CUTTING THE TENTACLES
OF RUSSIAN ENERGY
‘OCTOPUS’

DiXi Group follows on the series of materials aimed at
exploring the foreign ties of key Russian energy companies for
elaboration of proposals for expanding sanctions limiting the
international influence of Russian energy sector

ROSNEFT

INTERNATIONAL

RENAISSANCE
“ FOUNDATION

The paper was prepared with the support of the International Renaissance Foundation. The material reflects the
position of the authors and does not necessarily reflect the position of the International Renaissance Foundation.




i ; diXigroup e

ROSNEFT’S
TENTACLES
SORTED OUT

Europe

[+] SWITZERLAND

Energopole SA
(Rosneft’s trading
arm), Gunvor,
Glencore, Petrocas
Energy Group,
Petraco Group

&b trade, assets

Bs UK

British Petroleum,
Shell

> assets

= NETHERLAND
Vitol/Varo Energy
&b assets, trade

(L ITALY

ENI, Maire
Tecnimont, Intesa
Sanpaolo

p assets, trade,
tech&service

55 NORWAY
Equinor
&b tech&service

)/

ST XY —

™= POLAND
PKN Orlen, Synthos

]

&> trade, tech&service

= GERMANY

Rosneft
Deutschland

&b assets, trade

= SPAIN
Repsol
&> trade

Rest of the world

(Il FRANCE

ENI, Maire
TotalEnergies,
Schlumberger

&b assets,trade,
tech&service

= AUSTRIA

Cetracore Energy
GMBH

&4 assets, trade

CHINA

CNPC,
Sinopec/Unipec

& assets, trade

== INDIA

Nayara Energy, Indian
Oil Corporation,
Hindustan Petroleum
Corporation, Bharat
Petroleum
Corporation, ONGC
Videsh

&y assets, trade

O JAPAN

Sakhalin Oil and
Gas Development
Company
(SODECO): Japan
Petroleum
Exploration Co,
Japan National Oil

IRAQ =2 GHANA

Kar Group Ghana National

b assets Petroleum
Company

E_ QATAR @ plans

Qatar Petroleum

s assets [ NIGERIA

Oranto Petroleum
s plans

BRAZIL

Petrobras

SINGAPORE

Trafigura, Coral
Energy

> trade, assets

&y assets, plans

ES UNITED STATES

==l INDONESIA

i Pertamina
b assets, trade

Corp, Itochu Corp, E UAE

Marubeni Corp it% Mubadala
& assets b assets
B MYANMAR AZERBAIJAN
Sun Apex Holding SOCAR

Limited & trade
b assets

[= MOZAMBIQUE

[C] MONGOLIA ENH

Sod Mongol Group
O assets

s assets

Baker Hughes Co,
ExxonMobil,
Phillips 66

5 tech&service,

assets




i ; diXig]_‘Oup -

HOW TO CUT
ROSNEFT’S
TENTACLES

4
Implement existing restrictions
Introduce the full oil embargo and monitor loopholes allowing
in the EU Russian oil cargoes to bypass
/ existing restrictions.
2 . 5
— Impose sanctions on Rosneft
A subsidiary Rosnefteflot, impose ] Consider acquiring Rosneft
m or expand restrictions on other ﬁ assets in Western jurisdictions
V Russian shipping companies and O O (by purchase or nationalization).
prevent their cooperation with
Western equipment suppliers,
technical and maritime
engineering service providers,
crewing and vessel chartering 6
companies Prevent the transfer of Western
oil technologies through third
parties not subject to sanctions.
3 7
Enforce U.S. secondary O J O Increase the number of people
% sanctions on the trading of associated with Rosneft on
Russian oil in any form. personal sanctions lists.

Companies

> Spheres of Cooperation

or abroad

Plans — MoU, no formal agreements
regarding any sphere
Assets — joint shareholdings in Russia

Trade — commercial supplies or already signed
agreement for future supplies

Tech&Service — technological upgrading,
decarbonization, supporting technical services




The
represent a significant share of Russian budget
revenues. In 2021, Russian crude oil exports reached

revenues from trading energy resources

the adaptation towards the decarbonization agenda
making ita central topic of its corporate development
plan issued in December 2021.

110.2 billion USD and exports of oil products — 68.7
billion USD; which is more than 35% of all Russian
exports (489.8 billion USD). Therefore, limiting
Russian oil exports is a key measure for limiting
the financial resources available for the Kremlin to
finance its wars.

The Russian state-owned company Rosneft is the
largest corporate tax player in Russia. The company
was established in 1993 after the reorganization of
its predecessor created on the base of the former
Soviet Ministry of Oil and Gas Industry. Rosneft is
one of the largest producers of crude oil in the world,
accounting for 6% of global annual production (with
annual hydrocarbons outputin 2020 at 256.2 million
tons of oil equivalent). In 2021, Rosneft supplied
102.5 min tonnes of crude oil to “non-CIS countries”.

Additionally, Rosneft runs 13 refineries on the
territory of Russia and has stakes in 5 refineries
abroad (Germany, India, and Belarus) as well as
operates a huge retail network containing more than
3000 filling stations. Company’s subsidiary Rosneft
Aero is developing a jet fuel business branch which
provides services at 44 airports including 22 own
fuelling facilities, and Rosneft Germany has also
activities in this area.

Overall, Rosneft’'s website claims its active
operation in 23 countries all over the world. As per
the company reports, it paid to the Russian budget
214 trillion RUB' in taxes (nearly 29 billion USD
equivalent) in 2020 and 1.566 trillion RUB? in the
first three quarters of 2021 (nearly 21.5 billion USD).
Of 178.9 billion USD of total share of crude oil and
oil products in the Russian 2021 exports, Rosneft
accounts for at least a third (the numbers available
for 9m2021 at 55.8 billion USD equivalent, i.e. 4142
trillion RUBS).

Rosneft is also an influential gas supplier in Russia
(with annual production of nearly 62.8 bcm), which
has actively lobbied for the lifting of Gazprom's
monopoly on exporting Russian gas via pipelines.
Bunkering activities also belong to the company’s
portfolio. Additionally, Rosneftis actively considering

Despite launching an IPO and partially privatizing
Rosneft, the government of Russia retains its major
shareholding: 50.33% stake via asset management
company Rosneftegaz (40.4%), affiliated RN-
NeftKapitallnvest (9.6%) and Rosneft Unit RN-
Capital (0.33%) which obtained some shares of main
company assets to create a vision that government
does not control the majority of Rosneft shares to
bypass so-called “50% rule”, but unsuccessfully.
Other 18.93% is held by the sovereign fund Qatar
Investment Authority, 19.75% - by BP (which
might be replaced by Indian companies after BP
announced its withdrawal on February 27,2022, due
to the Russian invasion of Ukraine), and 0.57% — by
Anglo-Swiss commodity trader Glencore. The rest
is owned by smaller investors, including more than
160 000 individuals.

During the time of Putin’s rule, Rosneft positions
became much stronger by acquiring new assets
from the controversial nationalization of Yukos,
acquisition of TNK-BP and obtaining control
shareholding in private-owned Bashneft. Since
2012, the position of Rosneft CEO is held by Igor
Sechin, one of Putin's closest allies, who has earlier
already chaired the company's Board of Directors.
He is considered a leader of the so-called “siloviki”
faction — a group of Russian officials having a
background of serving in security services, which
are seen as one of the most influential clusters of
the Russian political elite. Also, many western media
(The Economist, Bloomberg, The Guardian etc.)
reported that Sechin is regarded by many in Russia
as being the second most influential person in the
country after Putin.

The recent Russia’s invasion of Ukraine and Western
sanctions introduced has substantially influenced
the activities of Rosneft.

First, the sanctions against the company and its
CEO have been expanded. In 2014, Rosneft was
added to the US sectoral sanctions identification
list preventing US citizens and entities to finance
the debts of these enterprises and assisting shale,

1 P.53,56.
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https://www.reuters.com/markets/europe/russias-oil-gas-revenue-windfall-2022-01-21/
https://www.rosneft.de/rosneft-global-2/?lang=en
https://www.rosneft.de/rosneft-global-2/?lang=en
https://www.rosneft.de/rosneft-global-2/?lang=en
https://www.bloomberg.com/press-releases/2022-02-11/rosneft-oil-company-operating-results-for-4q-and-12m-2021
https://www.rosneft.de/rosneft-global-2/?lang=en
https://www.rosneft.de/products/aviation-turbine-fuel-2/?lang=en
https://www.rosneft.de/rosneft-global-2/?lang=en
https://web.archive.org/web/20210702012416/https:/www.rosneft.ru/upload/site1/document_cons_report/Rosneft_IFRS_12m2020_rus.pdf
https://web.archive.org/web/20211112101225/https:/www.rosneft.ru/upload/site1/document_cons_report/Rosneft_IFRS_9m2021_RUS.pdf
https://www.rosneft.ru/upload/site1/document_cons_report/Rosneft_IFRS_9m2021_RUS.pdf
https://www.rosneft.ru/upload/site1/document_cons_report/Rosneft_IFRS_9m2021_RUS.pdf
https://www.rosneft.de/rosneft-global-2/?lang=en
https://neftegazru.com/news/ecology/717574-s-p-global-platts-rosneft-sets-net-zero-emissions-by-2050-target-/
https://neftegazru.com/news/ecology/717574-s-p-global-platts-rosneft-sets-net-zero-emissions-by-2050-target-/
https://home.treasury.gov/policy-issues/financial-sanctions/faqs/topic/1521
https://www.reuters.com/article/russia-rosneft-usa-sanctions-idCNL8N2DI1OH
https://www.swfinstitute.org/news/91601/sovereign-wealth-brothers-patiently-wait-as-qatar-investment-authority-loses-big-on-rosneft-holding
https://quote.rbc.ru/news/short_article/626ac4869a79479aa013a2a3?from=newsfeed
https://www.bp.com/en/global/corporate/news-and-insights/press-releases/bp-to-exit-rosneft-shareholding.html
https://www.reuters.com/article/us-netherlands-russia-yukos-idUSKCN1PC1DQ
https://www.reuters.com/article/us-rosneft-tnkbp-deal-idUSBRE92K0IZ20130321
https://www.france24.com/en/20170823-rosneft-wins-huge-damages-over-bashneft-deal
https://www.theguardian.com/world/2022/feb/04/putin-security-elite-siloviki-russia
https://www.economist.com/europe/2016/12/15/igor-sechin-head-of-rosneft-is-powerful-as-never-before
https://www.bloomberg.com/opinion/articles/2022-03-08/rosneft-s-igor-sechin-is-the-oligarch-who-matters-most-to-putin
https://www.theguardian.com/business/2022/mar/04/igor-sechin-the-epitome-of-power-in-putin-russia-rosneft-economy
https://www.reuters.com/article/russia-rosneft-usa-sanctions-idUSL8N2DI1OH
https://www.reuters.com/article/russia-rosneft-usa-sanctions-idUSL8N2DI1OH

deepwater, or Arctic offshore projects. At the same
time company’s debt financing and some operations
with its equities were prohibited in the EU. In
March 2022, both the US and the EU introduced
a ban on the new investments in Russian energy
sector and US refused from importing russian
oil. Rosneft appeared in the list of 27 russian
companies banned from trading on the London
Stock Exchange where it was listed in 2006 (later,
the Russian lawmakers supported the initiative
prohibiting the listing of any Russian entities on
foreign exchanges). Additionally, US personal
sanctions (assets freeze and travel ban) against
Sechin, imposed in 2014, were supplemented after
the Russian full-scale invasion of Ukraine by the
similar EU and UK restrictions and the inclusion of
Sechin’s former wife Marina to the EU sanctions
list in March 2022. Two Sechin’s superyachts were
seized in France and Spain.

Second, the announced withdrawal of many
foreign companies from the Russian market poses
a serious challenge for the country’s energy sector
to attract new investments, as well as transfer
of skills and technologies. Especially painful
should be the announcements of the "big four" of
oil service companies (Halliburton, Schlumberger,
Baker &Hughes Co, Weatherford) which to a
different extent announced the decrease of their
activities in Russia. According to expert estimations,
their withdrawal might not have a significant impact
on short-term production but might inhibit its growth
in the middle-term. The expertise and equipment
for unconventional production and extraction from
hard-to-recover fields are a weak side of the Russian
oil industry.

Third, the idea of a full embargo on Russian oil
deliveries is actively being discussed in the EU. A
similar restriction was already imposed by the US,
but the EU absorbs a much bigger share of Russian
supplies and that decision will have more profound
consequences for both sides due to the larger
scope of mutual export-import dependency. Russia
provides 26% of the EU oil imports and, at the same
time, European destination plays a crucial role in
the structure of Russian oil exports, absorbing 4.7
million barrels per day out of 7-8 million barrels per
day of overall Russian exports. The profits received
from oil trading in European markets, even after the
start of full-scale invasion, are substantial: according
to the data of the Centre for Research on Energy
and Clean Air, between February 24 and April 30,
the EU paid nearly 19.6 billion EUR for the Russian
crude and oil products.
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Fourth, even before the imposition of a full
embargo, many companies are limiting their
spot purchase of Russian crude oil, considering
the risks related to the highest possible further
expansion of sanctions. Record price discounts in
many cases do not help traders of Rosneft’s oil. In
the first three weeks of April, Russian oil exports to
the EU decreased by 20% in comparison to average
in January-February. The International Energy
Agency estimates the decline in total Russian
supplies at 1.5 million barrels per day in April, with
the possibility of this number to increase to 3 million
bpd at the end of May (IEA data on total Russian
production in 2021 — 10.1 million bpd, exports — 4.7
million bpd). Despite the fact that India increased
four times the purchasing of Russian crude cargoes
in March in comparison to the 2021 average, the
logistical problems would not allow substituting
the European market in case of imposition of a
full embargo. The falling demand has already
influenced the decrease in Russian production
which is estimated by the Russian government at
-17% in 2022.

Nevertheless, the situation of receiving revenues
from Rosneft’s activities is still manageable for the
Kremlin. Increased oil prices (from 65.6 USD/bbl in
the beginning of December 2021to 104.7 USD/bbl in
the end of April 2022) could keep profits high even
in case of decreasing amount of supply and higher
discounts. As per Russian economists Sergei Guriev
and Oleg ltskhoki, the pre-war Russian budget was
balanced at an oil price of 44 USD/bbl.

Therefore, it is essential to map the company’s
influence on an international scale, taking into
account a detailed picture of Rosneft’s cooperation
with all possible types of foreign stakeholders.
Such analysis should be instrumental in considering
additional ways on how the tentacles of this Russian
energy octopus could be cut off.

from right: Rosneft Chief Igor Sechin, Russian President
Vladimir Putin, Rosneft’s Board of Directors Chairman and
former German Chancellor Gerhard Schroder

Photo: https://www.zeit.de/2017/40/rosneft-gerhard-schroeder-
igor-setschin-konzernchef


https://www.iene.eu/rosneft-transneft-gazprom-neft-on-new-eu-sanctions-list-p907.html
https://www.whitehouse.gov/briefing-room/statements-releases/2022/03/08/fact-sheet-united-states-bans-imports-of-russian-oil-liquefied-natural-gas-and-coal/
https://sanctionsnews.bakermckenzie.com/eu-introduces-additional-sanctions-against-russia/
https://www.theguardian.com/business/2022/mar/03/london-stock-exchange-suspends-trading-in-27-firms-with-strong-links-to-russia
https://www.rosneft.ru/Investors/instruments/shareprice/
https://www.bloomberg.com/news/articles/2022-04-06/russian-lawmakers-to-ban-stock-listings-on-foreign-exchanges
https://www.offshore-energy.biz/u-s-sanctions-rosneft-ceo-igor-sechin-shares-fall-1-9-pct/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022R0336
https://www.reuters.com/world/uk/uk-adds-abramovich-sechin-lebedev-russian-sanctions-list-2022-03-10/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022D0429&from=EN
https://www.cnbc.com/2022/03/03/france-seizes-yacht-linked-to-rosneft-boss-igor-sechin.html
https://www.businessinsider.com/spanish-authorities-detain-superyacht-linked-to-russian-oligarch-2022-3
https://www.halliburton.com/en/about-us/press-release/halliburton-announces-update-russia-operations-sanctions-compliance
https://www.slb.com/newsroom/press-release/2022/pr-2022-0318-update-on-russia
https://investors.bakerhughes.com/news-releases/news-release-details/baker-hughes-announces-update-russia-operations
https://www.weatherford.com/investor-relations/investor-news-and-events/news/news-article/?ItemID=15476
https://a9w7k6q9.stackpathcdn.com/wpcms/wp-content/uploads/2022/03/Insight-112-Thoughts-on-the-impact-of-foreign-companies-exiting-the-Russian-oil-and-gas-industry.pdf
https://www.politico.eu/article/russia-ukraine-oil-sanctions-eu-waiting-game-vladimir-putin/
https://www.whitehouse.gov/briefing-room/statements-releases/2022/03/08/fact-sheet-united-states-bans-imports-of-russian-oil-liquefied-natural-gas-and-coal/
https://globalnews.ca/news/8739201/europe-sanctions-russian-oil/
https://globalnews.ca/news/8739201/europe-sanctions-russian-oil/
https://energyandcleanair.org/financing-putins-war/?utm_source=counter
https://www.wsj.com/articles/russia-tried-to-sell-a-huge-slug-of-oil-nobody-wanted-it-11650995897
https://energyandcleanair.org/publication/russian-fossil-exports-first-two-months/
https://www.iea.org/reports/oil-market-report-april-2022?utm_campaign=IEA+newsletters&utm_source=SendGrid&utm_medium=Email
https://www.eia.gov/todayinenergy/detail.php?id=51618
https://www.ft.com/content/5efc6338-3f01-4015-aedf-53a4a1944ca8
https://www.deccanherald.com/business/business-news/ongc-struggling-to-move-russian-oil-to-asia-as-sanctions-bite-1104230.html
https://www.deccanherald.com/business/business-news/ongc-struggling-to-move-russian-oil-to-asia-as-sanctions-bite-1104230.html
https://www.reuters.com/business/energy/exclusive-russia-sees-its-oil-output-falling-by-up-17-2022-document-2022-04-27/
https://www.nasdaq.com/market-activity/commodities/cl:nmx
https://www.dropbox.com/s/wmptre3vkfkqysf/Guriev%20Itskhoki.pdf?dl=0
https://www.dropbox.com/s/wmptre3vkfkqysf/Guriev%20Itskhoki.pdf?dl=0

:T'Q Partners in Assets — Extraction, Secondary Products, Infrastructure

Sakhalin-1 consortium (Russia)

Vostok Oil (Russia)

Vankorneft (Russia)

Taas-Yuryakh (Russia)

Ermak Neftegaz (Russia)
Kharampurneftegaz (Russia)

Udmurtneft (Russia)

Far Eastern Petrochemical
(Fepco) Company (Russia)

Rosneft-Shell Caspian Ventures

Limited (Cyprus)

MiRo refinery (Germany)

Bayernoil refinery (Germany)

PCK refinery (Germany)

Pirelli (Italy)

ExxonMobil (US) — 30%

SODECO (Japan) — 30%

ONGC Videsh (India) — 20%

Vitol and Mercantile and Maritime Energy Pte Ltd consortium - 5%
Trafigura - 10%

Indian Consortium (Oil India Limited, Indian Oil Corporation, Bharat
Petroresources) — 23.9%

ONGC Videsh (India) — 26%

Indian Consortium ( Oil India Limited, Indian Oil Corporation, Bharat
Petroresources) — 29.9%

BP (UK) — 20%

BP (UK) — 49%

BP (UK) — 49%

Sinopec — 49%

Joint venture with ChemChina — MoU signed in 2016
Added Pirelli (Italy) to the participation in project

2016 MoU with Pirelli and Polish Synthos on approving the results of
feasibility study for construction of Far East Petrochemical Compa-
ny’s complex (synthetic rubber plant in Nakhodka)

Rosneft — 51%, Shell — 49%,

owns 7.5% non-operative stake in Caspian Pipeline Consortium
Shell - 32.25%
ExxonMobil — 25%
Rosneft — 24%
Phillips 66 — 18.75%
Varo Energy — 51.43%
Rosneft — 28.57%
ENI - 20%

Rosneft — 54.17%
Shell — 37.5%

ENI — 8.33%

In 2012, a tire distribution deal was signed with Pirelli

In 2014, Rosneft indirectly acquired 20.3% (via 50% in a joint venture
with Intesa Sanpaolo) from Camfin

In 2021, Rosneft won Russian court proceedings against local journal-
ist to disprove information about the deal
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https://interfax.com/newsroom/top-stories/73127/?sphrase_id=48864
https://www.rosneft.ru/press/news/item/208109/
https://www.rosneft.ru/press/news/item/208109/
https://www.rosneft.ru/press/news/item/207269/
https://www.chemanager-online.com/en/news-opinions/headlines/rosneft-and-chemchina-progress-fepco
https://www.tirereview.com/the-busy-june-of-pirelli-rosneft-and-chemchina/
https://press.pirelli.com/pirelli-rosneft-and-synthos-sign-mou-for-next-phase-of-future-cooperation-in-synthentic-rubber-production-in-nakhodka/
https://www.reuters.com/article/pirelli-rosneft-synthos/pirelli-rosneft-pick-synthos-as-partner-for-rubber-project-idINI6N0WY01C20150416
https://www.rosneft.de/rosneft-germany/?lang=en
https://www.rosneft.de/rosneft-germany/?lang=en
https://www.rosneft.de/rosneft-germany/?lang=en
https://www.tirereview.com/the-busy-june-of-pirelli-rosneft-and-chemchina/
https://www.reuters.com/article/uk-pirelli-rosneft-idUKBREA2G08N20140317
https://meduza.io/en/news/2021/07/15/rosneft-wins-lawsuit-against-istories-for-pirelli-article

Zohr gas field (Egypt)

Oil storage installations in Trip-
oli (Lebanon)

Assets in Iragi Kurdistan

Nayara Energy (India)

Tuban Oil Refinery and Petro-
chemical Complex (Indonesia)

Block EP-4 (Myanmar)

Merge Van LLC (Mongolia)

Mozambique gas fields (blocks
A5-B, Z5-C, Z5-D) consortium

21 gas fields across 11 countries

in Africa

Exploration blocks in Solimoes
Basin (Brazil)

ROSNEFT

ENI (ltaly) — 50%
Rosneft — 30%

BP (UK) — 10%
Mubadala (OAE) — 10%

Agreement with Lebanese government in 2019

In 2017, production-sharing agreements for five oil blocks were
signed

Iragi Kurdistan export oil pipeline: Rosneft — 60%, KAR Group (Iraq;
operator) — 40%

Commitment to fund the construction of a gas pipeline with 30 bcm
annual capacity

Assets controlled via Singapore-registered subsidiary RN Middle East
PTE Ltd

Inherited from Bashneft the exploration well in Block 12 (southern part
of Iraqg) and completed in 2019 the second exploration well

In 2017, Rosneft acquired 49% stake in Essar Energy (since 2019
— Nayara Energy), with other shareholders being Trafigura and the
Russian investment group UCP; operations include Vadinar refinery
(Gujarat, India) with annual output of 20 million tons; port; power
plant; a network of over 6000 filling stations. The company faces
financial problems with planned petrochemical expansion after the
Russian invasion of Ukraine

Construction of Tuban refinery with Pertamina (Singapore), joint ven-
ture since 2017

Received through the purchase of Bashneft in 2014 — partnership
with Sun Apex Holding Limited (Myanmar)

Rosneft share in the joint venture, established in 2009 by a subsidiary
Rosneft-Aero with Sod Mongol group — local services of jet fuelling

ExxonMobil (US) — 40%

ENH (Mozambique) — 20%
Rosneft — 20%

Qatar Petroleum (Qatar) — 10%
ENI (ltaly) — 10%

MoU signed in 2018 with Oranto Petroleum (Nigeria) on acquisition of
new assets and implementation of different projects

Rosneft - 51% in HRT O&G developing three giant oil and gas explo-
ration blocks in Solimoes Basin near Manaus, Amazonas state, other
49% held by Petrobras subsidiary

Schlumberger and Queiroz Galvao Oleo e Gas as contractors for
drilling, which started in 2017

Agreement with Petrobras on searching ways of selling the gas from
Amazonas fields


https://www.iptgroup.com.lb/ipt/en/oil-and-gas-downstream-market/lebanon-signs-oil-storage-deal-with-rosneft
https://www.reuters.com/article/rosneft-iraq-idUKL8N1RX248
https://www.reuters.com/article/russia-kurdistan-oil-idUSL8N1IZ36G
https://www.reuters.com/article/us-kurdistan-rosneft-idUSKCN1BT0MQ
https://www.reuters.com/article/us-kurdistan-rosneft-idUSKCN1BT0MQ
https://warsawinstitute.org/russias-rosneft-paid-exorbitant-amount-mystery-consultant-kurdistan/
https://warsawinstitute.org/russias-rosneft-paid-exorbitant-amount-mystery-consultant-kurdistan/
https://interfax.com/newsroom/top-stories/68589/
https://economictimes.indiatimes.com/industry/energy/oil-gas/sanctions-may-delay-rosnefts-india-ops-expansion/articleshow/89931622.cms?from=mdr
https://economictimes.indiatimes.com/industry/energy/oil-gas/sanctions-may-delay-rosnefts-india-ops-expansion/articleshow/89931622.cms?from=mdr
https://www.chemanager-online.com/en/news/pertamina-and-rosneft-build-indonesia
https://news.trust.org/item/20210430113331-2gr63
https://smgroup.mn/en/companies/
https://energycapitalpower.com/rosneft-oranto/
https://www.reuters.com/article/brazil-naturalgas-rosneft-idLTAL2N0PP0Z820140714
about:blank
https://www.reuters.com/article/brazil-naturalgas-rosneft-idLTAL2N0PP0Z820140714

{} Technological Partners and Service Providers

Equinor (Norway)
Baker Hughes Co (US)

Schlumberger (France)

Maire Tecnimont (Italy)

Trafigura (Singapore)

2021 agreement on improving of carbon management system in joint
ventures

2021 agreement on introduction of carbon management systems

usage of “digital kern” technology for the exploration of new reserves
and usage of other equipment

2021 agreement of 1.1 billion EUR for the implementation of VGO
Hydrocracking Complex at the Ryazan Refining Company production
site

2021 cooperation agreement for searching for opportunities of reduc-
ing greenhouse gas emissions of production and transportation of
Rosneft’s crude oil

@ Key Trading Partners and Assets

Trafigura

Vitol

Glencore

Gunvor

Total Oil Trading
Shell

ENI
Repsol

CNPC

Unipec (Sinopec subsidiary)

Nayara Energy

won a tender to load naphta and low-sulphur diesel from Baltic
ports and diesel from the Russian Far East port of Nakhodka in
2022

2021 long-term agreement on annual supply of 9 billion tons of
crude

won a tender to supply naphta from the Far East Russian ports,
diesel from Black Sea ports, and alkylate and catalytic cracking
gasoline from Arkhangelsk in 2022

5-year contract on crude supplies expired in the end of 2021,
minor shareholder in Rosneft (0.57%)

loads cargoes as winner of Rosneft regular tender
loads naphta from Tuapse in 2022

won Rosneft tenders for delivering crude in 2021
loaded crude cargoes in March 2022

loaded cargoes in March 2022

loaded cargo from Trafigura in March 2022

2012 strategic cooperation agreement, 2017 cooperation exten-
sion agreement on oil extracting and refining

co-winner of Rosneft tender on crude oil supplies in April-Sep-
tember 2021

2022 10-year agreement for supply of 100 million tons of crude
in total

buying cargoes with Urals in March 2022

co-winner of Rosneft tender on crude oil supplies in April-Sep-
tember 2021

contracted 8-9 billions of crude oil for April-May 2022

CUTTING THE TENTACLES OF RUSSIAN ENERGY ‘OCTOPUS’


https://www.equinor.com/news/archive/20210928-agreement-carbon-management
https://www.bakerhughes.com/company/news/baker-hughes-and-rosneft-announce-agreement-collaborate-carbon-management
https://www.rosneft.ru/business/Upstream/Exploration/
https://www.euro-petrole.com/maire-tecnimont-awarded-euros1-1-billion-epc-contract-by-rosneft-for-the-vgo-hydrocracking-complex-at-the-ryazan-refinery-russian-federation-n-i-23340
https://www.trafigura.com/press-releases/rosneft-and-trafigura-co-operate-to-verify-and-identify-opportunities-to-reduce-carbon-emissions/
https://www.nasdaq.com/articles/rosneft-picks-vitol-trafigura-glencore-as-buyers-of-naphtha-diesel-in-2022
https://www.reuters.com/business/energy/exclusive-rosneft-vitol-strike-first-major-oil-trading-deal-since-2013-sources-2021-10-05/
https://www.nasdaq.com/articles/rosneft-picks-vitol-trafigura-glencore-as-buyers-of-naphtha-diesel-in-2022
https://www.reuters.com/business/energy/exclusive-rosneft-vitol-strike-first-major-oil-trading-deal-since-2013-sources-2021-10-05/
https://www.nasdaq.com/articles/rosneft-picks-vitol-trafigura-glencore-as-buyers-of-naphtha-diesel-in-2022
https://www.reuters.com/article/russia-rosneft-gunvor-tender-idUSL8N2JP5EA
https://www.euro-petrole.com/rosneft-and-eni-to-extend-cooperation-in-russia-and-abroad-n-i-14845
https://www.energyintel.com/0000017b-a7dc-de4c-a17b-e7dec5fa0000
https://www.energyintel.com/0000017b-a7dc-de4c-a17b-e7dec5fa0000
https://www.reuters.com/business/energy/russias-rosneft-agrees-100-mln-t-oil-supply-deal-with-cnpc-2022-02-04/
https://www.news24.com/fin24/economy/swiss-trading-houses-help-keep-russian-oil-flowing-20220325
https://www.energyintel.com/0000017b-a7dc-de4c-a17b-e7dec5fa0000
https://www.energyintel.com/0000017b-a7dc-de4c-a17b-e7dec5fa0000
https://www.reuters.com/world/india/indias-russian-oil-purchases-since-ukraine-invasion-more-than-double-2021-total-2022-04-25/

Indian Oil Corporation

Hindustan Petroleum Corpo-
ration

Bharat Petroleum Corpora-
tion

SOCAR

Petraco Group (Switzerland)

PNK Orlen (Poland)

Cetracore Energy GMBH
(Austria)

Petrocas Energy Group
(Switzerland)

Coral Energy (Singapore)

Pertamina (Indonesia)

Ghana National Petroleum
Company

ROSNEFT

2022 contract for deliveries of up to 2 million tons of crude

negotiations for additional half-year contract with Rosneft in
2022

2022 contract for delivering of up to 2 million tons of oil

negotiations for additional half-year contract with Rosneft in
2022

negotiations for additional half-year contract with Rosneft in
2022

2021 agreement of supplying Rosneft’s oil products and LPG for
the Ukrainian market

loaded Russian crude cargoes in March 2022, further active
loading of Russian crude oil

2-year contract on delivering 3.6 million tons of crude oil per
year for 2021-2022

owned by Rosneft JV Projects S.A. (19.9%) and Cetracore Hold-
ings S.a.r.l. (80.1%), both registered in Luxembourg

one of the Rosneft tender winners in 2020, active in 2022
49% share owned by Rosneft
one of the tender winners for Rosneft crude deliveries in 2020

Possible option for trading Rosneft’s diesel and LPG in Ukraine
after sanctions against Viktor Medvedchuk-linked Proton Ener-

ay
Winner of Rosneft tender in 2021

looks for opportunity to purchase crude oil due to the Russian
discounts

2018 12-year agreement on deliveries of 1.7 million tons of LNG
per annum


http://www.uniindia.net/news/world/trade-russia-oil-supply/2585307.html
https://www.reuters.com/world/india/exclusive-indian-refiners-seeking-6-mth-russian-oil-import-deal-sources-2022-04-29/
https://www.india.com/business/after-ioc-hindustan-petroleum-buys-2-million-barrels-of-discounted-russian-crude-oil-5291737/
https://www.reuters.com/world/india/exclusive-indian-refiners-seeking-6-mth-russian-oil-import-deal-sources-2022-04-29/
https://www.reuters.com/world/india/exclusive-indian-refiners-seeking-6-mth-russian-oil-import-deal-sources-2022-04-29/
https://www.reuters.com/business/energy/socar-rosneft-tie-up-fuel-supplies-ukraine-other-countries-2021-05-17/
https://www.news24.com/fin24/economy/swiss-trading-houses-help-keep-russian-oil-flowing-20220325
https://www.energyintel.com/00000180-04b2-d412-a3b2-87f739980000
https://www.mrchub.com/news/385141-pkn-orlen-takes-lower-supply-in-rosneft-oil-import-deal
https://energypress.eu/cetracore-whose-make-up-includes-rosneft-prepares-for-jetoil-takeover/
https://www.reuters.com/article/rosneft-oil-products-idUSL8N2H45PF
https://www.energyintel.com/00000180-04b2-d412-a3b2-87f739980000
https://www.iene.eu/russias-rosneft-acquires-49-stake-in-petrocas-energy-p1169.html
https://www.reuters.com/article/us-russia-rosneft-ukraine-idUSKBN2BE2LK
https://thediplomat.com/2022/03/indonesia-state-energy-firm-pertamina-mulls-purchases-of-russian-oil/
https://www.reuters.com/article/us-russia-economy-forum-deals/rosneft-signs-deals-on-energy-supplies-with-ghana-mongolia-idUSKCN1IQ19E

RECOMMENDATIONS

We can define seven basic ways in which the current sanctions regime might be improved to limit the
ability of the Kremlin’s war maschine to continue aggressive wars by receiving revenues from Rosneft

activities.

1. Introduce the full oil embargo in the EU.

The idea is actively being discussed in Brussels
and was included in European Commission’s
proposals for the 6th round of sanctions on Russia.
Nevertheless, some EU members are actively
opposing it, looking for longer transition periods
and/or financial support for diversification measures.
Nevertheless, the massive shift of public opinion
during the last two months makes the adoption of
some version of the oil embargo highly feasible. The
most effective model of sanctions would be fastest
possible suspension of petrodollars cash flow for
Russian military expenses, therefore should include
a prohibition of any deliveries of crude oil and oil
products stemming from the Russian Federation a)
both under short-term and long-term contracts; b)
disregarding the national ownership of particular
tankers; c) disregarding whether shipments contain
only Russian crude oil or whether it is blended with
the crude of other origin. The proposed "smart
embargo" - which suggests a special tariff on
Russian oil and petroleum exports and/or holding
net proceeds at escrow account - would be, in fact,
an interim regime to deprive Russia of revenues on
the way to full embargo.

2. It is essential to impose sanctions on Rosneft
subsidiary Rosnefteflot, impose or expand
restrictions on other Russian shipping companies
and prevent their cooperation with Western
companies (equipment suppliers, technical and
maritime engineering service providers, crewing
and vessel chartering companies).

It should prevent Rosneft from using the same
transportation for redirecting cargoes to Asian
consumers and still getting revenues. To solve the
problem of possible transportation of Russian oil by

foreign-owned vessels, the European Commission’s
proposals announced on May 4, 2022, include
prohibition for insurance certification of vessels
carrying Russian oil. That could potentially out to
zero the interest of larger suppliers in transporting
this type of production. However, the smaller
companies and shipowners still might pursue such
deliveries in a shadow market similar to the situation
with sanctions on Iran and Venezuela.

Therefore, the initial proposal of full ban for EU-
owned vessels to carry Russian oil to the third
countries should be more effective in cutting Russian
oil revenues in comparison to insurance prohibition
used as a milder alternative (due to the resistance
of Greece having one of the largest maritime fleets
and continuing to transport Russian oil in different
destinations; with Malta and Cyprus also having
raised concerns).

Additionally, itis essential to closely monitor possible
selling of vessels owned by the Russian companies
under sanctions to avoid restrictions (media
reported that Sovcomflot is already discussing the
sale of one quarter of its vessels with companies
from China and UAE).

3. Enforce U.S. secondary sanctions on the trading
of Russian oil in any form.

The approach of diplomatic efforts on voluntary
refusal of third parties (predominantly, in Asia) from
increasing oil deliveries from Russia, as described by
the US Secretary of State Anthony Blinken, has less
perspective for effectively limiting Russian ability to
finance the war in the short and middle term. The
secondary sanctions regime, similar to that imposed
on Iran, could provide more financial damage to the
Russian economy by preventing it from redirecting
its supplies to alternative buyers.

CUTTING THE TENTACLES OF RUSSIAN ENERGY ‘OCTOPUS’


https://www.politico.eu/article/russia-ukraine-oil-sanctions-eu-waiting-game-vladimir-putin/
https://ec.europa.eu/commission/presscorner/detail/en/speech_22_2785
https://www.euractiv.com/section/global-europe/news/eu-tweaks-russia-oil-sanctions-plan-in-bid-to-win-over-reluctant-states/
https://drive.google.com/file/d/1FP3R-jMvO5zw5Jin8L8LTWqRLAQIhbgJ/view
https://www.bruegel.org/2022/04/how-a-european-union-tariff-on-russian-oil-can-be-designed/
https://www.maritime-executive.com/article/eu-could-ban-european-insurance-and-tanker-transport-for-russian-oil
https://www.wsj.com/amp/articles/eu-considers-insurance-ban-for-ships-carrying-russian-oil-11651935600
https://www.bloomberg.com/news/articles/2022-05-09/eu-drops-plan-to-stop-tankers-moving-russian-oil-to-other-buyers
https://gcaptain.com/greek-shipowners-kill-eu-russian-oil-tanker-ban/
https://www.welt.de/wirtschaft/plus238613569/Trotz-EU-Sanktionen-Wie-Russland-sein-Oel-jetzt-noch-in-alle-Welt-verschifft.html
https://www.reuters.com/article/ukraine-crisis-eu-cyprus/eu-must-heed-greece-malta-cyprus-concerns-on-oil-ban-cyprus-idUKKCN2MS14Y
https://www.maritimebulletin.net/2022/05/04/sovcomflot-selling-its-fleet-to-meet-banks-obligations/
https://www.thehindu.com/news/international/focused-on-diplomacy-not-secondary-sanctions-blinken-on-purchase-of-cheap-russian-oil/article65358013.ece
https://ofaclawyer.net/economic-sanctions-programs/iran/secondary-sanctions/

4. Implement existing restrictions and monitor
loopholes allowing Russian oil cargoes to bypass
existing restrictions.

The media reported the drastic increase in the
number of oil cargoes without stated destinations
leaving Russian ports. Additionally, market observers
are noting the deliveries of oil blends, with products
of different national origins transported together,
additionally complicating the task of monitoring
oil trading with Russia. Recent media reports
demonstrated that EU ships, especially Greek
ones, are continuing to help in transportation of
Russian oil in different destinations. The need for an
effective system of screening the implementation
of sanctions and the origin of crude deliveries
for Western destinations might require the use
of industry platforms and expertise (e.g. of the
International Energy Agency or Russian Elites,
Proxies, and Oligarchs (REPO) Task Force).

5. Consider acquiring Rosneft assets in Western
jurisdictions (by nationalization or purchase).

Rosneft Deutschland owns stakes in three
German refineries (MIiRO, BayernQil, PCK) which
makes it the second-largest industry player
in Germany. In the end of March, the German
business media Handelsblatt reported on the
German government analyzing the scenario of
nationalization for Gazprom and Rosneft assets to
prevent them from “technical bankruptcy” due to
the unwillingness of their counterparts to cooperate
in the situation of new sanctions. In April, the
German government adopted an amendment that
allows the government to seize the ownership of
energy companies as a last-resort step for providing
the security of energy supply. Such a measure is
insufficient for tackling the problem of Russians
owning shares in critical energy infrastructure
facilities, which they acquired already after the
Russian annexation of Crimea and the start of the
war in eastern Ukraine.

The elaboration of a framework (possibly, EU-wide)
for the nationalization of Russian assets with a short
transition period for withdrawing and compensation
of asset value (preferably held on escrow accounts
until the end of the war) might solve this issue in
conformity with international law. Alternative option
could be the purchase of those assets by other
market players, as forced Russian divestment
of critical energy infrastructure under the same
restriction of depositing proceeds on escrow
accounts (can be accessed on certain conditions -
e.g., end of hostilities in Ukraine).

ROSNEFT

6. Prevent the transfer of Western oil technologies
through third parties not subject to sanctions.

The Western companies continue cooperation
with companies in China and India which, in turn,
have different cooperation agreements and joint
ventures with their Russian partners. Those links
need to be analyzed on the possibility of an indirect
transfer of Western technologies through third
parties. E.g., Sinopec is actively cooperating with
Western oil services majors such as Halliburton
and Weatherford. The creation of new joint
ventures might be used by Russians as a vehicle of
technological transfer bypassing existing sanctions,
and needs to be reflected in secondary sanctions
enforcement. Additionally, the existing partnerships
might serve a similar purpose. E.g., Rosneft’s
joint project with Petrobras in the Brazilian state
Amazonas has Schlumberger selected as drilling
subcontractor.

This leads to another important conclusion -
participation of Western companies in any joint
ventures with Rosneft and other Russian energy
companies abroad should be minimized (for existing
projects) and suspended (for new projects under
negotiations); ESG-based transparency and integrity
criteria to potential partners shall be applied.

7. Increase the number of people associated with
Rosneft on personal sanctions lists.

These measures should foremost target the
members of Rosneft’s board of directors, executive
board and supervisory board. Most of them have not
been sanctioned yet, including Chair of the Board
of Directors Gerhard Schroder (former German
Chancellor, urged by the German Social Democrats
to quit the party), and Member of the Supervisory
Board Karin Kneissl (former Austrian Minister of
Foreign Affairs, who is also infamous by receiving
a personal gift from Putin — sapphire earrings for
50,000 EUR), as both refused to break Russian ties
after the start of the full-scale Russian invasion of
Ukraine.

Such measures would additionally provide a
clear signal of the toxicity of dealing with Russian
companies for foreign nationals who might face not
only reputational but also financial risks (unless they
resign from positions). Also, further imposition of the
travel ban and asset freezing for family members
of key Rosneft officials might be an additional
instrument for preventing them from enjoying
luxurious life (as exposed by Russian investigators).



https://www.wsj.com/articles/russian-oil-flows-but-increasingly-under-the-radar-11650541684
https://www.wsj.com/articles/russian-oil-flows-but-increasingly-under-the-radar-11650541684
https://www.welt.de/wirtschaft/plus238613569/Trotz-EU-Sanktionen-Wie-Russland-sein-Oel-jetzt-noch-in-alle-Welt-verschifft.html
https://www.justice.gov/opa/pr/russian-elites-proxies-and-oligarchs-task-force-ministerial-joint-statement
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/oil/111721-rosneft-expands-german-refining-footprint-with-move-to-buy-shells-schwedt-stake
https://www.handelsblatt.com/politik/deutschland/ukraine-krieg-energieversorgung-bedroht-berlin-spielt-die-verstaatlichung-russischer-tochterfirmen-durch/28217476.html
https://www.reuters.com/world/europe/germany-mulls-nationalization-gazprom-rosneft-units-handelsblatt-2022-03-31/
https://www.reuters.com/business/energy/german-cabinet-backs-possible-nationalization-energy-firms-2022-04-25/
https://unb.com.bd/category/Bangladesh/sinopec-halliburton-launch-spud-drilling-in-offshore-block-ss-04/79695
https://www.weatherford.com/investor-relations/investor-news-and-events/news/news-article/?ItemID=9376
https://www.theguardian.com/world/2022/apr/25/germanys-spd-calls-on-gerhard-schroder-to-resign-over-russia-links
https://www.euractiv.com/section/politics/short_news/putins-e50000-earrings-for-former-austrian-fm-spark-controversy/
https://www.themoscowtimes.com/2016/07/20/russias-second-most-powerful-man-building-60-million-home-near-moscow-a54659
https://www.youtube.com/watch?v=bAJMVX6GNZ0&ab_channel=%D0%A6%D0%A3%D0%A0%D1%80%D0%B5%D0%B0%D0%BB%D0%B8%D0%B7%D0%BC
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