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Proof -- if more proof were needed -- that control over Russia's energy sector is shifting to the Kremlin came last week with the naming of Vladislav Surkov, deputy head of the presidential administration, to the board of oil products pipeline operator Transnefteprodukt. That followed the appointment of Surkov's fellow deputy, Igor Sechin, as chairman of state-owned Rosneft (EC Aug.20,p4). The moves underline the administration's determination to keep an eye on the managers and, more importantly, the finances of strategic industries by installing trusted insiders at the helm. That phenomenon isn't new. What is new, analysts say, is that it is top-level officials close to President Vladimir Putin who are being parachuted into state firms, rather than, as in the past, the lower ranking heads of Kremlin departments.
Unlike Sechin, Surkov isn't part of the St. Petersburg clan -- the group of Kremlin officials who share Putin's background in the St. Petersburg city hierarchy or the security services. He came to work in the Kremlin under Boris Yeltsin and has been in charge of relations with the State Duma, or lower house of parliament. Surkov is credited with Putin's successful presidential campaign in March, as well as the overwhelming victory of the pro-Kremlin United Russia in last December's parliamentary elections. His reputation as the Kremlin's "spin doctor" owes much to a previous career at now-disgraced Yukos, where he was in charge of public relations, and at national television station ORT. For a time, he was deputy chairman of Alfa Group, one of Russia's biggest financial-industrial groups with a stake in Tyumen Oil Co. (TNK), which partners BP in an $8 billion joint venture. 
With international oil prices still over $40 per barrel and Russian oil production second only to Saudi Arabia's, it's clear that Putin wants reports on the state of the energy industry straight from the horse's mouth. What is equally clear is that it's the Kremlin, not the cabinet or parliament, that now decides significant deals. The message has gotten through to ConocoPhillips, whose CEO, James Mulva, all but received Putin's blessing to bid for a 7.59% state stake in Lukoil when he met with the Russian leader last month. That means the chances of other contenders -- including David Guggenheim, a member of the Guggenheim family, which is known more for founding museums than for its oil interests -- are rather slim (EC Aug.27,p10).
The practice of direct agreements between Moscow and investors could be cemented in a new version of the Law on Subsoil Usage that is under preparation. The natural resources ministry has proposed that decisions on "unique" fields -- fields holding more than 100 million metric tons (733 million bbl) of oil or over 100 billion cubic meters of gas -- be taken separately. First, the government would decide whether to put the acreage up for open auction. If Moscow thought that would harm national security, it could strike a deal directly with an investor. 
This isn't necessarily bad news for foreigners. Some "unique" fields would require huge amounts of money that could only be provided by international concerns. Some projects may also be developed on production-sharing agreement (PSA) terms, a regime that appears to be attracting a new army of fans after falling out of favor. The popular line now is that it was disgraced Yukos that wanted to kill PSAs to force foreigners to buy equity rather than develop projects. Supporters of PSAs include Rosneft and its former employee, Sergei Oganesyan, who now heads Russia's Energy Agency.
As yet, it's not clear what role Russian partners and state representatives would have in such deals. But one possibility is that Rosneft and state gas behemoth Gazprom would dictate the rules. The tendency is already there -- Gazprom will oversee development of gas reserves in eastern Siberia and all gas exports to Asia. TNK-BP will have to reconcile itself to the idea, changing its plans for development of the Kovykta project, which aimed to export gas to China. Rosneft is also raising its profile. Oganesyan recently announced that the company would increase its share of national output to 20% from less than 5% right now, although he didn't say how. 
Russia's idea of the perfect partnership appears to be the joint venture that Rosneft set up with BP to develop the Sakhalin-5 project in the Russian Pacific shelf. The Russian company holds 51% of the development, but BP finances it. Insiders say Total's failure to join Rosneft's Vankor project in eastern Siberia, which the French major has been eyeing for a long time, can be explained by its rejection of the Sakhalin-5 model.
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