Petroleum Corporation,
Petronas of Malaysia and the Korea National Oil Company to explore a natural gas deposit beneath the dry
bed of the Aral Sea estimated to hold more than one trillion cubic meters of gas.

And in neighboring Turkmenistan, Mr. Putin secured an agreement in May to expand natural gas exports via
a branch of the Central Asia-Center natural gas pipeline, which runs along the eastern shore of the Caspian
Sea, north toward Russia. It was the most significant energy deal in that country this year. And this
summer, crews from China, another country ascendant in Central Asia, began exploration drilling for gas on
the eastern bank of the Amu Darya river, according to Mr. Stern, the Oxford Energy analyst.

To be sure, in the 1990s European and American companies made great gains in Kazakhstan — which has
emerged as the leading commercial power in Central Asia. Chief among those gains was Kashagan, the
largest oil find in the world since the discovery of Alaska’s Prudhoe Bay in the 1970s. But the deal has
been mired in dispute, with Kazakh authorities forcing a renegotiation of terms with consortium partners Eni
of Italy, Exxon Mobil and ConocoPhillips of the United States, Royal Dutch Shell and Inpex Holdings of
Japan.

Kazakhstan has also turned its attention to the east, planning a natural gas pipeline over the Tian Shan
mountains to the neighboring Chinese province of Xinjiang, a snub to American and European companies
and governments. The West supports a western route under the Caspian Sea, via Azerbaijan, Georgia and
Turkey, and on to world markets — threading the pipes through a narrow corridor between Russia and Iran
to plug into the Central Asian oil and gas fields.



The BP-operated BTC oil pipeline and a parallel gas pipeline now stop in Azerbaijan, on the western shore
of the Caspian, and the grand project seems to be stalled there for now.

The next step is to build the trans-Caspian leg, which Russia is blocking through a mix of political and
business strategy. The Russians are buying up much of the natural gas production capacity to make the
Western plan commercially nonviable because of a lack of available gas. With the help of Iran, they are
also contesting the legal status of the Caspian Sea that the oil and gas pipelines would pass under.

Moscow is also offering guarantees of support to the Central Asian potentates if a Ukrainian-style domestic
uprising should take place, leading to a change in government, something the United States and Europe
cannot do.

In one encouraging sign for the Western majors, the death last spring of the longtime leader of
Turkmenistan, Saparmurat Niyazov, has brought a modest political thaw and heightened expectations of
new oil and gas concessions. During the rule of Mr. Niyazov, who gave himself the name Turkmenbashi, or
Father of all Turkmens, and who had commissioned golden statues in his likeness, Turkmenistan had
mostly dropped off the agenda of Western oil companies.

So it was no surprise that Western companies rushed to sponsor this year’s Turkmenistan Oil and Gas
Conference in Ashgabat last month; Chevron, ConocoPhillips, Baker Hughes, Schlumberger and Statoil
were among the sponsors, though no deals were signed.

Sharing the upbeat mood, Samuel Bodman, the United States secretary of energy, delivered a speech on
Nov. 15, noting “opportunities are opening that could not have been imagined even a year ago,” according
to an Energy Department transcript.

Still, as Mr. Bodman spoke, a few hundred miles away, across the Kyzylkum desert in Uzbekistan, Russian
engineers were welding the last pipes into place at Lukoil’s field. At the Nov. 29 opening ceremony, the
pipes glistened with fresh paint and hissed with natural gas flowing northward toward Russia.



