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Country Overview

UKRAINE

Ukraine is a country in Eastern Europe, bordering the Black Sea. Most of the territory of what is
modern Ukraine was annexed by Poland and Lithuania in the 14th century. Ukrainian peasants
who fled the Polish effort to force them into servitude came to be known as Cossacks. The
Cossacks established their own colonies and led several revolts against Polish rule, but eventually
they turned to the Russians for protection.

During the latter part of the 18th century, most Ukrainian territory was absorbed by the Russian
Empire. Ukraine was able to bring about a short-lived period of independence (1917-20) following
the collapse of czarist Russia in 1917, but it became a republic within the Soviet Union in 1922.

Ukraine gained independence after the collapse of the Soviet Union in 1991. Shortly after
independence, Ukraine named a parliamentary commission to prepare a new constitution and
adopted a multi-party system. But democracy remained elusive as the legacy of state control and
corruption stalled efforts on economic reform, privatization, and civil liberties. A peaceful mass
protest "Orange Revolution" in late 2004 forced the authorities to overturn a rigged presidential
election and to allow a new internationally monitored vote that brought Viktor Yushchenko in
power.

The "Orange Revolution" did not ensure Yushchenko's lock on power and elections in 2010
brought his main rival, pro-Russian Viktor Yanukovych, to power. As discussed below, a
grassroots uprising ended Yanukovych's tenure prematurely in 2014, but ushered in a period of
conflict that continues to date, even with the election of a new president -- Petro Poroshenko.

With rich farmlands, a well-developed industrial base, highly trained labor, and a good education
system, Ukraine has the potential to become a major European economy. However, Ukraine’s
economy remains burdened by excessive government regulation, corruption, and lack of law
enforcement. And, as discussed here, in recent times, Ukraine's landscape has been dominated by
the war in eastern Ukraine against Russian-backed separatists.

Editor's Note

Ukraine's "Maidan" uprising of 2013 and 2014, resulting in the removal of the pro-Russian Viktor
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Yanukovych from office and the dismantling of his authority in 2014, were signs that Ukraine
was actively resisting influence from Moscow. They were also clear signals that Ukraine was
determined to set its own course -- and quite likely in the direction of Europe. The people of
Ukraine were delivering Russia a clear message that they would be the agents of their own self-
determination. However, Russian President Vladimir Putin was not in a mood to receive that
message.

The invasion and de facto annexation of the Ukrainian territory of Crimea by Russia, under the
guise of "protecting" the Russian ethno-linguistic population, showed that Russia felt entitled to
stake a claim on Ukraine. For the wider world, this action recalled alarming memories of the
Soviet invasion of Czechoslovakia in 1968, under the aegis of the Brezhnev Policy, to subdue the
independence-minded Prague Spring . It also evoked suggestions that Putin was attempting to
recraft a Cold War Russian quasi-empire in the mold of the former Soviet Union.

While the "Maidan" or Independence Square in the Ukrainian capital of Kiev would be stamped in
the history books as "Ground Zero" of Ukraine's 2014 unrest, the battleground had clearly move
eastward with Crimea as a new flashpoint. But with fighting going on elsewhere in eastern
Ukraine, and with "new Russia" enclaves been declared in Donetsk and Luhansk later in 2014, it
was evident that Russia would not end its Ukrainian adventure at the borders of Crimea.

In much the same way as the Turks annexed northern Cyprus from that country in 1976, claiming
it was protecting the rights of the Turkish ethnic population in Cyprus, which was home to an
ethnically Greek population, Russia has done the same in eastern Ukraine. To date, Cyprus has
remained divided by the so-called "Green Line," with an internationally recognized Cyprus
encompassing most of the island, and a Turkish enclave to the north, which does not enjoy
international recognition. A similar Ukraine/Crimea division could materialize as the likely outcome
of this unfolding crisis. But with an alternative scenario unfolding that takes Russian ambitons
beyond Crimea, possibly in pursuit of the gas pipelines that traverse wider Ukrainian territory, a
tidy solution was unlikely.

At stake were Russian ambitions to regain territory lost following the collapse of the Soviet Union.
The reality was that Russia was attempting to destabilize Ukraine by supporting pro-Russian cabals
in eastern Ukraine, and with an eye on establishing southern and eastern Ukraine as part of
Vladimir Putin's "new Russia."

It was to be seen if the landscape in eastern Europe represented the foundation for a renewed Cold
War between the East and West. Given the geopolitical and geostrategic stakes, the outcome was
clearly being textured by bloodshed and tears. Russian President Putin was banking on the West's
rationality and its reluctance to be drawn into another conflict -- especially one on European soil.

From the point of view of United States President Barack Obama, the very notion of a Cold War
being in the offing was to be dismissed. According to President Obama, Russia was no longer a

Ukraine Review 2016 Page 3 of 493 pages



Ukraine

superpower and was now operating from a position of weakness as it intimidated neighbors such as
Ukraine. But the tragic downing of a commercial airliner in eastern Ukraine in July 2014 raised the
geopolitical stakes, and has since spurred the West to apply economic sanctions to Russia.

Economic pressures may have played a hand in forcing Russia to the negotiating table and the
forging of two separate ceasefire agreements in the Belarusian capital of Minsk. But, to date,
neither Minsk ceasefire agreement has managed to stem the flow of blood, and the encroachment
of pro-Russian forces into eastern Ukrainian territory.

In the long run, the outcome to this story was yet to be written.

Ukraine Review 2016 Page 4 of 493 pages



Ukraine

Key Data

Key Data

Region:

Population:

Climate:

Languages:

Currency:
Holiday:
Area Total:
Area Land:

Coast Line:

Eastern Europe

44008508

Temperate continental; winters vary from cool along the Black Sea to cold
farther inland; summers are warm across the greater part of the country. Hot
in the south.

Ukrainian
Russian
Romanian
Polish
Hungarian

Hryvna used

Independence Day is 24 August (1991), Orthodox Christmas is 7 January

603700

603700

2782
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History

Early History

The first identifiable groups to populate what is now Ukraine were Cimmerians, Scythians,
Sarmatians, Goths, and other nomadic peoples who arrived throughout the first millennium before
the common era (B.C.E.). These people were well known to colonists and traders in the ancient
world, including Greeks and Romans, who established the trading outposts that eventually became
city-states.

Slavic tribes occupied central and eastern Ukraine in the sixth century in the common era (C.E.)
and played an important role in the establishment of Kyiv. Situated on lucrative trade routes, Kyiv

quickly prospered as the center of a powerful state of Kyivan-Rus. In the 1 1t century, Kyivan-Rus
was, geographically, the largest state in Europe.

Christianity reached the coast of the Black Sea and the lower Danube in the early years of the
Christian era. From there it spread slowly northward, carried by merchants and other travelers.
There is no doubt that in the course of the ninth century the Christian faith was well-rooted in the
chief commercial cities of Ukraine or Kyivan-Rus. Greek Orthodox missionaries, sent to Rus in the
ninth century, baptized so many people that shortly after this a special bishop was sent to care for
their spiritual needs.

St. Volodymyr the Great

In Kyiv, the capital, in the early 10t century, there were many Christians, including Grand
Princess Olha, the wife of Grand Price Thor. History has recorded that his army included both
pagan and Christian warriors. Olha attempted to persuade her son, Sviatoslav, a well-known
warrior who succeeded his parents on the throne of Kyivan-Rus, to accept Christianity but he
declined. However, his children, who remained in the court with their grandmother, were imbued
with Christian ideas. Among them was Volodymyr, who came to be known as St. Volodymyr the
Great. In his adult years, many missionaries approached Volodymyr, each urging him to accept
their religion. Volodymyr decided to find out for himself which was the best religion and sent
envoys to many lands to gather information and report to him. Those sent to Constantinople found
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Greek Orthodoxy the best.

Among Volodymyr's campaigns were successful attacks against Greek settlements in Crimea.
Emboldened by his victory, Volodymyr sent an envoy to the joint Byzantine Emperors, Basil and
Constantine, to demand their sister, Anna, in marriage. They consented on the condition that he is
baptized. Volodymyr gladly accepted, having already convinced himself that Orthodox Christianity
suited him.

In 988 Volodymyr was baptized and married Anna. He also had his entire realm baptized, thus
marking the acceptance of Christianity by ancient Ukraine. Volodymyr is also known to have
conceived on the trident (tryzub) crest, which he had imprinted on Kyivan-Rus coins. This crest
came to be the state emblem of today's Ukraine.

11th-18th Century Developments

Throughout the early years of the second millennium Kyivan-Rus was a strong empire. However
conflicts among the descendants of Volodymyr the Great weakened Kyivan-Rus and left it
vulnerable to attacks by Polovtsians, Mongols and princes of Suzdal in the North. One of them,
Andrei, of the Yury Monomakh house, founders of the later Muscovite dynasty, took advantage of
the disarray among the early Ukrainian princes and sent an army in 1169 to destroy Kyiv. The
attack was successful and for many days the victors pillaged the churches and monasteries. The
soldiers carried away icons, rare books, vestments, and killed many of the inhabitants.

Most of the territory was annexed by Poland and Lithuania in the 14th century; however, during
that time, Ukrainians began to conceive of themselves as a distinct people, an identification that
survived subsequent partitioning by greater powers over the next centuries. Ukrainian peasants
who fled the Polish effort to force them into servitude came to be known as Kozaks (Cossacks)
and earned a reputation for their fierce martial spirit.

The Kozak era began in the 160 century. The rulers, or hetman, of Kozak Ukraine sought to
liberate Ukraine from Russian, Polish or Asian subjugation. One of the more heroic battles was one
in which the Kozak army of Hetman Ivan Mazepa was defeated by the Russian Army in the Battle

of Poltava in 1709 and by the late 18t century eastern Ukraine was subjugated by Russia.

Nationalism and Independence

The 19t century found the region largely agricultural, with a few cities and centers of trade and
learning. The region was under the control of the Austrians in the extreme west. The Russians
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were in control elsewhere. Ukrainian writers and intellectuals were inspired by the Spring of
Nations in Europe and the nationalistic spirit stirring other European peoples existing under other
imperial governments. The literature they created strove to revive Ukrainian linguistic and cultural
traditions and establish a Ukrainian nation-state. The Russians, in particular, through the Ems
Decree, imposed strict limits on attempts to elevate Ukrainian language and culture, even banning
its use and study.

When World War I and the Bolshevik revolution in Russia shattered the Hapsburg and Russian
empires, Ukrainians declared independent statehood. In 1917 and 1918, two separate Ukrainian
republics declared independence. The Ukrainian National (People's) Republic, with its capital Kyiv,
issued four declarations of varying levels of autonomy and sovereignty, culminating in the formal
break with Russia on Jan. 22, 1918.

The Western Ukrainian National (People's) Republic declared its independence from the Austro-
Hungarian Empire on Nov. 1, 1918. Armies of both republics sought to defend independence. On
Jan. 22, 1919, both republics merged into one united, indivisible Ukrainian National Republic. By
1921-22, however, the western part of the traditional territory had been incorporated into Poland,
and the larger, central and eastern part became part of the Soviet Union.

Stalinism

The Ukrainian national idea persevered during the inter-war years, and Soviet reaction was severe,
particularly under Stalin, who imposed terror campaigns, which ravaged the intellectual class. As
part of his forced collectivization policies and confiscation of foodstuffs and grain, Stalin also
created famines that killed millions of previously independent landowners and farmers and others
throughout the country; estimates of deaths from the 1932-33 famine alone range from three
million to seven million. Despite denials by The New York Times'Pulitzer-prize winning
correspondent Walter Duranty, European newspapers told the story of famine deaths in Ukraine
with articles and photographs. After the independence of Ukraine in 1991, the first president of
Ukraine -- Leonid Kravchuk -- made clear the full story of Stalin's plan.

World War 11
Pre-World War 11 Western Ukraine, incorporated into Poland, felt persecution and repression at the
hands of the Warsaw government. Through its campaign called "Pacification," Poland intended to

destroy all vestiges of Ukrainian culture in its domain.

Ukrainians did not wait passively for a general war in Europe to press forward with their war of
national liberation. Among the underground institutions formed to further the goal of independence
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were the Ukrainian Military Organization (UVO) and the Organization of Ukrainian Nationalists
(OUN). World War II formally broke out in September 1939. However the Ukrainian people,
residents of the independent Transcarpathian Ukrainian Republic, unsuccessfully fought a war of
liberation against Nazi Germany's surrogate, Hungary.

After the German and Soviet invasions of Poland in 1939, the western Ukrainian regions were
incorporated into the Soviet Union. When the Germans invaded the Soviet Union in 1941, many
Ukrainians, particularly in the west, welcomed them, but this did not last. The military wing of the
OUN, Ukrainian Insurgent Army (UPA) waged war against both the Nazis and the Soviets. On
June 30, 1941, the leadership of the OUN declared the reestablishment of the independence of
Ukraine.

German brutality was directed principally against Ukraine's Jews (of whom one million were
killed), but also against many other Ukrainians. Nearly 100,000 Jews and Ukrainians, along with
the Kyiv Dynamo soccer team, were shot and buried in Babi Yar, near Kyiv, on Sept. 30, 1941.
Kyiv and other parts of the country were heavily damaged. Armed resistance against Soviet
government forces continued as late as the 1950s. The commander-in-chief of the Ukrainian
Insurgent Army, Roman Shukhevych-Taras Chuprynka, died in battle with MVD troops in March
1950.

Post-War Ukraine

Little changed for Ukraine over the following decades. During periods of relative liberalization - as
under Nikita Khrushchev from 1955 to 1964 - Ukrainian communists pursued national objectives.
The historical proximity of the armed resistance of World War II and this period of a thaw in Soviet
repression gave rise to an era of intellectual resistance to Soviet rule and the campaign for national
independence. This era was spearheaded by so-called writers or intellectuals of the 1960s, 1970s
and 1980s and culminated in the establishment of the Ukrainian Public Group to Promote the
Implementation of the Helsinki Accords. These greater and lesser-known dissidents sooner or later
met their predecessors in the Soviet concentration camps. In the years of perestroika, under Union
of the Soviet Socialist Republics (U.S.S.R.) President Mikhail Gorbachev, Ukrainian officials again
advanced national goals.

Independence and Sovereignty

By a majority vote of the Verkhovna Rada, Ukraine became an independent state on Aug. 24,
1991, which was followed by the dissolution of the Soviet Union. Ukraine, Russia and Belarus
became founding members of the Commonwealth of Independent States (CIS), a loose association
of the former Soviet republics, whose intention was to ease the effects of the collapse of the
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U.S.S.R.

Shortly after independence, Ukraine named a parliamentary commission to prepare a new
constitution. It also adopted a multi-party system and adopted legislative guarantees of civil and
political rights for national minorities.

Note on History: In certain entries, open source content from the State Department Background
Notes and Country Guides have been used. A full listing of sources is available in the
Bibliography.

Political Conditions

Civil Rights and Freedoms

Law guarantees freedom of religion, although religious organizations are required to register with
local authorities and with the central government. Minority rights are respected in accordance with
a 1991 law guaranteeing ethnic minorities the right to schools and cultural facilities, and the use of
national languages in conducting personal business.

In Crimea and eastern Ukraine, areas with significant Russian minorities, Russian is permitted as a
language of official correspondence. It is also recognized as an official language in Crimea.

Crimea

Ethnic tensions in Crimea during 1992 prompted a number of pro-Russian political organizations to
advocate secession of Crimea and annexation to Russia. (Crimea was ceded to Ukraine in 1954, as
a gift from Khrushchev to mark the 300th anniversary of Ukrainian union with Russia). In July
1992, the Crimean and Ukrainian parliaments determined that Crimea would remain under
Ukrainian jurisdiction, while retaining significant cultural and economic autonomy.

Crimea held its first presidential elections in January 1994, electing Yuriy Meshkov, a Republican
Party of Crimea member who advocated closer ties to Russia. The results of a non-binding poll on
March 27, 1994, demonstrated voters' overwhelming support for: greater powers for Meshkov;
dual Russian-Ukrainian citizenship for Crimeans and a treaty to govern relations between Crimea
and Ukraine on a more equal basis. On March 17, 1995, however, the Ukrainian parliament
abolished the 1992 Crimean constitution and dissolved the local presidency.
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See "Special Report" below as regards the landscape in Crimea in 2014.

The Ukrainian Government and Economic Reform

The 1996 constitution recognizes the right to private ownership of land and property. It also
strengthens provisions on the rule-of-law and provides for a more independent judiciary, promising
more effective legal protections for investors. It could also help facilitate passage of a long-delayed
new Civil Code, which contains a Western-style commercial code.

These principles, while laying the groundwork for market-economy reforms, are thus far more
theoretical than practical. A lack of legislation in many areas of economic activity, as well as the
absence of a reliable system to enforce existing legislation, are obstacles to achieving an investment
climate that will attract substantial foreign investment. Key questions, such as land ownership, land
purchase by foreigners, privatization conditions, and taxation reform remain unresolved.

In line with Ukraine's agrarian land reform policy, President Leonid Kuchma issued a decree on
Dec. 3, 1999, abolishing collective farms. The three-page document raises the urgency level of
privatizing the land, previously used by collective farming organizations. The decree notes that
farmers who worked on the collective farms or other individuals are entitled to buy the land for
their own farming needs.

Increasing corruption and crime, while not as serious a problem in Ukraine as in Russia, is a
significant factor inhibiting legitimate business activity and foreign investment in Ukraine. President
Kuchma has declared the fight against organized crime to be one of the top priorities of his
administration, but up to this point little real progress has been made.

There is a broad understanding of these problems within Ukrainian official circles and a general
consensus among reformers on the need to ensure that foreign investors are greeted with a more
favorable legal and regulatory climate in the future. The hard work of translating that consensus
into law is one of the most important challenges facing the Ukrainian political system today.
Ensuring that these laws are effectively executed is an equally great challenge.

Post-Independence Elections

In their first free, democratic elections, held in December 1991, the Ukrainian people voted by 91
percent in support of independence and elected Leonid Makarovych Kravchuk president.

In July 1994, Leonid Danylovych Kuchma was elected Ukraine's second president, replacing
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Leonid Kravchuk. Earlier, in March 1994, Ukraine had elected its first post-independence
parliament. Between the parliamentary elections of March 1994 and March 1998, there were
several changes in government.

Following the elections, Vitaliy Masol was chosen prime minister. Economic policy disputes led to
the resignation of Prime Minister Masol one year later, in March 1995. Kuchma then appointed
Yevhen Marchuk as prime minister. Marchuk remained in office a little over a year; he was
dismissed in May 1996 and replaced by Pavlo Lazarenko. Lazarenko also lasted only a little more
than a year; he was removed from office by President Kuchma in June 1997 and replaced by
Valeriy Pustovoitenko. Marchuk and Lazarenko's failure to reform and improve the Ukrainian
economy is seen as the reason for their removal. Pustovoitenko fared somewhat better than his
three predecessors, lasting the longest of the three in office. He remained prime minister until late
December 1999, when reformer Viktor Yushchenko, former chairman of the National Bank of
Ukraine, replaced him.

During Pustovoitenko's tenure, the second post-independence parliamentary elections were held (in
March 1998). Non-partisans won 136 seats. The Communist Party of Ukraine won 123 seats; the
People's Movement of Ukraine Rukh won 41 seats; the Socialist Party and the Peasants' Party
combined for 29 seats; and the People's Democratic Party of Ukraine won 28 seats. The All-
Ukrainian Association Hromada won 20 seats; the Green Party won 19 seats; and the Progressive
Socialist Party and the United Social-Democratic Party each won 14 seats. Other electoral alliances
and parties won 26 seats.

In the 1999 presidential elections, 13 candidates stood in the first round. Because no candidate
received an absolute election majority, a run-off was held between the top two vote recipients,
President Leonid Kuchma and Communist Party leader Petro Symonenko. In the second round,
Kuchma defeated Symonenko, garnering 56.3 percent of the vote to Symonenko's 37.8 percent.
After the presidential elections, President Kuchma attempted to re-appoint Pustovoitenko, but the
Verkhovna Rada rejected this proposal. President Kuchma then nominated Chairman of the
National Bank, Viktor Yushchenko, whom the Verkhovna Rada confirmed.

In an effort to strengthen the Office of the President of Ukraine, to demonstrate popular support
and to browbeat a defiant and uncooperative parliament, President Kuchma called for a
controversial referendum that was held April 16, 2000. Despite some pundits' predictions that the
population's weariness with elections and frustrations with economic woes would lead to a low
voter turnout, more than 81 percent of the electorate, or 29,780,768 people, appeared at polling
booths across the country, according to the Central Elections Commission. The voters by an
overwhelming majority cast their ballots in support of expanding the president's authority.

While Kuchma sought to have six questions placed on the ballot, the Constitutional Court of
Ukraine declared two to be unconstitutional.
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The first question pertained to expanding the president's authority to disband parliament. It asked
the voters to support dissolution of parliament if lawmakers do not form a practical majority within
one month of the new session or if the lawmakers do not adopt the state budget within three
months of its submission to parliament. This issue was supported by 84.72 percent of the voters.
The next question asked the electorate to support curtailing deputies' parliamentary immunity by
allowing them to be indicted or detained on criminal charges without permission of parliament. The
issue was favored by 89.01 percent.

The third question dealt with decreasing the number of people's deputies from 450 to 300
legislators. Nearly 90 percent of the voters supported this question. Finally, the fourth question
asked for the establishment of a bicameral parliament, with the new chamber to consist of
representatives of the regions. This question was supported by 81.71 percent of the voters. In
hailing the outcome, Kuchma indicated that this would not be the last referendum in Ukraine.

The Communists

Ukraine's communists won a victory on Saturday, Dec. 29, 2001, when a high court rejected as
unconstitutional a blanket ban imposed on the Soviet-era Communist Party a decade ago but they
failed to win control of its predecessor's vast assets. Communists were allowed to continue political
activity in independent Ukraine despite parliament's ban in 1991 and now represent the largest
group in the 450-seat assembly. But the revamped communist party had been pressing for full
legalization.

The ban was imposed on the Ukrainian communist party in the aftermath of the failed 1991 hard-
line coup against Soviet President Mikhail Gorbachev. However, in it's ruling, the Ukrainian
Constitutional Court rejected calls for communist assets to be returned to the party. It said the new
Communist party had no right to the vast amount of property amassed by the communists in the
Soviet era that includes scores of government buildings, rest homes and sanatoria. Nationalists,
patriots and democrats, who played a key role in the process of securing independence for
Ukraine, have repeatedly said that re-legalizing the Communist Party was tantamount to pardoning
decades of religious and cultural oppression from Moscow.

National Identity

Ukrainian President Leonid Kuchma on Dec. 2, 2001, strongly dismissed the possibility of Ukraine
giving up its independence to restore the Soviet Union. Speaking at a national history museum
ahead of the 10th anniversary of the break-up of the USSR, he described independence as
Ukraine's historic choice.
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The question of language remains a hot topic in Ukraine with the President being called on
regularly to explain his position on it. Western Ukrainians demand the sole predominance of the
Ukrainian language in Ukraine, while residents of other regions favor an equal status between the
Ukrainian and Russian languages. When asked in December 2001 by a reporter, "What is your
position on the language issue and the status of Russian," Kuchma said he explained that, according
to the Ukrainian Constitution, there was one state language, Ukrainian. Secondly, I have always
said this and will say it again: Russian should not feel like a foreign language in Ukraine. Otherwise
we would be much too deprived in every respect, from the Russian heritage, Tolstoy, Pushkin,
Dostoyevsky, to everything else. The more languages we know, the better."

Constraints on Media Freedom

Ukraine's evolving status as a democratic state continues to provoke various political alliances and
so-called oligarchs into using the media as a staging base for promoting personal or partisan
agendas and beating the opposition.

Kuchma has denied accusations that press freedom does not exist in Ukraine and noted that
individual citizens had the right to judicial recourse when the media libels them.

Adrian Karatnycky, president of Freedom House, the U.S. human and civil rights monitor, said a
relatively free press exists in Ukraine, or at least one that is diverse enough to offer a wide range of
ideas. He indicated that the competition among the oligarchs' media offers a variety of points of
views for the people. However, harassment of journalists also exists, he said.

Nonetheless, the September 2000 disappearance of young Internet journalist, Heorhiy Gongadze,
underscores the tenuous position of Ukraine's newsmen and women, who persistently investigate,
analyze and criticize the activities of the political or business oligarchs.

Gongadze operated a Ukrainian website, called "Pravda" (Truth), www.pravda.com.ua, in which
he expressed views critical of the powerful elite. In September 2000, he disappeared. In mid-
November of that same year, Kyiv police found the decapitated body of a male that was partially
destroyed by acid. Gongadze's associate, Olena Prytula, and his family believe that body is that of
the missing journalist. Officials did not want to positively identify the body until after the medical
examiner inspected the remains.

The reporter's disappearance has turned into the single most serious threat against Kuchma's
presidency. The incident turned into a scandal when a KGB-trained member of the presidential
security team, Major Mykola Melnychenko, managed to tape Kuchma talking in anger with his
closest associates and saying that it would be better if Gongadze disappeared or was given to the
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Chechens. Kuchma himself said that the voice seems to resemble his own while independent
scientific examination failed to prove or disprove that it was the president's voice. The tape was
revealed in December 2000 by Alexander Moroz, a member of parliament and head of the
Ukrainian Socialist Party. Melnychenko and the political opposition claimed that the words on the
audio recording were proof that President Kuchma implicitly gave orders to eliminate the Internet
journalist.

Parliamentary hearings were held in the wake of the revelation of the tape's existence. The
groundswell of opposition to Leonid Kuchma's presidency increased throughout the early months
of 2001. The people did not believe his claims that he had nothing to do with the disappearance of
Georgi Gongadze and, consequently, calls for his resignation spread across Ukraine.

Meanwhile, DNA tests, investigators in Ukraine and Russia were not able to state definitively that
the body was that of Gongadze. The matter was further complicated by German technicians at the
Genedia lab who said they too were unable to positively identify the corpse. However, in the
spring, medical examiners from the FBI and the U.S. Armed Forces Institute of Pathology arrived
in Ukraine to conduct their own tests. They joined many groups, among them Reporters Without
Borders, who went to Ukraine to investigate Gongadze's disappearance. The U.S. team confirmed
on May 8, 2001, that the body was that of Heorhiy Gongadze.

The ad hoc group, Ukraine without Kuchma, organized a tent city in Kyiv, with hundreds of
participants from around Ukraine demanding the President's removal. Thousands of people came
out to demonstrate against Kuchma in January, February and March. The latter one, attended by
some 10,000 demonstrators, was the scene of numerous violent scuffles between protesters and
police. Demonstrators took to throwing rocks and other missiles at the police while officers
responded with what was considered by many as excessive force. Dozens were injured on both
sides.

In a unique attempt to convince Ukrainians and the international community of his innocence,
President Kuchma wrote a letter to the editor of the Financial Times, which was published in the
Feb. 27, 2001, edition of the British publication. Kuchma wrote in part: "I was not acquainted with
Mr. Gongadze but was certainly aware of the articles he wrote criticizing my policies. In fact, there
are many professional journalists who criticize my government more viciously than Mr. Gongadze
did. The death of a journalist, although tragic, is not grounds for my political adversaries to accuse
me of murder.

Kuchma ultimately fired without explanation the country's leading security officials, whose voices
were also heard on the Melnychenko audio recording: Minister of Internal Affairs Yuriy
Kravchenko, head of the National Security Service of Ukraine Leonid Derkach and Volodymyr
Shepel, head of the State Guard Department.
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The 2001 Political Crisis

From late 1999 to early 2001 the Ukrainian government was headed by Prime Minister Viktor
Yushchenko, appointed by President Kuchma and approved by the Verkhovna Rada, on Dec. 22,
1999. Prime Minister Yushchenko, former Chairman of the National Bank of Ukraine, promised
economic reforms, including increased privatization, a lessening of the government's role in the
economy, land reform (privatization), and a tightening of fiscal policy.

In attempting to see through these reforms, Prime Minister Yushchenko needed substantial
cooperation from the Verkhovna Rada. The potential for such cooperation looked rather slim in
January 2000, when the Verkhovna Rada literally split in two. Approximately 240 center-right, pro-
reform deputies walked out of the parliament, elected their own "parliamentary speaker," and met
separately from the leftist deputies, led by parliamentary speaker, Oleksander Tkachenko. (The
pro-reform deputies had attempted to vote Tkachenko out of the chairmanship; he had refused to
step down). The parliament had resumed meeting normally and had elected a new speaker, Ivan
Plyushch, but the new government was unable to persuade the national legislature to vote for the
necessary economic reforms.

While President Kuchma was being pressured to resign, Ukrainian Prime Minister Viktor
Yushchenko was fighting off attempts by the country's left-wing politicians to bring down his
government. The coalition, led by Petro Symonenko, head of the Ukrainian Communist Party,
claimed that Yushchenko's policies virtually ruined the nation's well being.

The West, led by the United States, had supported Yushchenko economic reforms and, in fact, the
country's welfare has improved. His market and democratic-oriented policies also infuriated
influential Ukrainian politicians due to their calls for national transparency. Nonetheless, left-wing
parliamentarians pressed for a vote of no confidence.

The crisis surrounding the prime minister's position was the latest in a series of ministerial
upheavals. President Kuchma first fired in early January 2001 Deputy Prime Minister Yulia
Tymoshenko on charges of corruption. She was incarcerated and judicially released a couple of
times and ultimately hospitalized. Kuchma ultimately fired without explanation though, in the wake
of the revelation of the Gongadze case, a number of the country's leading security officials.

Events of 2002

By early 2002, rumblings of dissatisfaction from the opposition, mainly from an odd alliance of
communists and those parties connected to powerful businesses or oligarchic parties, toward the
reformist Prime Minister turned into loud roars of condemnation. On April 26, Prime Minister
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Yushchenko received a vote of no confidence and he and his cabinet resigned, though he still
remains a popular public figure. On the day of the no- confidence vote, 15,000 Yushchenko
supporters rallied outside the Verkhovna Rada building. President Kuchma accepted the vote and
said a new prime minister would be nominated by mid-May.

While most of the members of the cabinet accepted a caretaker status, Yushchenko said he was
leaving government work and pledged to return at a later date. Democratic opposition
parliamentarians, including dismissed minister Tymoshenko, are jockeying to convince Yushchenko
to lead them. There was already talk of Yushchenko running for the next presidential election,
something that analysts claimed to be the source of Kuchma being nervous. Some analysts
suggested Kuchma's beleaguered support of Yuschenko was a disguised attempt to discredit
Yuschenko's political reputation.

After a week of negotiations with the Communist Party and other political parties, President
Kuchma formally nominated 46-year-old Anatoliy Kinakh, head of the Union of Industrialists and
Entrepreneurs, for the post of prime minister. The parliament voted on Tuesday, May 29, by a
vote of 239-2 with 12 abstentions in favor of Kinakh.

In his address to the Verkhovna Rada, Kinakh promised to foster close cooperation with legislators
and regional authorities. Kinakh also said Ukraine's relations with such organizations as the
International Monetary Fund could be reviewed. This was seen as an attempt to appease
Communists and their allies who consider the IMF an instrument of Western pressure on Ukraine.
Kinakh pledged to continue reforms and promote Ukraine's economic integration in Europe and the
world. He also said increasing salaries and fighting against poverty would be his top priorities.

2002 Elections

Thirty-three political parties and blocs vied for 225 contested seats in the March 31, 2002,
parliamentary elections.

Virtually all Ukrainian political parties remain dominated by many key personalities and have not
yet developed into mature organizations such as those in many Western democracies. That said,
1deological and nationalistic divisions do exist across the Ukrainian political party spectrum. Some
of the main political blocs and parties are discussed below.

Our Ukraine Bloc (NU)

The bloc consists of 10 right-wing and liberal parties and is led by the popular former Prime
Minister Victor Yushchenko. The reform minded bloc is pro-West, pro-democracy and pro-market
economy. It has vowed to fight corruption and increase privatization. Our Ukraine was established
in 2001 and received the highest percentage of votes in the 2002 proportional parliamentary poll
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with 24 percent of the votes.
Communist Party of Ukraine (KPU)

Ukraine's strongest party organizationally, the Communist Party, is anti-Kuchma and anti-reform.
The Communists constitute the largest single faction in the Verkhovna Rada but were unable to
elect their leader, Petro Symonenko, to the post of Verkhovna Rada Chairman. The Communists
generally oppose the 1996 Constitution and, in particular, privatization. They would also like to see
a return to some form of central planning, the nationalization of the banking system, the
abolishment of the presidency, and closer ties with Russia. The party's primary base of support lies
among disillusioned elderly and middle-aged voters. The Communists received 25 percent of the
vote in the March 1998 party-list Verkhovna Rada elections. The party fared worse in the 2002
proportional parliamentary poll, as it only received 20 percent of the votes.

For a United Ukraine Bloc (ZYU)

Led by Volodymyr Lytvyn, the bloc consists of four parties. This party has close ties with
President Kuchma, who endorsed the bloc with his own vote in the 2002 elections and as such is
often called, "the party of power." The bloc stands for a strong and united Ukrainian state,
integration in the European community, and economic policies based on free market state
regulation. The bloc received 12 percent of the votes in the 2002 proportional parliamentary poll.

Tymoshenko Bloc (JT)

The reform minded and outspoken critic of President Kuchma, Juliya Tymoshenko, heads this
bloc. The JT is fiercely anti-corruption, anti-Kuchma, pro-NATO and EU and supports reform of
the energy sector. In the 2002 elections, JT received seven percent of the proportional
parliamentary poll.

Socialist Party of Ukraine (SPU)

Led by former Verkhovna Rada Chairman Oleksander Moroz, the Socialist Party was formed in
1991 to circumvent the government's ban on the Communist Party. The Socialists are less Marxist-
Leninist in orientation than the KPU, and Moroz has hinted that he would like to move the party in
the general direction of European social democracy. Rank and file members, however, still favor
state control of key industries and closer ties to Russia and the Commonwealth of Independent
States. The Socialists ran in an electoral bloc with the leftist Peasant Party in the March 1998
parliamentary elections; the bloc received eight and a half percent of the party-list vote. The bloc
split in October 1998. For the 2002 elections, the party won seven percent of the proportional
parliamentary poll.
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Social-Democratic Party of Ukraine (United) [SDPU(O)]

This small party grew in stature prior to the March 1998 elections by attracting former President
Leonid Kravchuk and former Prime Minister Yevhen Marchuk to its electoral slate, and received
four percent of the party-list vote in the March 1998 elections. The SDPU (O) is business-oriented
and favors a "socially-oriented market economy," using market economics to generate resources
for better social protection. The party deposed its former leader, former Justice Minister Vasyl
Onopenko, in October 1998, and Marchuk left the party's faction in 1999 after the SDPU(O)
declared its support for Kuchma's re-election. Currently led by Victor Mededchuk, SDPU(O)
received 6.3 percent of the proportional parliamentary poll in the 2002 election.

Green Party of Ukraine (PZU)

The Green Party, formed in the early 1990s, supports environmentally friendly policies, such as
the closure of the Chernobyl nuclear power plant and energy conservation. The party supports
Ukraine's neutrality in most foreign policy matters. The Greens have benefited from an influx of
new businessmen who also favor overhauling Ukraine's tax system to better accommodate
business and consumer interests. The party's success in the March 1998 elections came as a
surprise to most observers; it received roughly five and a half percent of the party-list vote.
However, in the 2002 elections the party failed to receive the four percent needed to gain seats in
the parliament.

Women for the Future (ZM)

The ZM is a social-values oriented party, which values the rights and well being of every man,
woman and child regardless of nationality, faith or political affiliation. The ZM is pro-social reform,
wants more women participating in politics and seeks Ukraine's closer integration within the
European community. President Kuchma's wife, Lyudmyla, has ties to this party, which is led by
Valentyna Dovzhebko. The party failed to receive the four percent needed in the 2002 elections.

Violence darkened the election atmosphere on a number of occasions. The Our Ukraine office was
repeatedly vandalized; candidates and their supporters were assaulted and threatened. A number of
candidates and political activists, including Juliya Tymoshenko, were injured in car accidents, and a
few were killed in car-related accidents. On March 30, the eve of the election, Social Democrat
candidate Mykola Shkriblyak was shot dead outside his home.

Independent domestic and international election observers noted a number of election irregularities
during the months preceding and during parliamentary elections. The most common complaints in
regards to the election campaign included charges that: candidates and political parties did not
receive equal exposure in the media; political rallies would have "mysterious" power outages; there
were some instances of voter intimidation; candidates names were removed from the ballot at the
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last minute, and ballots were falsified.

Prime Minister Anatoliy Kinakh continued with his post as the country's premier. Our Ukraine,
although the winner in the 2002 elections, had to try to form a coalition with other parties to gain a
majority in parliament. This would prove to be difficult, as Victor Yushchenko had to strategically
determine the parties with which he could work with the least amount of conflict. While some
parties announced solidarity on certain issues, such as the Communists and Yulia Tymoshenko's
bloc jointly declaring that they will begin impeachment proceedings against Kuchma, the chances
of strong and politically succinct coalitions were slim.

In late 2002, Kinakh was dismissed and was replaced by Viktor Yanukovich. No reason was given
for Kinakh's dismissal, although Kuchma was increasingly under public pressure (as discussed in
the following section.) The new prime minister, with experience as a regional governor, was viewed
as a tough individual. As such, he was viewed as being able to deal with Ukraine's troubled political
scene.

Calls For Kuchma's Resignation

The infamous tapes which suggested Kuchma's involvement in the death of a journalist (discussed
above) resurfaced and took on new significance. As well as incriminating the country's leader in the
murder of the journalist, the tape recordings also produced another finding -- that Ukraine had
allegedly sold Iraq a "Kolchuga" early warning radar defense system. Both revelations turned the
government of Ukraine -- and the presidency of Kuchma -- into something of a pariah
internationally. Particularly noteworthy is the fact that bilateral relations between Ukraine and the
United States plummeted after the sale of the defense system to Iraq was discovered. Later, poor
bilateral relations were further strained when the United States said that Ukraine was not
cooperating with the investigation on the matter. By August 2003, presumably in an effort to repair
the damaged relationship with the United States, Ukraine sent peacekeepers to Iraq.

Domestically, President Kuchma fared no better. From 2002 through 2003, regular mass protests
calling for the Ukrainian president's resignation became the usual fare. Beleaguered and politically
battered by the constant call for his resignation, in March 2003, Kuchma offered a package of
policy reforms aimed at devolving presidential powers slightly while affording parliament greater
authority. The issues surrounding the murder of journalist, Georgiy Gongadze, as well as the
complaints of media harassment and intimidation, however, did not nothing to diffuse popular
discontent.

In one of the most sizable protests in March 2003, organized by the group "Rise Ukraine!", as
many as 50,000 people took to the streets of Kiev. Co-organizers included the party of former
Prime Minister Viktor Yushchenko as well as Yulia Tymoshenko's centre-right block. Communists
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and Socialists also joined the demonstration. Although several organizers were arrested, the
dissenting groups of allied protestors promised to keep up the calls for Kuchma's resignation. In
addition to protesting the president's involvement in the two aforementioned scandals, people were
also upset about the economy, most especially the loss of their savings and pensions.

Developments in 2003 and 2004

In late 2003 and the first part of 2004, relations with Russia took center stage. In October 2003, a
border dispute occurred with Moscow when Russia began to construct a causeway across the
Kerch Strait between the coast of Russia and Ukrainian island of Tuzla off the Crimean coast. The
Kerch Strait also separates the Black Sea from the Azov Sea. In response, Ukraine sent troops to
Tuzla.

At the end of the year, Ukrainian President Kuchma and Russian President Vladimir Putin met to
resolve the issue and lessen tensions. At a meeting in Crimea, they signed an agreement on the
joint use of Kerch Strait and status of Azov Sea. The matter of Tuzla, however, was reportedly
not included in either the discussions or the agreements made. In April 2004, the agreements were
ratified.

Meanwhile, on the domestic front, in December 2003, the Ukrainian Constitutional Court ruled
that President Kuchma could run for a third term in 2004. Earlier in 2003, Kuchma faced intense
opposition over a few high profile scandals, attempts to control the media and economic woes.

In April 2004, amid opposition protests, the Ukrainian Parliament ratified membership of a free
trade zone with Russia. The agreement effectively introduced a common tax code and terminated
trade tariffs.

Also in the first part of 2004 was the parliamentary vote on proposed changes to the constitution
that has only been in effect for less than a decade. The decision to change the relatively young
constitution as well as the proposed reforms have not been well received by the international
community and has been decried vociferously by members of the opposition. At issue were
provisions that would weaken the powers of the presidency and even allow the presidency to be
chosen by parliament instead of by popular vote. That particular provision (voting on the
presidency within the parliament) was removed from the table as a consequence of domestic and
international pressure.

By the time the changes were finally put to a vote in parliament, the bill fell six votes short of the
necessary 300 votes. (Note: In order for constitutional reforms to be passed, there has to be a two-
thirds majority vote.) The defeat of the bill on the parliament was not the end of the issue of
constitutional reform. Political experts said it could yet be put to another vote ahead of the
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election.

In June 2004, a parliamentary committee in Ukraine called for the impeachment of President
Kuchma over the murder of an internet journalist, Georgiy Gongadze. The committee, which had
been investigating the case, also said it would recommend that criminal charges be brought against
the Ukrainian leader. The report by the committee was yet to be presented to the Ukrainian
parliament but the timing was expected to be crucial since the presidential elections were only
months away. Although President Kuchma was not standing for re-election, the report would
undoubtedly influence the fate of his successor, Prime Minister Viktor Yanukovych.

The "Orange" Revolution

In November 2004, the presidential election was held and official election returns suggested
a victory for Prime Minister Viktor Yanukovych, the apparent successor to Kuchma. Those
official results, however, did not coincide with exit polls, which indicated that opposition candidate
Viktor Yushchenko had actually garnered more support from the voters. As such, there were
claims that the elections had been marred by fraud. International election observers also reported
rampant vote rigging. An additional twist to the story was added when it was reported that
Yushchenko was poisoned with a high dose of dioxin after attending a meeting with Ukrainian
security service chiefs in September.

The contestatory nature of the results, as well as the growing controversy about efforts to thwart a
victory by Yushchenko, set off protests by thousands of people for several weeks. The protest
action launched by Yushchenko and the mass public was dubbed the "Orange Revolution." Calls
for new elections resonated with the Ukrainian parliament, which responded by voting to void
those election results. Although the vote in parliament was non-binding, a judgment by the
Supreme Court set in motion a course for new elections in December 2004.

In December 2004, the people of Ukraine returned to the polls to once again choose their leader
following the voiding of November election results. In the wake of those new elections, early
suggestions were that Yushchenko was set to grab a massive victory. Early election returns
showed Yushchenko leading with over 52 percent and Yanukovych with 44 percent. While
Yushchenko addressed his supporters with a victory speech, Yanukovych's party prepared for the
prospect of its new role as the opposition. The official results showed that the early exit polls had
been correct -- Yushchenko had 52 percent and Yanukovych had 44.2 percent.

In January 2005, Viktor Yushchenko was sworn in as president. The formalization of his new role
came after the country's Supreme Court rejected a challenge by Yanukovych. A month later in
February 2005, Yushchenko's nominee, Yulia Tymoshenko, was convincingly approved as prime
minister by parliament.
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Developments in 2005

In March 2005, former Ukrainian President, Leonid Kuchma, returned home from the Czech
Republic after hearing the news about the death of his former interior minister, Yuri Kravchenko.
The former interior minister was found dead just before his scheduled testimony in the infamous
2000 case of the murder of outspoken journalist, Georgiy Gongadze (see details above). The
murder has consistently evoked claims that the Kuchma government was involved in some way.
The emergence of tape recordings in 2001 possibly implicating the government of Kuchma did
nothing to stop the claims. Further speculation is expected to rise as a suicide note by Kravchenko
blaming Kuchma has been uncovered. For his part, however, Kuchma has denied any
involvement in the murder of Gongadze. Meanwhile, prosecutors have said that they know who
ordered the killing of the journalist who often spoke out against the government.

On September 8, 2005, Ukrainian President Viktor Yushchenko sacked his government saying that
it had become consumed by a power struggle. He also explained his rationale by saying that he
sought to preserve the ideals of the Orange Revolution, which had brought him to power following
contestatory elections against Viktor Yanukovich.

Although several members of the sacked cabinet were expected to secure new jobs in the new
administration, a notable

absence was to be that of the outgoing Prime Minister Yulia Tymoshenko. For her part, she placed
the dissonance in the cabinet on aides to Yushchenko, whom she accused of unjustly scheming
against her. There was some speculation of a feud between Tymoshenko and the head of the
Security and Defence Council, Petro Poroshenko. She railed against the spirit of conflict and
disunity which had been spurred as a result, and vowed not to go into the next elections with the
new administration. Meanwhile, the acting Prime Minister, Yuri Yekhanurov, was in the process of
forming a new government.

On September 22, 2005, Yekhanurov was rejected by parliament as prime minister. In
parliament, Yekhanurov ran three votes short of the requisite 226 for approval. Analysts said the
outcome was precipitated by Yuskchenko's controversial decision to fire Tymoshenko, and was
intended to show a lack of confidence of in the president's decision making. Moreover, parliament
appeared to want to deliver the message that it could not function effectively without the leadership
of the ousted Tymoshenko. Then on September 22, 2005, following negotiations between
President Yushchenko and members of opposition groups, he was approved by 289 deputies out of
339 present, with some factions abstaining from voting.

The Gas Crisis of 2006
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In early 2006, Russia was embroiled in a dispute with Ukraine over a gas deal. The Ukrainian

Energy Minister Ivan Plachkov traveled to Moscow to try to resolve the dispute ahead of the
expiration of the negotiating deadline. The issue revolved around the price of gas. The Russian
gas entity, Gazprom, raised the price of 1,000 cubic meters of gas from $50 to $230 -- a rate that
quadrupled gas prices for Ukraine. Ukraine refused to pay while Gazprom threatened to cut off
Ukraine's supplies completely if a new agreement was not forged by the start of 2006. Indeed,
Russia said that no new proposals would be advanced and that Ukraine should pay market rates.
For its part, Ukraine said that while it would agree to payment of market rates, such increases
should be introduced in a phased cycle over a period of several years.
With no progress made in forging an agreement, Gazprom effectively cut off energy supplies to
Ukraine. Because Gazprom supplies a full 20 percent of all the gas consumed by the European
Union, the cut-off of Ukraine's gas provisions led to a shortage of gas supplies elsewhere across
Europe in the first days of 2006. Countries directly affected by the situation were themselves
pumping less gas to their own customers down the line.

Gazprom later announced it would carry out checks on gas volumes and that it would utilize "all
possible measures" to ensure that Western consumers continued to receive gas as per contractual
agreements. The Russian government said that it would pump more gas to Europe -- a move
intended to compensate for gas "stolen" by Ukraine. On Jan. 1, 2006, Alexander Medvedev, the
deputy head of Gazprom, alleged that Ukraine had stolen 100 million cubic meters of gas. Ukraine
denied the accusation that it had siphoned off $25 million worth of gas from the pipeline crossing
its territory after Russia cut off its gas supply. Still, Ukraine's Fuel and Energy Minister, [van
Plachkov, asserted that Ukraine had the right to a portion of the gas transported by the pipeline that
exports Russian gas across its territory. Indeed, that pipeline carries 90 percent of Gazprom's
exports across Europe.

Ukrainian President Viktor Yushchenko said he was willing to enter a process of international
arbitration to resolve the dispute. In this regard, European Union Energy Commissioner Andris
Piebalgs said in a media interview that he had called on Russia and Ukraine to return to the
negotiating table. He also described the complexity of the situation, carefully noting that no one
was to blame. On Jan. 3, 2006, ahead of a meeting of energy officials from the European Union,
Russia notified the European Commission of its opinion of the gas dispute with Ukraine.

At the geopolitical level, the Ukrainian government in Kiev suggested that it was being punished by
the Russian government in Moscow for trying to develop stronger ties with the West. Relations
between Russia and Ukraine have been strained ever since President Yushchenko came to power.

As a pro-Western politician, Yushchenko has appeared to steer the country out of Russia's sphere
of influence.
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Political Developments in Early 2006

On the heels of this conflict with Russia over gas supplies, the parliament of Ukraine
overwhelmingly voted to dismiss Prime Minister Yury Yekhanurov and his government on Jan. 10,
2006. The parliament also ordered Yekhanurov's government to continue to function in a
caretaker capacity until a new government could be formed. The parliament's decision to dismiss
the government was spurred by the formation of a deal by Yekhanurov's government to resume
Russian gas supplies to Ukraine at a dramatically heightened price. Indeed, Ukrainian
parliamentarian charged that Yekhanurov's government had "betrayed national interests" via the
agreement.

In the deal set to last for five years, Russian gas would be sold for $230 (USD) per 1,000 cubic
meters to the Rosukrenergo trading company, which would mix Russian gas with cheaper gas from
Central Asia, and then sell the blend to Ukraine for $95 (USD) per 1,000 cubic meters.

In response, President Yushchenko, who had traveled to Kazakhstan's for President Nursultan
Nazarbayev's inauguration ceremony, characterized the parliament's dismissal of the prime
minister's government as both illegal and unconstitutional. As such, he warned that he might
dissolve the parliament. Such a move might affect the date of parliamentary elections, which were
scheduled to take place on March 26, 2006.

In other developments in early 2006, the trial of three former policemen for the murder of a
journalist commenced in the capital city of Kiev in January 2006. Valeriy Kostenko, Mykola
Protasov and Oleksandr Popovych were charged with killing Geirgiy Gongadze, one of Ukraine's
most well-known opposition journalists discussed above. A fourth suspect, former police officer,
Oleksiy Pukach, was believed to have fled abroad.

Parliamentary Elections of 2006

In late March 2006, parliamentary elections were held in Ukraine. In total, 45 parties participated.
Turnout was in excess of 50 percent of the electorate, according to election officials. Election
monitors, including observers from the Organisation for Security and Co-operation in Europe,
concluded that the elections went off in a "free and fair" manner.

Exit polls indicated that the opposition Regions Party, led by former Prime Minister Viktor
Yanukovych, was likely to secure the most seats in Ukraine's 450-member parliament, ahead of
both President Viktor Yushchenko's Our Ukraine party and his Prime Minister Yulia Tymoshenko's
party. Early election results showed Yanukovych's Regions Party in the lead with 26.4 percent,
Tymoshenko's party just behind with 23.9 percent, and Yushchenko's Our Ukraine party trailing
with just 13.5 percent of the vote share. As well, the Socialists were expected to garner about 5
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percent of the vote, thus qualifying them to take some seats in parliament.

Even without all the votes counted, it seemed as if no party would win an overall majority, thus
spurring speculation about the possibility of the formation of a coalition government. Discussions
about a possible ruling coalition would be complicated by the fact that parliamentary power has
been increased and presidential power has been curtailed somewhat. As such, parliament, rather
than the president, would be responsible for the selection of the prime minister, and for casting
approval of members of government.

The actual composition of any governing coalition evoked many questions. For example, despite
being sacked as head of government by Yushchenko, could Tymoshenko put aside any residual
bitterness to revive a governing alliance with him? How likely -- or unlikely -- was the possibility
an alliance between Tymoshenko and Yanukovych, given the fact that both of these individuals sat
on opposing ends of the election conflict, which led to the Orange Revolution in the first place?
Was there any possibility of two rivals -- pro-Western Yushchenko and pro-Russian Yanukovych --
joining forces in a government of national unity?

The elections were the first since the Orange Revolution, which brought President Yushchenko to
power. Results suggested that the appeal of the movement itself was waning, presumably because
of the slow pace of reform and the ailing economy. Nevertheless, the Ukrainian president remained
optimistic about the country's prospects following the outcome of the election.

Meanwhile, Yulia Tymoshenko suggested that she was ready to reconstitute her Orange
Revolution alliance with Yushchenko, and ultimately sit at the helm of government in such a
coalition once again. Indeed, most analysts concurred that such an end seemed most
likely because -- despite their power struggle -- Tymoshenko and Yushchenko share greater
ideologically compatibility as well as a desire to keep Yanukovych's pro-Russian Regions Party out
of government.

For his part, Viktor Yanukovych, who was defeated in the re-run of the presidential election by
Yushchenko in December 2004 (as discussed above), claimed victory for his Regions Party. He
said, "Our victory will open a new page in the history of Ukraine." He also expressed a
willingness to work with any coalition partners. On policy, he said that his party hoped to bridge
the East-West divide by supporting ties with the European Union, and improving Ukraine's
relationship with Russia.

Months later in June 2006, the three central members of the Orange Revolution -- Yulia
Tymoshenko bloc, Our Ukraine and the Socialist Party -- announced that they would form a
governing coalition within the Ukrainian parliament. The agreement ended a period of political
deadlock in which Ukraine was gripped by a power vacuum. As well, Yulia Tymoshenko's
candidacy for head of government was submitted to President Yushchenko. In this way, it was
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believed that Tymoshenko was set to return to to her former position as prime minister. As well, it
seemed that the pro-Western coalition, led by President Viktor Yushchenko's Our Ukraine Party
and joined by former Prime Minister Yulia Tymoshenko's bloc, appeared poised to take the reins
of power.

But the "Orange Revolution" coalition, which garnered international fame when its supporters took
to the streets to demand new elections a few years earlier, unexpectedly collapsed in July 2006.
The collapse was driven by the decision by coalition partner, the Socialists, to break ranks and
elect its own leader as the parliamentary speaker. The move splintered the coalition and as a
result, the nomination of Yulia Tymoshenko as prime minister was rendered void.

Meanwhile, the pro-Russian opposition, which was led by the Regions Party of opposition leader
Viktor Yanukovych, joined with the Socialists and the Communists, and successfully forged their
own coalition. They also said that they were ready to form a government, thus bringing an end to
the political uncertainty that had gripped the country. It was Yanukovych's seemingly tainted
election victory years earlier that gave rise to the aforementioned Orange Revolution, which paved
the way for fresh elections and the ascent of Yushchenko to power instead.

If Yanukovych assumed the position of prime minister, it would mean that Yushchenko, now
seated in the president's office, would have to work with his biggest rival. The combination of one
man as the head of government, and the other as the head of state, suggested that many governing
challenges were likely to occur in the future.

On Aug. 3, 2006, President Yushchenko said he would support Yanukovych for the post of prime
minister. President Yushchenko made the announcement about his decision, explaining that,
"Whatever decision the president made, it would not have been accepted by part of the
population." Indeed, with Yanukovych winning the most parliamentary seats, a government
without him at the helm may well have spurred an outcry by a large segment of the public.

That said, it was also revealed that Yanukovych had agreed to sign a memorandum of national
unity on domestic and foreign policy that would, presumably, shape cohesive policies and preclude
conflicted governance. Without such an agreement it was difficult to see how Yushchencko, as the
head of state, and Yanukovych, as head of government, could possibly work together. Yushchenko
has been a champion of pro-Western policies, such as media freedom, market reforms, closer ties
with the European Union, and tackling corruption. By contrast, Yanukovych has typically been
associated with pro-Russian stances, and his support has been based in the industrial southeast
where people do not hold the pro-Western agenda in high regard.

In this way, a broad ruling coalition was formed in August 2006 consisting of the Regions Party,
the Socialists, the Communists, and Our Ukraine. All four coalition partners signed a national unity
pact aimed at resolving their differences, for the purpose of governing in unity, albeit with Regions
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Party leader, Yanukovych, at the helm. They agreed to hold talks on matters that divided them
ideologically, but under the aegis of the national unity pact.

By October 2006, five cabinet ministers from President Viktor Yushchenko's Our Ukraine
party submitted their resignations, saying that they had failed to work out ideological
differences ensconced in the broad governing alliance. The five cabinet ministers held the
respective portfolios for youth, health, justice, interior and culture. Three of the five resigning
ministers said during a press conference that they had tendered their resignations because of the
inability to comply with the unity pact that had been signed two months prior. They also noted
that the foreign and domestic policy objectives of President Yushchenko, which they shared, were
not compatible with those of the current head of government. Of particular note was a new stance
on NATO (discussed below) as well as differences over spending. Finally, Our Ukraine party
announced that it would stand as the opposition in parliament and would decline participation in
any negotiations aimed at forming a broad governing alliance. The remaining three parties --
Regions Party, Socialists and Communists -- remained in government.

As suggested above, one of the main reasons for the withdrawal of Our Ukraine from the broad
ruling coalition was the stance taken as regards NATO. Newly-elected Ukrainian Prime Minister
Viktor Yanukovych had announced in mid-September 2006 that his country was withdrawing its
bid to join the security force, NATO. The prime minister said the decision was being made due to
opposition by pro-Russian Ukrainians in eastern and southern part of the country. He said that
Ukraine would, however, not entirely move away from its Western orientation and intended to
build ties with the European Union. Until his announcement, Ukraine was set to join NATO in
2008.

Recent Developments

In late 2006, Prime Minister Yanukovych authorized a motion, which was earlier passed by the
parliament, to sack Foreign Minister Borys Tarasyuk. A month-long political conflict then ensued
while Tarasyuk challenged the parliamentary measure in court. Although he won the initial case,
an appeals court soon nullified the lower court's ruling and ordered a re-examination of the case.
Regardless of the legal wrangling, by the start of 2007, Tarasyuk decided to submit his resignation
to President Yushchenko, who accepted the outgoing foreign minister's decision saying that it was a
responsible move. The president also noted that Tarasyk's deputy, Volodymyr Ohryzko, would
taken on the role of Acting Foreign Minister.

The start of 2007 saw Ukraine embroiled in political conflict among competing factions. At issue
was Yushchenko's accusation that Yanukovych was co-opting political power by bringing deputies
into his pro-Russia parliamentary bloc.
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With the situation unresolved, in the first week of April 2007, President Yushchenko dissolved the
parliament and called for new parliamentary elections to be held on May 27, 2007. The president
made the announcement about the dissolution of parliament in a nationwide televised
address following consultations with the leadership of the parliament.

The process of parliamentary dissolution was somewhat marred when the Ukrainian parliament,
led by Prime Minister Viktor Yanukovich, attempted to prevent the press from publicly
publishing Yushchenko's decree, saying that it would only serve to exacerbate the already-deep
tensions plaguing the country. This move was of significance since parliamentary dissolution was
only effective if it was published in an official newspaper. Nevertheless, the decree went into
effect soon thereafter with its publication following a ruling by the constitutional court.

The political crisis in Ukraine, spurred by the dissolution of parliament and call for fresh elections
as discussed just above, turned more volatile by the second week of April 2007. Thousands of
people took to the streets of Kiev to rally and demonstrate either for or against the two rival
factions of President Yushchenko and Prime Minister Yanukovych.

Perhaps responding to the increasingly difficult political landscape, the president said that he was
willing to suspend his decree. At a press conference, Vitaly Hayduk, the security advisor to
Yushchenko, indicated that the president would also be willing to engage in negotiate over the date
for elections, rather than adhering to the imposed date of May 27, 2007. To this end, Hayduk
said, "The president does not rule out that the presidential decree can be suspended, not repealed
but suspended, thus giving a chance to come up with a timetable which would give political forces
a chance to get ready for the election process."

In early May 2007, amidst the ongoing political impasse in Ukraine, President Viktor
Yushchenko and Prime Minister Viktor Yanukovych agreed, in principle, to hold early elections.
As noted above, the president had earlier dissolved parliament and called for a snap election, which
was opposed by the prime minister. The situation evolved quickly into a political crisis in
Ukraine. President Yushchenko said that voters should go to the polls in May, however, when
thousands of people took to the streets to protest his decision, he relented and changed the date of
the election to June 24, 2007. That said, it was unknown if the new agreement between
Yushchenko and would adhere to that June date.

In late May 2007, President Viktor Yushchenko and Prime Minister Viktor Yanukovych set the
date of September 30, 2007, to hold early elections in Ukraine. The decision came after several
hours of talks between the two parties and was intended to bring an end to the country's continuing
political crisis. Important legislators, including Yulia Tymoshenko, were in attendance during the
talks.
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For his part, President Yushchenko deemed the political crisis to be over saying, "The political
crisis in Ukraine is finished. We have come to a decision that represents a compromise."
Suggesting an intention to move forward productively, Prime Minister Yanukovych said, "We will
do everything so that this is not repeated, so that there are no more mistakes, no more emotions."

Such positive intentions, while being a welcome change from the fractious political scene that
dominated Ukraine for several months, nevertheless left the ongoing power struggle between
Yushchenko and Yanukovych unresolved. Only days before the announcement, the two were
embroiled in a dispute over control of the Interior Ministry troops. Riot police were deployed
under orders of the Interior Ministry to the office of the prosecutor-general -- an ally of the prime
minister who had been sacked by the president. The president responded by saying that he would
be taking control of the interior ministry forces, and ordered some of them to the country's capital
of Kiev. However, those troops were turned back as a result of orders by forces loyal to the prime
minister.

In August 2007, in advance of forthcoming parliamentary elections in Ukraine, candidates
belonging to Yulia Tymoshenko's opposition bloc were reportedly barred from participation.
Tymoshenko said that the electoral commission refused to register her candidates because they did
not properly fill out their registration forms. Tymoshenko blasted the electoral commission for
being an extended wing of the office of the prime minister, and said that she would challenge the
ruling in court. For its part, the prime minister's office denied her accusations. Regardless, as one
of the key leaders in Ukraine's Orange Revolution in 2004 that brought President Yushchenko to
power, there were high expectations that Tymoshenko might return to the fore as prime minister if
pro-Western factions performed well and secured enough seats to form a coalition government.
Ultimately, her bloc was, in fact, able to participate in the elections.

Parliamentary Elections of 2007

September 30, 2007 saw Ukrainians go to the polls to vote in fresh parliamentary elections. It was
the third time in three years that Ukrainian voters cast their ballots in national polls. As discussed
above, the elections had been called to bring an end to the political impasse that gripped the
country because of a power struggle between pro-Russian President Viktor Yushchenko and pro-
Russian Prime Minister Viktor Yanukovych.

The main players in the election were President Yushchenko's bloc "Our Ukraine/People's Self
Defense," former Prime Minister Yulia Tymoshenko's bloc, and Prime Minister Yanukovych's
Regions Party.

With no single party expected to secure an outright victory, a coalition was expected to be formed.
Disagreements between Yushchenko and Tymoshenko, which resulted in the fall of Tymoshenko's
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government, were a thing of the past. The former "Orange Revolution" allied appeared willing to
put their differences aside for the sake of regaining control of the government. Meanwhile,
Yanukovych was hoping to hold on to his position as head of government.

Exit polls showed that Yanukovych had the plurality of the vote share with 35.5 percent, while
Tymoshenko's bloc was running in second place with 31.5 percent, and Yushchenko's bloc had
13.5 percent. The next day, as most of the votes were counted, it appeared that the exit polls
were in line with the actual results.

Results showed that the Regions Party had 33.37 percent, the Tymoshenko bloc had 30.71
percent, and Our Ukraine took 14.15 percent. The results for other parties included two
Yanukovych allies -- the Communist Party of Ukraine, which won 5.3 percent of votes, and with
the party of the former parliament speaker, Volodymyr Lytvyn's party, which won 4.0 percent. As
well, the Socialists secured 3.1 percent while others won 7.3 percent.

Together, the two pro-Western blocs could command a slim majority of seats in parliament, thus
placing them in a prime position to form a government, with Tymoshenko once again taking on
the role of prime minister. To that end, Tymoshenko said, "Everything will work out. In a matter
of weeks we will hold our first government news conference."

On the other side of the equation, however, Yanukovych pointed to the fact that he had taken the
most votes and refused to concede defeat. He said, "As winners of this election - and I am certain
we have won with a strong result - we have the right to form a coalition." His possible coalition
partners included allies such as the Communist Party of Ukraine Volodymyr Lytvyn's party, as
noted above. In fact, Yanukovych later claimed victory saying, "We have won and I am confident
that yet again we will be forming a government of people's trust, a government of national unity in
line with all international standards."

By October 1, 2007, with a political crisis looming over the election results, President Yushchenko
was calling for an investigation into the vote count. At issue were delays in the publication of
results in certain key areas, such as the south of the country where Yanukovych typically held
strong support. Allegation of vote rigging resulted in public demonstrations years earlier, ultimately
leading to the aforementioned "Orange Revolution." That said, the Organization for Security and
Cooperation had not issued any criticisms about the 2007 election and, instead, assessed the
electoral process to be free and the climate for voting to have been calm.

By the second week of October 2007, it was clear that Yanukovych and his allies were unlikely to
command enough seats to surpass the Orange bloc. Yuschenko thusly called on all parties to begin
discussions about forming a government. Indeed, the pro-Western bloc was thusly negotiating the
terms of a possible coalition government, with Tymoshenko as prime minister. Since Yanukovych
had won the largest single share of votes, there were suggestions that some cabinet posts might be
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filled by members of his Regions Party. However, the notion of a grand coalition government was
foreclosed by President Yushchenko who said, "I am not talking about a broad coalition. But I am
talking about dialogue between the three political forces, which will provide a spark to start
parliament sessions."

In November 2007, the Ukrainian government officially resigned, with Prime Minister Yanukovych
telling parliament, "I announce the renunciation of the powers of the Ukrainian government."
There was 30 day deadline by which a new government would have to be formed. Then by the
first week of December 2007, President Yushchenko nominated Yulia Tymoshenko as the new
prime minister. An official statement read, "The president has submitted Tymoshenko's
nomination to parliament for approval." A parliamentary vote was anticipated within days, in
accordance with parliamentary regulations. Should the vote go as anticipated, Tymoshenko would
return to the role of head of government, which she held for seven months in 2005, until her
dismissal as a result of power struggled with Yushchenko. In this way, the new government was
likely to be a return to the uneasy -- even unstable -- alliance that held sway two year prior.

Note: Arguably, the most popular politician in Ukraine, Tymoshenko has been expected to contest
the 2009 presidential election against Yushchenko.

Recent Developments

In March 2008, a Ukrainian court sentenced three former police officers to prison in the infamous
murder of outspoken journalist Georgiy Gongadze. The trial of Valeriy Kostenko, Mykola
Protasov and Oleksandr Popovych began in the capital city of Kiev in January 2006. More than
two years later, Protasov was sentenced to 13 years in jail, while Kostenko and Popovych were
sentenced to 12-year terms respectively. A fourth suspect, Oleksiy Pukach, was believed to have
fled the country.

Note: Gongadze operated a Ukrainian website, called "Pravda" (Truth) in which he expressed
views critical of the powerful elite, then under the control of the Kuchma regime. In September
2000, he disappeared. In mid-November of that same year, police found the decapitated body of a
male that was partially destroyed by acid. That body was later revealed to be Gongadze. His
murder gave rise to a political scandal and sparked widespread protests in Ukraine, since secret
recordings appeared to implicate former President Kuchma. The case of Gongadze's murder is
thus believed to have ultimately contributed to the ascendance of reformist forces. Those
reformist forces ultimately led to the Orange Revolution, which brought new Ukrainian leaders --
including President Viktor Yushchenko and Prime Minister Yulia Tymoshenko -- to power.

In other developments, NATO refrained from extending an accession invitation to Ukraine in April
2008, amidst Russian objections to such a move. NATO did not, however, foreclose the possibility
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of the country joining the bloc at some point in the future.

In September 2008, tensions between Ukrainian President Viktor Yushchenko and Prime Minister
Yulia Tymochenko, as well as their parties, were leading to the collapse of the ruling coalition.

Such a collapse augured the possibility of new elections. At issue was the introduction of new
laws by the pro-Russian opposition that Tymoshenko's party supported. Central to that issue was
the fact that both sides differed on the Russia-Georgia conflict with Yushchenko condemning
Russia's intervention and Tymochenko holding a more neutral position.

Yushchenko's supporters, however, decried the proposed laws and walked out of a cabinet
meeting in protest. That move was a harbinger for the withdrawal of Yushchenko's party from the
ruling alliance with the Yulia Timoshenko Bloc.

In a televised speech the president said, "A political and constitutional coup d'etat has started in the
parliament." He then hinted at the prospect of elections saying, "I will use my right to dissolve
parliament and decree early elections if a new coalition is not formed within 30 days." According
to Ukrainian law, parliament has 30 days to form a new coalition after one is dissolved, and
another 30 days to form a cabinet.

By mid-September 2008, Prime Minister Yulia Timoshenko was attempting to form a new political
coalition, thus averting the dissolution of parliament. To that end, if a new coalition with a
parliamentary majority could not be forged by October 16, 2008, then President Yushchenko
could conceivably dissolve parliament and call a snap election.

On October 8, 2008, President Viktor Yushchenko dissolved parliament, making way for
Ukrainians to go to the polls for the third time in less than three years. His decision came after it
was clear that a new ruling coalition was unlikely to be formed by the mid-October 2008 deadline.
In a recorded speech on national television, Yushchenko said, "In conformity with the constitution,
I am announcing the termination of the Supreme Rada's powers and the holding of parliamentary
elections." The date of the election was later announced as December 7, 2008.

Days later, Prime Minister Yulia Tymoshenko was moving to reverse President Yushchenko's
decision to call early parliamentary elections. Following a request by Tymoshenko, Kiev's District
Administrative Court suspended the president's election decree. Subsequently, election officials

from the Central Election Commission refused to commence election preparations. In response,

President Yushchenko appealed the suspension with the higher courts, essentially paving the way
for a legal battle that would have to be completed before Ukrainians could go to the polls.

Yushchenko's appeal was based on the assertion that he had fired the judge before he made the
ruling.

The legal issue aside, Tymoshenko was also making clear that Ukraine simply could not afford to
have another election amidst all the global economic turmoil. Indeed, the country was wracked
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by falling stock price shares on the stock market, high inflation rates and sizable bank
withdrawals amidst a climate of financial uncertainty.

By December 2008, the political deadlock in Ukraine came to an end, without Ukrainians having to
go to the polls again. Instead, a new governing coalition was formed between the parties of
Ukrainian President Viktor Yushchenko and Prime Minister Yulia Tymoshenko along with a
smaller party, led by the parliamentary speaker, Volodymyr Lytvyn. Together, they would hold
sway over 248 seats in the 450-member parliamentary body. Tymoshenko was expected to stay
on as the prime minister.

Special Entry:

Global credit crisis; effects felt in Europe
Summary:

A financial farrago, rooted in the credit crisis, became a global phenomenon by the start of
October 2008. In the United States, after failure of the passage of a controversial bailout plan in
the lower chamber of Congress, an amended piece of legislation finally passed through both houses
of Congress. There were hopes that its passage would calm jitters on Wall Street and restore
confidence in the country's financial regime. However, a volatile week on Wall Street followed,
most sharply characterized by a precipitous 18 percent drop of the Dow Jones. With the situation
requiring rapid and radical action, a new proposal for the government to bank stakes was gaining
steam. Meanwhile, across the Atlantic in Europe, with banks also in jeopardy of failing, and with
no coordinated efforts to stem the tide by varying countries of the European Union, there were
rising anxieties not only about the resolving the financial crisis, but also about the viability of the
European bloc. Nevertheless, European leaders were able to forge an agreement aimed at easing
the credit crunch in that region of the world. Following is an exploration, first, of the situation in
the United States, and, second, of the situation unfolding in Europe.

Report:

On Sept. 28, 2008, as the United States was reeling from the unfolding credit crisis, Europe's
banking sector was also hit by its own woes when the Dutch operations of the European banking
and insurance entity, Fortis, was partly nationalized in an effort to prevent its ultimate demise.
Radical action was spurred by anxieties that Fortis was too much of a banking and financial giant to
be allowed to fail. The Netherlands, Belgium and Luxembourg forged an agreement to contribute
more than 11 billion euros (approximately US$16 billion) to shore up Fortis, whose share price
fell precipitously due to worries about its bad debts.

A day later, the mortgage lender -- Bradford and Bingley -- in the United Kingdom was
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nationalized when the British government took control of the bank's mortgages and loans. Left
out of the nationalization scheme were the savings and branch operations, which were sold off to
Santander of Spain. Earlier, the struggling mortgage lender, Northern Rock, had itself been
nationalized. The head of the British Treasury, Alistair Darling, indicated that "big steps" that
would not normally be taken were in the offing, given the unprecedented nature of the credit crisis.

On the same day, financial woes came to a head in Iceland when the government was compelled
to seize control of the country's third-largest bank , Glitnir, due to financial problems and fears that
it would go insolvent. Iceland was said to be in serious financial trouble, given the fact that its
liabilities were in gross excess of the country's GDP. Further action was anticipated in Iceland, as a
result.

On Sept 30, 2008, another European bank -- Dexia -- was the victim of the intensifying global
banking and financial crisis. In order to keep Dexia afloat, the governments of France, Belgium,
and Luxembourg convened talks and agreed to contribute close to 6.5 billion euros (approximately
US$9 billion) to keep Dexia from suffering a demise.

Only days later, the aforementioned Fortis bank returned to the forefront of the discussion in
Europe. Belgian Prime Minister Yves Leterme said he was hoping to locate a new owner with the
aim of restoring confidence in Fortis, and thusly, preventing a further downturn in the markets.

Leterme said that the authorities were considering takeover bids for the Belgian operations of the
company (the Dutch operations were nationalized as noted above.)

By Sept. 5, 2008, one of Germany's biggest banks, Hypo Real Estate, was at risk of failing. In
response, German Chancellor Angela Merkel said she would exhaust all efforts to save the bank.
A rescue plan by the government and banking institutions was eventually agreed upon at a cost of
50 billion euros (approximately US$70 billion). This agreement involved a higher cost than was
previously discussed.

Meanwhile, as intimated above, Iceland was enduring further financial shocks to its entire banking
system. As such, the government of Iceland was involved in intense discussions aimed at saving
the country's financial regime, which were now at severe risk of collapse due to insolvency of the
country's commercial banks.

Meanwhile, on Sept. 4, 2008, the leaders of key European states -- United Kingdom, France,
Germany, and Italy -- met in the French capital city of Paris to discuss the financial farrago and to
consider possible action. The talks, which were hosted by French President Nicolas Sarkozy,
ended without consensus on what should be done to deal with the credit crisis, which was rapidly
becoming a global phenomenon. The only thing that the four European countries agreed upon was
that there would not be a grand rescue plan, akin to the type that was initiated in the United
States. As well, they jointly called for more greater regulation and a coordinated response. To
that latter end, President Nicolas Sarkozy said, "Each government will operate with its own
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methods and means, but in a coordinated manner."

This call came after Ireland took independent action to deal with the burgeoning financial crisis.
Notably, the Irish government decided days earlier to fully guarantee all deposits in the country's
major banks for a period of two years. The Greek government soon followed suit with a similar
action. These actions by Ireland and Greece raised the ire of other European countries, and
evoked questions of whether Ireland and Greece had violated any European Union charters. An
investigation by the European Union was pending into whether or not Ireland's guarantee of all
savings deposits was anti-competitive in nature.

Nevertheless, as anxieties about the safety of bank deposits rose across Europe, Ireland and
Greece saw an influx of new banking customers from across the continent, presumably seeking the
security of knowing their money would be safe amidst a financial meltdown. And even with
questions rising about the decisions of the Irish and Greek government, the government of
Germany decided to go down a similar path by guaranteeing all private bank accounts. For his part,
British Prime Minister Gordon Brown said that his government would increase the limit on
guaranteed bank deposits from £35,000 to £50,000.

In these various ways, it was clear that there was no concurrence among some of Europe's most
important economies. In fact, despite the meeting in France, which called for coordination among
the countries of the European bloc, there was no unified response to the global financial crisis.
Instead, that meeting laid bare the divisions within the countries of the European Union, and
called into question the very viability of the European bloc. Perhaps that question of viability
would be answered at a forthcoming G8 summit, as recommended by those participating in the
Paris talks.

A week later, another meeting of European leaders in Paris ended with concurrence that no large
institution would be allowed to fail. The meeting, which was attended by leaders of euro zone
countries, resulted in an agreement to guarantee loans between banks until the end of 2009, with
an eye on easing the credit crunch. The proposal, which would apply in 15 countries, also
included a plan for capital infusions by means of purchasing preference shares from banks.

The United Kingdom, which is outside the euro zone, had already announced a similar strategy.
Indeed, British Prime Minister Gordon Brown gained cachet for his steady handling of the
financial crisis. Brown said that his government had to be the "rock of stability" during the crisis
and explained that injections of capital by the British Treasury and the government takeover of
banks was "unprecedented but necessary."

French President Nicolas Sarkozy argued that these unprecedented measures were of vital
importance. The French leader said, "The crisis has over the past few days entered into a phase
that makes it intolerable to opt for procrastination and a go-it-alone approach." He also tried to
ease growing frustration that such measures would benefit the wealthy by explaining that the
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strategy would not constitute "a gift to banks."

In October 2008, Ukraine was set to receive $16.5 billion in assistance from the International
Monetary Fund (IMF). The funds were intended to help Ukraine restore confidence and maintain
economic and financial stability. At issue was this global financial crisis, stemming from the
aforementioned credit crunch, which was particularly hard felt in Ukraine. Indeed, Ukraine saw
its banks falter and credit being withdrawn, thus killing the property boom in the capital of Kiev. As
well, the stock markets, Ukrainian currency (the hryvnia), and price of Ukrainian steel fell
precipitously.

Note: See above for political implications of the financial situation in Ukraine as of late 2008.

Russia and Ukraine at odds over gas deal

In early 2009, Russia and Ukraine were at odds over a gas deal. At issue was Russia's refusal to
implement an agreement with Ukraine to resume the flow of gas to Europe.

Russian President Dmitri Medvedev accused Ukraine of adding a declaration to the text of the
agreement that contradicted Russia's position. The central issues in Ukraine's declaration related to
its gas debts to Russia and accusations that it has siphoned off gas intended for other European
customers. Meanwhile, there was no agreement about how much Ukraine should pay Russia for
gas, or, how much Russia should pay Ukraine for transporting gas to other European destinations.

The dispute left several countries in the region without gas, and with Russian energy company
Gazprom unwilling to restart gas supplies, even as wintry conditions prevailed in the region. As
such, the European Union intervened in an energetic shuttle diplomacy effort to resolve the
matter.

On January 12, 2009, it was announced that Russia would resume gas supplies to other European
countries via Ukraine. The announcement came as the EU was successfully able to broker an
agreement between Russia and Ukraine. Central to the agreement were new provisions for (1)
pricing for the purchase of Russian gas by Ukraine, and (2) the rate to be charged by Ukraine for
the transit of Russian gas. But by the third week of January 209 began, the EU warned that the
energy crisis would not be resolved unless the flow of gas actually resumed.

In the shadow of these developments has been the fact that while Ukrainian Prime Minister Yulia
Tymoshenko expects to sign the agreement, the support of Ukrainian President Viktor Yushchenko
remained a dubious matter.

Ukraine Review 2016 Page 41 of 493 pages



Ukraine

Recent Developments

Briefing on Ukraine's presidential election --

Pro-Russia Yanukovych claims victory over Prime Minister Tymoshenko in close presidential vote
Summary:

The first round of Ukraine's presidential election on Jan. 17, 2010, ended with incumbent pro-
Western President Viktor Yushchenko shut out of the second round, set for Feb. 7, 2010. On that
day, pro-Russia opposition leader Viktor Yanukovych -- Yushchenko's 2004 rival -- was seeking
victory over Prime Minister Yulia Tymoshenko, Yushchenko's one-time ally in the "Orange
Revolution" with whom he had more recently become embroiled in a power struggle. Exit polls
and preliminary results indicated Yanukovych was headed for a narrow election victory and on
track to become Ukraine's new president. Tymoshenko was expected to challenge the result, given
the closeness of the race.

Background:

In April 2009, the Ukrainian parliament voted to hold a presidential election on Oct. 25, 2009. The
establishment of a clear date for the presidential race brought an end to a period of political
uncertainty over the timing of the election for the position of head of state. But that date did not
stand for long with a new date set for Ukraine's presidential election on Jan. 17, 2010.

By October 2009, ahead of the election, Viktor Yushchenko's popular support had collapsed into
the single-digit range and he was not expected to win re-election. This left the two main
contenders in the presidential race to be Viktor Yanukovych, the incumbent president's rival in
2004, and Prime Minister Yulia Tymoshenko. Yanukovych seemed to be leading Tymoshenko but
without an outright majority. Accordingly, analysts predicted they would be the two top vote-
getters and would contest the election again in a runoff vote after the first round was completed.
It was hoped that the impending presidential vote would bring an end to the power struggle that has
marked the political landscape in recent times, effectively complicating any significant policy-
making in Ukraine -- a country hard-hit by the 2008 global financial crisis and corresponding
economic downturn.

Briefing on first round of Ukraine's presidential election --

In January 2010, ahead of election day, there were suggestions that pro-Russia Yanukovych could
return to power, with a Kiev International Institute of Sociology poll showing that Yanukovych
would garner 30 percent of the vote in the first round and 43 percent in the second round. His
closest competitor, Tymoshenko, would get 16 percent in the first round and 29 percent in a run-
off. Of course, in keeping with common sentiment, incumbent Yushchenko would carry less than
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10 percent and be denied the second round.

In fact, the results in the January elections were in keeping with poll predictions with Yushchenko
eliminated thanks to only five percent of the vote share, and with Yanukovych and Tymoshenko
headed for a run-off election on Feb. 7, 2010, to decide which one would become president.
According to the exit polls, Yanukovych was in the lead with more than 31 percent of the vote. In
actual votes, with 75 percent of the ballots counted, Yanukovych was carrying about 36 percent.
However, Tymoshenko appeared to have enjoyed a better-than-expected election performance
with more than 27 percent in the exit polls and 25 percent in the partial vote count. The result was
a warning for Yanukovych that ultimate victory in the second round - where the presidential race
was headed - was not at all guaranteed.

Perhaps sensing that she had a serious chance to win the top spot in Ukraine, Tymoshenko said the
exit poll results showed that most Ukrainians wanted to be part of a free, democratic country - an
apparent suggestion that Ukraine under Yanukovych would not offer such an end, and that the
"Orange" pro-democracy movement was still very much alive. Indeed, she seemed to be appealing
to pro-democracy constituents for a consolidated vote in the run-off saying, "The democratic
forces will be united. We will do everything so that in the future they will act in a single and
powerful force to move the country toward European civilization."

For his part, Yanukovych maintained that he would win the presidency. With his base of voters
coming from the industrial, largely Russian-speaking eastern part of the country, Yanukovych
conjured up the issue that he knew would resonate well with his constituents. He promised that, as
president, he would ensure that Ukraine did not join NATO. He said, "The Ukrainian state will
remain outside any bloc. Ukraine will never join any military alliance. That's the view of the
Ukrainian people, it must be respected and taken into account."

It was not known how the outcome of the second round would affect Ukraine's position in the
world. Unlike Yushchenko, who stated that his main goal was getting Ukraine into the European
Union and NATO. That being said, Yanukovych's election speeches dealing with foreign policy
were more marked generally by moderation and a refusal to become ensconced in the dichotomy
of the West vis a vis Russia. Instead, Yanukovych had advocated that Ukraine improve ties with
its many neighbors.

For her part, Tymoshenko herself has also called for improved ties with neighboring countries
including Russia, despite Yanukovych's depiction as being the pro-Russia candidate. She has,
however, stopped short of the more emphatic pronouncements by Yanukovych.

In many senses, this nuanced positioning may have potentially positioned Tymoshenko in a more
advantageous place to gather crossover votes in the second round since she has not repelled the
pro-Russian types, but she has also been a fervent pro-democracy voice. Meanwhile, Yanukovych
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would likely garner the cross-over votes from some of the smaller socialist and communist parties,
and would not be regarded as an attractive choice among the pro-democracy and pro-Western
factions. Still, it was Yanukovych who was going into the Feb. 7, 2010, second round with the
vote count advantage from the first round.

Results of the second round of Ukraine's presidential election --

On Feb. 7, 2010, exit polls in Ukraine indicated that pro-Russia Viktor Yanukovych was on track
to capture a narrow election victory. The exit poll data appeared to forecast Yanukovych with a
lead of several percentage points over Prime Minister Yulia Tymoshenko. The National Exit Poll
gave Yanukovych 48.7 percent of the vote over Tymoshenko with 45.5 percent. An ICTV exit
poll showed Yanukovych securing a larger lead of 49.8 percent over Tymoshenko with 45.2
percent. Partial results appeared to coincide with a Yanukovych lead of about four percent, but
by the time most of th votes were counted, his lead had dropped to just under three percent.
Nevertheless, Yanukovych was headed for a narrow election victory and was on track to become
Ukraine's new president. Tymoshenko was expected to challenge the result, given the closeness of
the race

With an eye on seizing legitimacy as the new Ukraianian president, Yanukovych declared early
victory saying, "From this day, a new path opens up for Ukraine," and pledging to "take the
country down the path of change." Yanukovych also called on Tymoshenko to accept the results of
the election. In a report by Interfax, Yanukovych said, "I think Yulia Tymoshenko should prepare
to resign, she understands that well."

For her part, the prime minister refused to concede defeat, noting that "It is too soon to draw any
conclusions." Instead, as reported by Reuters, Tymoshenko was marshaling her supporters to
carry out a "parallel count" and calling on her team to "fight for every result, every document,
every vote." Indeed, Tymoshenko, was unlikely to yield easily. Known for following her
independent inclinations, Tymoshencko has enjoyed populist appeal both at home and abroad for
her pro-democratic inclinations during the first rigged election of 2004, which itself prompted the
"Orange Revolution," as well as her willingness to challenge Yanukovych in more recent times.

Of course, on the other side of the equation, Yanukovych who came so close to gaining the
presidency in 2004 was hungry for the victory that was finally so close to his grasp. Yanukovych's
standing was helped by the fact that he was declared the winner by a margin of 3.48 percent. The
Central Elections Commission announced on February 10, 2010 that Yanukovych had garnered
48.95 percent of the ballots while Tymoshenko acquired 45.47 percent.

Given this result -- the prospect of electoral challenges notwithstanding -- Yanukovych asserted via
his Party of Regions website: "I call on the prime minister to resign and go into opposition." He
continued, "I want to remind Mrs Tymoshenko that the basis of democracy is the will of the
people. Democratic leaders always accept the results of the elections. The country does not need a
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new crisis,"

But Tymoshenko had not issued a statement in days, effectively leaving a cloud of confusion
surrounding her stance on the election result, the likelihood of electoral challenges, or her position
as head of government. Her party, however, indicated in a report by Interfax that they would
contest the result. Subsequently, Tymoshenko herself promised to challenge the result in court.
Tymoshenko alleged widespread fraud and accused Yanukovych of not being legitimately elected
to the presidency. In a televised broadcast, she said, "I want to clearly state: Yanukovych is not our
president." She went on to note, "I have taken the only possible decision: to challenge the results
of the election in court."

Of note was the fact that the Parliamentary Assembly of the Council of Europe, which deployed
an election observation mission, seemed to dismiss allegations of vote fraud. Matyas Eorsi, the
head of the Parliamentary Assembly of the Council of Europe, characterized the election as
"calm" and "professional" and noted that there was no sign of voting irregularities. Other
international election monitors said that the election was free of fraudulence and showed Ukraine's
democratic progress.

Ukraine's Central Election Commission officially confirmed Yanukovych as the election winner
as president-elect on February 14, 2010. This result was suspended two days later by a
Ukrainian court as Tymoshenko carried out a legal challenge. The court, however, noted that
while its ruling would determine whether to nullify the election results, it had no bearing on
whether or not the inauguration of Yanukovych on February 25, 2010 would go forward.

By the third week of February 2010, Tymoshenko withdrew her legal challenge, saying that the
court was not interested in justice and charging that the court proceedings exhibited a bias against
her. She said, "Given that the court is refusing to establish the truth in essence, I withdrew my
lawsuit at today's morning sitting of the Supreme Administrative Court and asked the court to stop
this show, which bears no resemblance to justice."

While the move ensured that Yanukovych would become the new president of Ukraine, it also set
up a high stakes political power struggle. At issue was the fact that Yanukovych was eager for
Tymoshenko to step down as prime minister, noting that he would not be able to work with her in
the executive branch of government, and that the country risked remaining in a state of political
stalemate. Yanukovych expressed the view that Tymoshenko was better suited to be leader of the
parliamentary opposition. However, Tymoshenko was in no hurry to resign from her position as
head of government. Indeed, it would likely be the job of parliament to form a new coalition
government, and potentially, vote Tymoshenko out of her post.

Ukraine's Central Election Commission officially confirmed Yanukovych as the election winner as
president-elect on Feb. 14, 2010. This result was suspended two days later by a Ukrainian court
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as Tymoshenko carried out a legal challenge. The court, however, noted that while its ruling
would determine whether to nullify the election results, it had no bearing on whether or not the
inauguration of Yanukovych on Feb. 25, 2010 would go forward.

Regardless, by the third week of February 2010, Tymoshenko withdrew her legal challenge,
saying that the court was not interested in justice and charging that the court proceedings exhibited
a bias against her. She said, "Given that the court is refusing to establish the truth in essence, |
withdrew my lawsuit at today's morning sitting of the Supreme Administrative Court and asked the
court to stop this show, which bears no resemblance to justice." While the move ensured that
Yanukovych would become the new president of Ukraine, it also set up a high stakes political
power struggle. At issue was the fact that Yanukovych was eager for Tymoshenko to step down
as prime minister, noting that he would not be able to work with her in the executive branch of
government, and that the country risked remaining in a state of political stalemate. Yanukovych
expressed the view that Tymoshenko was better suited to be leader of the parliamentary
opposition. For her part, however, Tymoshenko was in no hurry to resign from her position as
head of government.

On Feb. 25, 2010, Victor Yanukovych was officially inaugurated into office as the new president of
Ukraine. He thusly became the fourth head of state of that country since gaining independence
from the former Soviet Union. Several international dignitaries were present for the occasion
including the leaders of Poland, Armenia, Hungary, Latvia and Lithuania.

In his inaugural address, President Yanukovych said, "A new period of our new history is
beginning. The country is in a difficult situation." He also indicated a pragmatic foreign policy
engaged with the European Union (EU), Russia and the United States, for the benefit of the
country. The new president said, "Ukraine will choose such a foreign policy that will allow the
state to get the maximum results from the development of equal and mutually advantageous
relations with Russia, the European Union, the United States and other governments."

Post-inauguration developments --

A week after the presidential inauguration of Yanukovuch, Ukraine's parliament passed a motion
of no-confidence in Prime Minister Yulia Tymoshenko's government. As a result Tymoshenko and
her cabinet were forced to resign from office, setting the stage for President Yanukovych to form a
new coalition in parliament, and thusly, a new government. Failure to successfully do so within 30
days would trigger snap parliamentary elections. Despite her earlier reluctance to step away from
the position of head of government, Tymoshenko was now making clear that a no-confidence vote
would be an end to her government in any capacity. She said before the vote, "If the dismissal of
the government is passed today, at that very same moment our government will leave the cabinet.
Our political force will cross into the opposition." She continued by explaining that her new role as
such, "We will protect Ukraine from this new calamity that has befallen her."
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By March 11, 2010, President Yanukovych announced the formation of a new ruling coalition.
Included in the alliance were Yanukovych's Party of Regions, the Communist Party, and the
Lytvyn bloc. Together, they would have control over 235 seats in the 450-member parliament.
One of the new president's first actions was to name a new head of government. To that end,
President Yanukovych named a stalwart, Mykola Azarov, as the prime minister.

In another significant move, the new president issued a sign of things to come when his security
adviser, Dmitry Vydrin, said that Kiev's new foreign policy would be marked by pragmatism.
While the previous President Yushchenko's orientation was welcomed by the West, it also alienated
the Russian population at home. President Yanukovych has been often described as pro-Russian
in orientation, however, his foreign policy was being touted as one that would not be automatically
anti-Western. In fact. Vydrin emphasized the new vision of Ukraine acting as a bridge between the
East and the West.

Commentary:

Viktor Yanukovych pulled off a significant political revival, five years after being denied the
presidency as a result of the bloodless "Orange Revolution" that swept Viktor Yushchenko to
power. Indeed, his victory was regarded as a clear repudiation of the success of the "Orange
Revolution," if not its actual objectives. To that end, survey data has indicated that while most
Ukrainians support the political and economic objectives of the 2004 "Orange Revolution," they
have become increasingly cynical about the country's leaders to actually deliver on their promises.

This political climate aside, victory by Yanukovych heralded a more eastern bent in the realm of
foreign policy, marked by strengthened ties between Kiev and Moscow. Perhaps of equal -- and
more immediate -- importance would be the ultimate election winner's handling of the economy.
The country was particularly hard-hit by the 2008 global financial crisis, as evidenced by
currency's crash, the concomitant dissolution of Ukrainians' savings, as well as the fact that the
gross domestic product (GDP) fell by close to 15 percent in 2009. Despite a bailout by the
International Monetary Fund, experts from the World Bank have warned that Ukraine will see very
limited growth in 2010. Clearly, this economic terrain was fraught with a plethora of challenges.

2010 -2011 Update --

On June 3, 2010, Ukraine's parliament passed legislation officially establishing the country's non-
aligned status. The legislation also included a provision formally dropping Ukraine's bid to join
NATO. The bill passed comfortably in the legislative chamber with 253 members voting in favor
of ratification. These moves significantly reversed Ukraine's westward drift of recent years, and
appeared to be a hallmark achievement of President Viktor Yanukovych, who came to power
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three month earlier promising to modify the country's foreign policy orientation. In this regard,
President Yanukovych could claim success in obliterating the stamp of his predecessor, former
President Viktor Yushchenko, who had passionately championed Ukraine's membership in NATO.
Of course, moving Ukraine within the non-aligned bloc of nation states marked an even more
dramatic shift and quickly garnered criticism from political opponents. That being said, President
Yanukovych made it clear that Ukraine would instead pursue the path of regional integration in
another way -- accession to the European Union. To that end, the legislation included a third
provision calling for Ukraine's integration "into European political, economic, and legal space with
the aim of securing membership of the European Union."

Former Prime Minister Yulia Tymoshenko of Ukraine was facing investigation in mid-December
2010 regarding allegations of misuse of public funds. Specifically, Tymoshenko was accused of
illegally diverting funds intended for environmental projects into pension funds. Several members
of Tymoshenko's former cabinet were also facing allegations of abuse of power. Now acting as
opposition leader, Tymoshenko has been instructed by Ukrainian authorities not to leave the capital
city of Kiev. For her part, the former head of government said that the inquiry was politically
motivated. In a statement, Tymoshenko noted: "The authorities continue to systematically terrorize
the opposition without any respect for the law or constitution." She continued, "An expert needs
one minute to see that there was no transfer of environmental funds. Pensions were paid, but not
with environmental funds." Nevertheless, by Dec. 20, 2010, a court in Kiev had charged
Tymoshenko with misusing public funds.

On Feb. 1, 2011, Ukraine's parliament voted in favor of lengthening its term from four years to
five years. The change, which required minimum of 300 votes, was approved by 310 lawmakers
in the 450-seat assembly. According to the new terms of government, the next parliamentary
elections in the country would be held on Oct. 28, 2012. The elections date was determined
following negotiations between former President Viktor Yushchenko, President Viktor
Yanukovych, and the Chairman of the Parliament Oleksandr Moroz in an attempt to resolve a
political crisis in the country triggered by the presidential decree on dissolution of the parliament.

Earlier, the Ukrainian Constitutional Court strengthened the presidency, effectively restoring certain
powers afforded to former President Leonid Kuchma, which would now be enjoyed by President
Yanukovych.

In March 2011, Ukrainian authorities opened a criminal investigation into former President Leonid
Kuchma over the infamous murder of a well known and outspoken journalist -- Georgiy
Gongadze -- in 2000. In March 2008, a Ukrainian court sentenced three former police officers to
prison in the murder of Gongadze. A fourth suspect, Oleksiy Pukach, was believed to have fled
the country. Now, three years later, attention was focused on former President Kuchma and his
involvement in Gonadze's murder. A series of secret recordings had emerged years earlier and
appeared to indicate that the former president may have been involved in orchestrating the
journalist's death. Since that time, there have been some doubts cast on the authenticity of the
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recordings with Kuchma's voice stating that Gongadze should be "kidnapped by Chechens."
Nevertheless, in 2011, Ukrainian prosecutors were following this track and accusing Kuchma of
abuse of power and giving the orders to the interior ministry to carry out the killing of Gongadze.
For his part, former President Kuchma has denied any culpability but Ukrainian authorities banned
the former Ukrainian president from leaving the country.

Note: Georgiy Gongadze operated a Ukrainian website, called "Pravda" (Truth) in which he
expressed views critical of the powerful elite, then under the control of the Kuchma regime. He
also exposed corruption at high levels of the Kuchma administration. In September 2000, he
disappeared under suspicious circumstances. In mid-November of that same year, police found the
decapitated body of a male that was partially destroyed by acid. That body was later revealed to
be Gongadze. His murder gave rise to a political scandal and sparked widespread protests in
Ukraine, since secret recordings appeared to implicate former President Kuchma. The case of
Gongadze's murder is thus believed to have ultimately contributed to the ascendance of reformist
forces. Those reformist forces ultimately led to the Orange Revolution, which brought new
Ukrainian leaders -- including former President Viktor Yushchenko and former Prime Minister
Yulia Tymoshenko -- to power.

The Case Againts Tymoshenko

In June 2011, a Ukrainian court ruled that former Prime Minister Yulia Tymoshenko would have to
stand trial on charges of abuse of power. The former Ukrainian head of government would face
up to seven years in jail, if convicted of the charges. At issue were allegations that Tymoshenko
forced the former head of the state energy firm, Naftogaz, to sign a gas deal with Russia's
Gazprom, without consulting her government.

Then, in July 2011, Ukraine's state security service announced it was commencing a criminal case
against Tymoshenko involving the affairs of an energy company, United Energy Systems, which
was once administered by the former head of government. Tymoshenko's tenure at that company
contributed to her nickname, "Gas Princess." At issue was the state's contention that United
Energy Systems of Ukraine, which once imported Russian gas for resale in Ukraine, had tried to
steal $405 million from the state budget. The state also accused along several former government
officials of being involved in these activities. Tymoshenko was additionally accused of abuse of
power over a case involving misuse of public funds. Specifically, Tymoshenko was accused of
illegally diverting funds intended for environmental projects into pension funds.

For her part, Tymoshenko denied the charges, saying, "I did not break the law so where is the
basis for the seven-to-ten year sentence which our 'bought' state prosecutor wants pronounced
against me?" Nevertheless, as the middle of the year 2011 approached, the former Ukrainian head
of government was headed to court to face trial. Tymoshenko has maintained that the charges
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against her have been politically-motivated by the pro-Russian leadership of President
Yanukovych, saying, "The aim of this trial is the liquidation of a working opposition in Ukraine."

On the other side of the equation, President Yanukovych has insisted there was no political
motivation involved in the plethora of legal woes facing Tymoshenko, his main political rival,
saying that his government was simply fighting corruption. That being said, the Yanukovych
presidency has seen Tymoshenko and several members of her former cabinet face prosecution for
alleged offences.

By the start of August 2011, a judge in Ukraine ordered Tymoshenko to be taken into custody
during her trial on charges of abuse of office. Until this ruling, the former prime minister and
opposition leader had been compelled to remain in the capital city of Kiev, pending trial, but was
not subject to detention. Clearly, that situation was now changed. The judge noted in the judgment
that Tymoshenko repeatedly violated court proceedings with disruptive behavior. Notably, she
often refused to stand while addressing the judge, as required by court rules, and was reported to
have flung insulting remarks at the judge, often criticizing his lack of objectivity. As Tymoshenko
was led by police out of court, her supporters screamed "Shame!" There were also reports of
unrest in Ukraine as Tymoshenko stalwarts took to the streets to express their outrage over her
arrest. Indeed, these reports became regularized fare as a daily routine evolved: Pro-Tymoshenko
supporters were taking to the streets of Kiev to show their support for the former prime minister,
who was now in police custody.

Although she remained in custody, Tymoshenko's trial went into hiatus for a few weeks in mid-
September 2011. On Sept. 27, 2011, as the trial of former Ukrainian Prime Minister Tymoshenko
resumed, Ukrainian prosecutors urged that she be jailed for seven years. Once again,
Tymoshenko disparaged the charges against her, along with the trial, as an "absurd show." Her
stance was supported by global powers such as the European Union and the United States who
were expressing concern over the legitimacy and validity of the trial. Association talks between
the European Union and Ukraine were at risk due to these prevailing concerns over the trial of
Tymoshenko. That being said, Tymoshenko's case was not helped by damaging testimony against
her by one-time ally, former President Viktor Yushchenko.

Note that on Oct. 11, 2011, former President Tymoshenko was sentenced to seven years in jail
after a judge ruled that the former Ukrainian head of government had "used her powers for
criminal ends" by compelling Naftogaz to sign on to the deal with Gazprom. Several Western
powers, including the United States and the European Union, closed ranks with Russia in
condemning the ruling and associated prison sentence for Tymoshenko. They accused Ukrainian
authorities of acting in a "politically motivated" manner and demanding her release. Meanwhile, as
Tymoshenko was led from court, she vowed to continue her fight, and as before, her supporters
raged outside, screaming, "Shame! Shame! Shame."

Perhaps due to outrage in Ukraine over the sentencing of Tymoshenko, a week later, opposition
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leader Oleksandr Turchynov, of the All-Ukrainian Union "Fatherland," said he was introducing a
draft resolution to dissolve the Ukrainian parliament. Turchynov said the Ukrainian people did not
need a parliament that does the bidding of the president and "panders to political persecution."

On Dec. 23, 2011, Tymoshenko lost her appeal against her abuse of power sentence. A week
later, she was was transferred to the Kachanivska penal colony in Kharkiv to serve out her
sentence. Tymoshenko subsequently issued a complaint against her verdict at the European
Court of Human Rights. By January 2012, Yulia Tymoshenko's husband, Oleksandr
Tymoshenko, was granted asylum in the Czech Republic.

In March 2012, the daughter of the imprisoned former Ukrainian Prime Minister Yulia
Tymoshenko said that she suspected her mother was being poisoned in a Ukraine prison. Eugenia
Carr said that Tymoshenko was suffering from a range of odd symptoms including bruises,
dizziness, and neurological spinal pain. As well, she said that Tymoshenko was unable to walk less
than 600 yards to the visitors area at the Kachanivska penal colony in Kharkiv where she was
serving her seven year sentence on abuse of power charges.

Carr said, "Most probably, my mother was poisoned, or this [poisoning] keeps going on on a daily
basis ... They are trying to destroy her as a politician, to destroy her health and probably to kill her
slowly without anybody knowing." As shocking as Carr's claims may be, judges in Ukraine did
little to alleviate suspicion when they refused an independent toxicology report on Tymoshenko's
health.

Desperate to bring attention to her mother's plight, Carr met with German Chancellor Angela
Merkel to see if international pressure might yield results. "Chancellor Merkel, whom I met
personally yesterday, promised not to leave [Tymoshenko] in trouble ... She asked me to give her
warmest regards to my mother and to say she is not going to forget her, that she is going to
continue to fight for her and to do all she can to stop what is going on in Ukraine," Carr said.

At the end of April 2012, a Ukrainian court moved to delay the tax evasion trial of former Prime
Minister Yulia Tymoshenko due to concerns over her deteriorating health. Prosecutors expressed
support for the court's decision to delay the trial for the former head of government, who was
already jailed for a separate corruption case. Indeed, Tymoshenko, who was on a hunger strike,
was reported to be suffering from a range of medical issues, ranging from bruising to severe back
pain and an inability to walk.

Complicating the situation was the fact that Tymoshenko said that she had been beaten
unconscious in prison the previous week. While prosecutors said there was no evidence to support
her claims, this was not the first time that accusations of abuse had emerged. A month earlier in
March 2012, the daughter of the imprisoned former prime minister said that she suspected her
mother was being poisoned in prison, as noted above. As shocking as Carr's claims were, judges
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at the time did little to alleviate suspicion when they refused an independent toxicology report on
Tymoshenko's health.

Perhaps international pressure yielded some results since in April 2012, Ukrainian authorities
relented and allowed for Tymoshenko to receive some medical treatment and diagnosis. While she
refused medical attention from Ukrainian sources -- presumably due to prevailing suspicions that
she was being poisoned, doctors from a German clinic, Charite, examined Tymoshenko and
diagnosed her with "an acute form of herniation of intervertebral disks." Neverttheless, it should
be noted that a high court in Kiev rejected an appeal filed by Tymoshenko's defense team later in
the year 2012.

Editor's Note:

Yulia Tymoshenko served as Ukraine's prime minister from December 2007 to March 2010. Once
a heroine in Ukraine's reformist and pro-democracy "Orange Revolution" that brought President
Viktor Yushchenko to power after contested elections and ensuing mass action, the Tymoshenko-
Yushchenko alliance fell apart. With Yushchenko unlikely to win re-election in the 2010 elections
due to the public's disillusionment with the achievement of the reform agenda, Tymoshenko
thought she might try to contest the presidential contest. Tymoshenko's defeat against pro-Russian
Viktor Yanukovych in that election was only the start of her political woes. Soon, she was
embroiled in the aforementioned abuse of power case involving the 2009 signing of Russian gas
contracts. In 2012, Tymoshenko was sentenced to seven years in prison to be served at the
Kachanivska penal colony in Kharkiv. Her husband, Oleksandr Tymoshenko, fled the country
and was granted asylum in the Czech Republic. Most of the countries of the West, including the
countries of the European Union and the United States, along with human rights groups, regard the
abuse of power case against Tymoshenko to be politically-motivated, and they view her conviction
as a miscarriage of justice.

Other Developments

In February 2012, Ukraine was at the center of regional relations and international intrigue when

Ukrainian authorities in the port city of Odessa said that they foiled an assassination plot against
Russian Prime Minister Vladimir Putin. According to the Russian news agency, Ria Novosti, two
suspects admitted their involvement in an assassination plot that targeted Putin. One suspect, Ilya
Pyanzin, claimed that he had been hired by Chechen militant leader, Doku Umarov, and tasked
with killing Putin. A second suspect, Adam Osmayev, was identified as being on an international
wanted list since 2007. It should be noted that a third suspect, Ruslan Madayev, died in an
explosion in Odessa that appeared to have sparked the discovery of the assassination conspiracy.

That conspiracy supposedly involved a plan to plant mines on Kutuzovsky Avenue in Moscow,
which has been regularly traversed by Putin. Details of the plan were reportedly discovered on
laptops seized at the Odessa apartment where the aforementioned explosion occurred.
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On April 27, 2012, there was a series of bomb explosions in the Ukrainian city of Dnepropetrovsk,
which left close to 30 people dead. According to RIA Novosti, the bombs were hidden in garbage
bins and targeted a tram stop, a theater, and a railway station. While Ukraine has no recent
history of terrorism, authorities in that country were investigating the attacks as such. Addressing
the country, Ukrainian President Viktor Yanukovych said: "We understand that this is yet another
challenge for us, for the entire nation, Ukrainian President Viktor Yanukovych said.

Primer on Parliamentary Elections in Ukraine

Parliamentary elections were set to be held in Ukraine on Oct. 28, 2012. At stake would be the
composition of the unicameral "Verkhovna Rada" or Supreme Council. In that body, 450 seats are
allocated on a proportional basis to those parties that gain three percent or more of the national
electoral vote; members serve five-year terms.

It should be noted that on Feb. 1, 2011, Ukraine's parliament voted in favor of lengthening its term
from four years to five years. The change, which required a minimum of 300 votes, was
approved by 310 lawmakers. According to the new terms of government, the next parliamentary
elections in the country would be held on Oct. 28, 2012, as noted here. The elections date was
determined following negotiations between former President Viktor Yushchenko, President Viktor
Yanukovych, and the Chairman of the Parliament Oleksandr Moroz in an attempt to resolve a
political crisis in the country triggered by a presidential decree on dissolution of the parliament.

The last elections were held in 2007. In those elections, the Regions Party won 32.8 percent; the
Tymoshenko bloc garnered 31.7 percent; Our Ukraine acquired 14.8 percent; the Communist
Party of Ukraine secured 5.3 percent; Volodymyr Lytvyn's party took four percent; the Socialists
had 3.1 percent; and 7.3 percent went to others. In 2012, President Viktor Yanukovich's Regions
Party was looking towards domination in the legislative branch of government, where they were
unable to secure an outright majority following the 2007 polls. The party of former President
Viktor Yushchenko was hoping for a political resurgence after the former president's poor
performance in the 2010 presidential election, which saw him shut out of the second round of
voting. Meanwhile, with former Prime Minister Yulia Tymosheko now in jail, it was yet to be seen
how her support base would cast their ballots in these 2012 polls.

For her part, in early September 2012, more than a month ahead of election day, Tymoshenko
spoke of the impending vote and warned that both the electoral system in Ukraine and the
mainstream media were under control of the president. In an interview with Polish Newsweek
from prison, Tymoshenko said that her opposition All-Ukrainian Union "Fatherland" party was in
an impossible fight with the ruling regime of Viktor Yanukovych as a result of these institutional
challenges. Tymoshenko said: "The courts, the Central Election Commission, the district electoral
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commissions, the mainstream media are controlled by the regime. There has never been such
fraud in Ukraine." Still, she said that her opposition movement would do its part to stand up to the
pro-Yanukovych faction, regardless of the difficulty of the task at hand. Meanwhile, it should be
noted that a high court in Kiev rejected an appeal filed by Tymoshenko's defense team.

Note: Election results were emerging at the time of writing. The Party of Regions -- led by
President Yanukovych -- was claiming victory and declaring that the election result was a
ratification of Yanukovych's leadership. In a news conference, Prime Minister Mykola Azarov
said, "These elections signal confidence in the president's policies." Exit polls did, indeed, suggest
that the Party of Regions won the most votes however, opposition parties also saw unexpected
gains. On the basis of party-list voting alone, the Party of the Regions was on track to secure
about 28 percent of the vote share while Tymoshenko's United Opposition Fatherland bloc was
likely to garner close to 25 percent. The far-right Freedom party as well as the Communists were
carrying about 12.5 percent respectively. Meanwhile, in a surprise development, the Udar party of
former boxing champion, Vitali Klitschko, whose campaign priority was anti-corruption, was likely
to acquire as much as 15.5 percent of the vote share.

Note that international observers criticized Ukraine's elections, saying it was a democratic reversal
of sorts, marked by "the abuse of power and the excessive role of money."

Post-Election Developments

On Dec. 3, 2012, Prime Minister Mykola Azarov of Ukraine resigned from office amidst talks
with the International Monetary Fund (IMF). Azarov's resignation was accepted by President
Viktor Yanukovych, even with the challenges of the IMF negotiations at stake. Azarov's
resignation came in the aftermath of the October parliamentary elections in which the ruling Party
of Regions saw ratification at the polls.

But celebration did not last long for Azarov who was soon embroiled in difficult negotiations with
the IMF, with an eye on financial assistance for Ukraine's struggling economy. The IMF approved
a $12.5 billion payment in 2008 under a two-year deal that was extended in 2010 and increased to
$15 billion. That program was set to expire at the end of 2012 and thus required extension. But
Azarov repeated promises not to raise the prices of household gas and heating energy was not well-
received by the IMF, creating tensions between the two sides. Accordingly, the chances that
Azarov would be re-elected as head of government in the new parliament were diminishing, even
though the ruling party would continue to hold sway in that incoming legislative body.

That being said, on Dec. 12, 2012, Ukraine's parliament approved Azarov to be prime minister
once again, irrespective of passionate -- even rowdy and rambunctious -- protests from the
opposition in the legislative chamber. Indeed, Azarov secured 252 votes in the 450-seat chamber,
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but only amidst repeated physical brawls in parliament, known as the Verkhkovna Rada.

Update on Legal Woes of former Prime Minister Tymoshenko

On Jan. 18, 2013, former Prime Minister Yulia Tymoshenko of Ukraine was charged with murder
for her alleged role in the 1996 death of Yevhen Shcherban, a well known member of parliament
lawmaker and business leader. Shcherban was shot to death at an airport in 1996. In 2002, eight
individuals were arrested for the assassination, and all were later found guilty. Now, more than ten
years later in 2013, two former prime ministers were being implicated in the murder of Shcherban.
Indeed, Ukrainian prosecutorial authorities were suggesting that Tymoshenko likely worked with
former Prime Minister Pavlo Lazarenko, who was jailed in 2006 for money laundering. At a news
conference, Ukrainian Prosecutor General Viktor Pshonka said of the charge: "We have assembled
the materials of pre-trial investigation, which showed that Tymoshenko really ordered the murder,
along with Lazarenko." The murder charge against Tymoshenko would only add to her legal
woes since she was already in jail for an abuse of power case involving a gas deal with Russia.
(See above for details of her other legal challenges and the case that ultimately resulted in her jail
sentence. )

As noted above, several Western powers, including the United States and the European Union,
closed ranks with Russia in condemning the ruling and associated prison sentence for
Tymoshenko. They accused Ukrainian authorities of acting in a "politically motivated" manner and
demanding her release.

Meanwhile, in late 2011, after losing her appeal against her abuse of power sentence, she was
was transferred to the Kachanivska penal colony in Kharkiv to serve out her sentence. In March
2012, her daughter, Eugenia Carr, claimed Tymoshenko was being poisoned in the Ukrainian
prison. By 2012, there were reports that Tymoshenko had been beaten unconscious in prison,
although some authorities said there was no evidence of such an event. More than a year later in
January 2013 as Tymoshenko was being faced with even more serious legal challenges in the form
of the aforementioned murder charge, there were new reports that the imprisoned former prime
minister was critically ill.

See below for further developments related to Tymoshenko's fate.

Special Report: Unrest in Ukraine

Special Report:

Ukraine is "Ground Zero" of a new East-West confrontation; after its landmark uprising and
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ousting of Yanukovych, the battleground shifts eastward to Kiev as Russia annexes Crimea and
eyes eastern Ukraine

Summary:

Turbulence and turmoil have characterized the landscape in Ukraine. Tensions initially flared in
late 2013 in response to Ukrainian President Viktor Yanukovych's decision not to move forward
with a pending association agreement with the European Union. That decision brought more than
100,000 protesters to the streets to rally against what they saw as Ukraine's movement towards
greater control by Russia. Indeed, the general consensus was that President Yanukovych had bent
to pressure by President Vladimir Putin of Russia to step away from the European Union
Association Agreement and instead embrace a customs union with Russia.

By the start of 2014, another flare of protests ensued in Ukraine in response to legislation passed
by members of parliament loyal to President Yanukovych. The laws at stake were intended to curb
the free expression of political opposition and curtail public protests. The passage of such
legislation raised the ire of Ukrainians, particularly those aligned with the opposition, and alarmed
the West with the United States and European Union worried about the Ukraine's slide into
autocracy under Yanukovych. In a twist of irony, the very laws intended to suppress mass action
actually spurred exactly that end as mass protests attracting tens of thousands of people once again
rocked Ukraine. As January 2014 entered its final week, concessions by President Yanukovych to
include members of the opposition in government yielded no positive results. Instead, the unrest
spread to the eastern part of the country. With the situation deteriorating, the prime minister and
the government resigned, and the Ukrainian parliament repealed the controversial anti-protest laws.

In mid-February 2014, the turmoil re-ignited as police tried to clear the main protest camp.

Ukraine was again thrust into a renewed state of turbulence and turmoil. A truce was forged on
Feb. 19, 2014, but only after more than two dozen people died. That truce collapsed a day later,
effectively returning the capital city of Kiev to a battle zone and leading to an increasing death toll.

Yet another agreement was forged in which the president conceded to many of the demands of the
opposition. But the deal appeared to have come to late to appease an enraged populace. By Feb.
22,2014, President Yanukovych had fled to the eastern part of the country while his party
abandoned him and joined the opposition to officially impeach him, while his political nemesis -
former Prime Minister Tymoshenko - was freed from captivity.

The move was a clear message to Moscow that Ukraine would not be controlled by Russia and
that Ukraine instead was looking toward Europe as it charted its future path. Indeed, to the
chagrin of Russia, the new interim president of Ukraine declared the country would pursue closer
ties with the European Union. The winds of change had swept across Ukraine with the "Maidan"
or Independence Square stamped in the history books as "Ground Zero" of Ukraine's 2014
battleground.
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But the celebration in Ukraine did not last long. The battleground terrain shifted eastward at the
start of March 2014 when the Russian parliament granted Russian President Putin authorization to
use force in Ukraine, and Russian forces annexed the Ukrainian territory of Crimea. Clearly, Putin
and Russia felt entitled to reclaim their foothold in Ukraine, thus recalling alarming memories for
the rest of the world of the Soviet invasion of then-Czechoslovakia in 1968 to subdue the
independence-minded Prague Spring. Adding to the crisis was the perplexing decision by Russian
President Putin to refuse to acknowledge that Russian troops were even in Crimea.

In response to Russia's actions against Ukraine, and particularly in the direction of controlling
Crimea, the G7 countries (G8 minus Russia) pulled out of preparations for the G8 summit set to
take place in Russia and the United States instituted targeted sanctions against Russian officials.

Talks aimed at resolving the crisis yielded no results. Indeed, an East-West conflict was
intensifying as Crimea scheduled a referendum for mid-March 2014 when residents would decide
whether or not to join Russia. A meeting between Russian Foreign Minister Lavrov and United
States Secretary of State Kerry ended in failure. Because Russia viewed the overthrow of
Yanukovych as illegal, and because the West viewed Crimea's decision to join Russia was in
violation of international law, an impasse was at hand.

The United States and the European Union respectively warned that such a unilateral action would
run counter to international law, and thus they would not recognize the likely ratification of
Crimean unification with Russia. For its part, Ukraine insisted that it would not accept the
fracturing of its territorial integrity.

Meanwhile, the West attempted to condemn Crimea's secession referendum, and issue its support
for Ukraine's sovereignty, by moving forward with a resolution in the United Nations Security
Council. As expected, Russia -- as a veto-wielding permanent member -- vetoed the draft. Every
other Security Council member voted in favor of the measure, with the exception of China, which
abstained from the vote. The inaction at the Security Council was reminiscent of the Cold war era
in which both sides habitually vetoed the other's measures, essentially creating a state of diplomatic
paralysis.

On March 16, 2014, ethnic Russians in Crimea voted overwhelmingly to secede from Ukraine and
unite with Russia. Crimea then officially requested that the "Republic of Crimea" be admitted as a
new subject to the Russian Federation. On the Russian side of the equation, Russia recognized
Crimea as a sovereign entity. Russian President Putin soon responded by officially annexing
Crimea.

The United States and the European Union imposed personal sanctions on Russian and Crimean
officials. This punitive action was intended as a rebuke against the actions in Crimea; however,
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there was no sign that Russia was even slightly daunted by its decision to seize control of a
territory belonging to Ukraine under the established system of international jurisprudence. As
stated above, Russia justified its moves by asserting that the interim post-Yanukovych government
in Ukraine was illegitimate.

Russian ambitions to regain territory lost following the collapse of the Soviet Union soon entered
into the equation. Of note was the fact that in the aftermath of Russia’s annexation of Crimea,
Russian attention was glancing towards other parts of eastern Ukraine. Eruptions of unrest in this
Russian-speaking part of Ukraine were blamed on Russia, and reminiscent of what had transpired
in Crimea. Indeed, Ukraine was accusing Russia of carrying out its Crimea formula by

orchestrating unrest further into Ukrainian territory.

It was to be seen if the landscape in eastern Europe in the spring of 2014 represented the
foundation for a renewed Cold War between the East and West. It was also possible that President
Barack Obama of the United States was correct in dismissing such a notion on the basis of the fact
that Russia was no longer a super power and, instead, a regional power acting as a bully against its
neighbors.

Note that a presidential election was held in Ukraine on May 25, 2014. Petro Poroshenko claimed
victory in Ukraine's presidential contest but turmoil continued to rock Ukraine. Entering the fray
at the start of June 2014, NATO moved to bolster its security presence in eastern Europe as a
deterrent against Russian aggression.

In June and July 2014, Ukrainian forces made some progress in retaking the rebel-held parts of
eastern Ukraine, while the United States intensified its sanctions against Russian companies as a
punitive measure against Russia for failing to de-escalate the conflict.

The landscape in eastern Ukraine took a disturbing turn on July 17, 2014, when a civilian
passenger aircraft traveling from Netherlands to Malaysia went down in eastern Ukraine. All 298
people aboard the Boeing 777 airliner perished when Malaysian Airlines flight 17 crashed in the
rebel-held territory of Donesk close to the Russian border. That event augured a geopolitical land
mine as Ukraine said the Malaysian Airlines flight was shot down and placed the blame on pro-
Russian separatists battling Ukrainian forces. The tragedy of the Malaysian Airlines flight occurred
one day after the Obama administration in the United States unveiled harsh punitive sanctions
against major Russian firms aligned with Russian President Putin.

In the aftermath of the tragic downing of the Malaysian Airlines flight, and because the majority of
the victims with Dutch nationals, Europe's stance against Russia hardened. Accordingly, the West
-- including the United States and the European Union -- intensified its sanctions regime against
Russia.
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Meanwhile, in August 2014, Ukrainian forces at first held the momentum in the fight to regain
control over the pro-Russian eastern part of the country, particularly in separatist strongholds of
Donetsk and Luhansk. However, Russian-backed separatists were vigorously defending what they
viewed as their own territory later in the month. By the close of August 2014, NATO said that
Russian forces had violated Ukraine's territory while the Ukrainian president warned that his
country was on the brink of war with Russia.

At the start of September 2014, NATO announced a rapid reaction force as well as military
exercises in eastern Europe. Pressure from NATO and the threat of fresh sanctions by the
European Union appeared to have spurred pro-Russian separatists to go to the negotiating table
with Ukrainian authorities. There, a fragile truce was soon established but sporadically violated as
fighting continued in Donetsk and Luhansk, and as Ukrainian forces fought to hold the port city of
Mariupol.

In September 2014, with the ceasefire still in effect, Ukraine concentrated on the process of trying
to retain its territorial integrity while meeting the needs of the pro-Russian separatists. To that end,
Ukraine unveiled a proposal that would convey "special status" for eastern part of country,
conveying greater autonomy. Meanwhile, the Ukrainian parliament advanced its pro-Western
orientation by ratifying the Association Agreement with European Union (the basis of the uprising
that caused the ousting of Yanukovych in the first place), while Ukrainian President Poroshenko
unveiled a package of reforms aimed at securing membership in the European Union.

By October 2014, Russian President Putin was calling for the withdrawal of Russian troops from
Ukrainian border. However, NATO was warning that there was no sign of Russian troops actually
retreating from the border in any significant fashion; as well, Russian forces remained active within
Ukraine in violation of that country's sovereignty. Ukrainian President Poroshenko viewed the
strong election performance of allied pro-Western parties as a ratification of, and a mandate for, his
security plans for eastern Ukraine. However, that eastern portion of the country was moving
forward with illegal elections of their own, which were rejected by Ukraine and the larger
international community, but which were (unsurprisingly) being backed by Russia.

By November 2014, fighting had erupted in the east, there were reports of a build up of pro-
Russian reinforcements there, and it was fair to say that the fragile ceasefire that had been in place
since September 2014 was on the brink of collapse.

December 2014 saw a prisoner exchange occur between the Ukrainian government and pro-
Russian separatists. As well, Ukrainian President Poroshenko said that he intended to meet with his
Russian, French, and German counterparts in early 2015 for discussions on the restoration of
peace in the eastern part of the country. These actions were regarded as positive steps in the arena
of regional relations. However, Ukraine's decision to revoke its neutral status -- a move that could
potentially facilitate future NATO membership -- was likely to raise the ire of Russia, which has
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opposed Ukraine's westward drift from the onset. Ironically, it was Russia's own aggressive
interventions in eastern Ukraine, particularly marked by the annexation of Crimea, that actually
catalyzed Ukraine's haste to move out of Russia's orbit.

At the start of 2015, the Minsk ceasefire agreement was effectively dead as fighting resumed
around Donetsk and as pro-Russian separatists carried out an assault on the strategic port city of
Mariupol, prompting Ukrainian President Poroshenko to warn that his forces would not bend to
pro-Russian rebels and that Ukraine would protect its sovereignty. Fighting had extended to other
areas in Ukraine's east as pro-Russian separatists aggressively sought to consolidate control over
what they have termed "New Russia."

As the month of February 2015 began, there were reports that the Obama administration in the
United States was considering additional support for Ukrainian forces in protecting Ukraine from
the pro-Russian offensive. As well, NATO was considering the establishment of special command
units in eastern Europe to respond rapidly to threats in the region.

Note that on Feb. 12, 2015, a new Minsk ceasefire agreement and a roadmap for peace were
forged. But later in February 2015, peace in eastern Ukraine remained elusive as pro-Russians took
control over the town of Debaltseve and forced Ukrainian forces into retreat. Pro-Russian forces
were reportedly attacking government-held positions in eastern Ukraine -- including the area
around the strategic port of Mariupol -- while Ukraine accused Russia of dispatching more troops
and tanks to the region, specifically in the direction of the town of Novoazovsk on the southern
coast.

Meanwhile, a year after the original Maidan uprising in Kiev ousted former pro-Russian President
Yanukovych from power, Ukraine's second largest city of Kharkiv was struck by a bomb attack as
demonstrators marched in a national unity rally. Despite the existence of the second Minsk
ceasefire agreement, Ukraine was still occasionally mired by war and bloodshed. Europe warned
of further sanctions to come if violations to the truce occurred and, indeed, a fragile peace
appeared to take hold in the region. Juxtaposed against this background came a surprising
admission from Russian President Putin that he had long-standing ambitions to regain Russian
control over Crimea.

By mid-2015, despite the existing new Minsk ceasefire agreement, key areas of eastern Ukraine
were beset by heavy fighting between Ukrainian forces and pro-Russian separatists. Tension were
also rising over the findings of a multinational investigation into the aforementioned tragedy of
Malaysian Airlines Flight 17. The inquest, led by the Dutch Safety Board, indicated that a
Russian Buk surface-to-surface missile was fired from a village in eastern Ukraine under pro-
Russian control and struck Malaysian Air Flight 17, precipitating the crash. As such, there were
ising calls for an international tribunal to ensure justice was served. For his part, Russian
President Vladimir Putin cast the move as "premature."
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Around the same period of mid-2015, Ukraine's parliament was moving forward with
constitutional reforms aimed at establishing temporary self-rule in the eastern part of the country
under pro-Russian rebel rule. The changes to the constitution were aimed at meeting Ukraine's
obligations under the prevailing MInsk peace accord. While the legislative progress in Ukraine
signaled to some that the government in Kiev was adhering to its Minsk peace accord
commitments, Russia objected to the changes, arguing that they did not go far enough to fulfill the
obligations of the Minsk. There were also objections at home in Ukraine by nationalists to the deal
that would grant autonomy to pro-Russian rebels. Those protests in Kiev turned deadly,
effectively expanding the landscape of unrest in Ukraine.

In September 2015, the schedule for local elections in the pro-Russian eastern part of Ukraine
threatened to upend the Minsk peace accord. In the same period, Ukraine was calling on NATO to
provide it with military weapons; however, NATO made clear that its priority was to ensure the
implementation of the Minsk peace agreement .

See below for recent details related to the ongoing unrest in eastern Ukraine, which has been
blamed on Russia.

Background on the Ukrainian Crisis:

Going back to November 2013, the parliament of Ukraine was set for a final vote that would
facilitate an association between that country and the European Union. The deal was contingent
on a provision that would have permitted the jailed former prime minister of Ukraine -- Yulia
Tymoshenko -- to seek medical treatment in Germany. But on Nov. 21, 2013, Ukrainian
legislators suspended preparations for the association agreement, presumably due to this particular
provision involving Tymoshenko. However, some voices were claiming that the decision was due
to reluctance to intensify ties with Europe at the expense of links with Russia. Indeed, there were
suggestions that Ukrainian President Viktor Yanukovych was bending to pressure from Russian
President Vladimir Putin who was advocating Ukraine's membership in a Moscow-led Customs
Union.

The decision by the parliament to suspend preparations for the association agreement was met by
mass protests as more than 100,000 people took to the streets of the Ukrainian capital of Kiev to
register their discontent. Although the police fired tear gas at the protesters in the hopes of
dispersing the crowds, the protests showed little sign of dissipating in a hurry. Many participants
said they wanted Ukraine to go forward with its association agreement with the EU because they
thought would be economically beneficial; others said that the time had come for Ukraine not to be
so controlled by Russia.

Meanwhile, the fact that the association agreement with the EU was on hold also meant that
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former Prime Minister Tymoshenko was not likely to escape jail to seek medical treatment. It
should be noted that former Prime Minister Yulia Tymoshenko of Ukraine has had no shortage of
legal woes, ranging from corruption and an abuse of power case involving a gas deal with Russia,
but also extending to allegations in 2013 that she was involved in the death of Yevhen Shcherban,
a well-known member of parliament lawmaker and business leader. Several Western powers,
including the United States and the European Union, have closed ranks with Russia in condemning
the rulings and associated prison sentence for Tymoshenko. They have accused Ukrainian
authorities, led by President Viktor Yanukovych who has been opposed to Timoshenko and other
"Orange Revolution" politicians, of acting in a "politically motivated" manner in its legal offensive
against Tymoshenko and demanded her release.

For her part, after losing her appeal against her abuse of power sentence, Tymoshenko was
transferred to the Kachanivska penal colony in Kharkiv to serve out her sentence. In March 2012,
her daughter, Eugenia Carr, claimed Tymoshenko was being poisoned in the Ukrainian prison.
By 2012, there were reports that Tymoshenko had ben beaten unconscious in prison, although
some authorities said there was no evidence of such an event. More than a year later in January
2013 as Tymoshenko faced even more serious legal challenges including the aforementioned
murder charge, there were new reports that the imprisoned former prime minister was critically ill.
The aforementioned association agreement with the EU included the provision for permitting
Timoshenko to go to Germany precisely for the purpose of being treated for her health
complications.

Protests mark the late 2013 landscape in Ukraine:

With the association agreement on hold, Tymoshenko announced that she would be going on an
indefinite hunger strike. Her outrage appeared to be shared by fellow Ukrainian citizens. Indeed,
as November 2013 came to a close, Ukraine continued to be rocked by protests as these citizens
took to the streets of Kiev to register their outrage over the government's decision to suspend the
EU integration effort and bend to pressure from Russia. More than 100,000 people were gathered
at European Square and Independence Square in Ukraine's capital city of Kiev.

Despite being treated to tear gas, stun grenades, and beatings by riot police, and despite the reports
of several injuries to protesters on the night of Nov. 30, 2013, as riot police tried to clear European
Square and Independence Square, the protesters were setting up tents and gathering in another
square in the city center, just outside St Michael's Monastery. These moves suggested that even in
the face of hardline tactics by the Ukrainian authorities, the protesters intended to keep up their
protests for the long term. Indeed, the scene was highly reminiscent of the 2004 Orange
Revolution.

That Orange Revolution in 2004 ironically forced Ukraine's authorities to overturn the presidential
election results giving pro-Russian Yanukovych victory over pro-Western Viktor Yushchenko, and
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facilitating a fresh election that was monitored by international observers. Those new elections
brought Yushchenko, albeit for only one term in office; Yanukovych finally secured power in the
2010 presidential election.

The sight of hundreds of thousands of protesters in the streets calling for a "European future
without Yanukovych" and demanding early elections should (presumably) have caused
consternation for the Ukrainian president, given this legacy of the Orange Revolution. However,
Yanukovych seemed undeterred by the mass action. Instead, Yanukovych defended his decision
to halt progress on the historic association agreement with the EU, saying it was necessary for
economic reasons. He also struck a paternalistic note describing himself as the father of the nation
and calling for peace as follows: "I want peace and calm in our big Ukrainian family."

Peace was not likely to occur as a result of President Yanukovych's wants and desires. Instead,
opposition factions were warning of the establishment of a "national resistance headquarters" and
a national strike to come.

As stated by Arseniy Yatsenyuk, the head of the opposition Batkivshchyna (Fatherland) faction,
"The government is to be toppled and this president is to be impeached. It's not an easy job, it's a
bumpy road. But, we as a united opposition are determined to fight for freedoms and rights of
every single citizen in this country. We ask our Western partners not just to talk and make
declarations. It's time to take actions."

Well-known opposition leader Vitaly Klitschko addressed protesters gathering in Kiev that the
mass action was spreading to other parts of the country in an apparent rallying message.

Tymoshenko herself also entered the fray with this call that her supporters keep up the mass
action: "I am addressing all Ukrainians to rise against the violence and dictatorship of Yanukovych.
I call upon you as a nation to go to the Shevchenko Park on December 1 at 12:00 -- as a response
to failing to sign the Association Agreement and the assault on our children. Millions must rise on
Maidan, hundreds of thousands will not do. Do not leave the city squares until the regime is
overthrown through peaceful means."

At the end of the first week of December 2013, Ukrainian Prime Minister Mykola Azarov said the
government was aware of a plan by opposition activists to seize control of the parliament and
warned of a coup in making. In an interview with Interfax News, Azarov also said the political
opposition in Ukraine was filled with "illusions" that it could overthrow the government.
Accordingly, Ukrainian authorities were reported to be sending police reinforcements to Kiev. It
should be noted that the United States government reacted to this claim by Azarov by noting that
protests were to be distinguished from coups.

Meanwhile, as the unrest in Ukraine continued, and as opposition supporters gathered at
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Independence Square, they continued to demand that President Yanukovych resign and blamed the
government for "political repression." Clashes between activists and government forces were
reported to be taking place close to the presidential building. Protesters used flares and riot police
responded with tear gas, stun grenades, and batons. Protesters even toppled and destroyed a
status of Lenin -- a move viewed as highly symbolic as it represented Ukraine's shared history
with Russia. Clearly, the underlying complaint from Ukrainian protesters remained in tact -- they
were outraged that President Yanukovych had halted the association agreement with the EU in
favor of a customs union with Russia. In many senses the unrest was becoming a referendum on
the future path of Ukraine; would the country move past its Soviet legacy towards Europe, or,
would it reinforce those Russian ties?

Televised footage of riot police beating reporters likely did little to augment the government's
public relations' standing, perhaps contributing to condemnation by NATO of the Ukrainian
authorities' crackdown. Indeed, NATO foreign ministers blasted the use of "excessive force"
against the protesters, while United States Secretary of State John Kerry called on the government
of Ukraine to "listen to the voices of its people." In fact, the international outcry was so negative
that Prime Minister Azarov was forced to offer an apology as follows: "On behalf of our
government, I would like to apologize for the actions of our law enforcement authorities on Maidan
[Independence Square]. The president and the government deeply regret that this happened.”

In the halls of government, the opposition brought forward a motion to force the government to
resign. However, that motion was defeated in parliament due to the fact that it was dominated by
pro-Yanukovych parties. But in the streets and in Independence Square, the pro-Western voices
were making themselves heard. To that end, on Dec. 8, 2013, Ukraine's capital of Kiev continued
to be gripped by massive demonstrations numbering in the hundreds of thousands and protesters
were carrying out blockades at several government buildings.

By Dec. 15, 2013, protests continued to plague Ukraine, with a massive rally taking place in Kiev
to show support for closer ties to the European Union. The rally attracted more than 200,000
people with opposition leaders warning protesters to refrain from being provoked into clashes with
rival pro-government demonstrators.

Anti-suppression legislation evokes fresh unrest:

A month later in January 2014, tensions flared in Ukraine in response to legislation passed by
members of parliament who were loyal to President Viktor Yanukovych. The laws at stake were
intended to curb the free expression of political opposition and curtail public protests. The passage
of such legislation raised the ire of Ukrainians, particularly those aligned with the opposition, and
alarmed the West with the United States and European Union worried about the Ukraine's slide
into autocracy under Yanukovych.
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In an ironic twist, the very laws intended to suppress mass action actually spurred exactly that end
as mass protests once again rocked Ukraine. Indeed, tens of thousands of people defied the anti-
protest ban and took to the streets to rail against the legislation that aimed to restrict public protests.
The situation grew frenetic in the capital of Kiev as protesters attempted to march on parliament,
and police tried to block their movement using gas canisters. Protesters reacted by pelting the
police with flares, flashes, and petrol bombs. The scene in Kiev was marked by chaos and
confrontation and the government of Ukraine was placing the blame on "provocateurs and
extremists." With police filming the activities of the protesters, there were suggestions that they
intended to use the footage to prosecute protesters under Article 294, which bans the organization
of mass riots.

On Jan. 19, 2014, reports emerged about a possible meeting between President Yanukovych and
opposition leader Vitaly Klitschko. There were cautious hopes that the meeting would bring an end
to the unrest rocking the country. However, those talks appeared to have only infuriated
Klitschko, who threatened to lead protesters "on the attack" if Ukrainian authorities cleared out
protest camps at the so-called Maidan or "Independence Square." Klitschko said, "Today they
(re: police) are preparing to clear us out of the Maidan...We must do all we can to stop them
clearing us out." Klitschko further demanded that President Yanukovych call fresh elections and
issued the following warning: "Tomorrow, if the president does not respond... then we will go on
the attack." Klitschko's words appeared to resonate as supporters cheered their approval of this
stance.

Clearly, with the two sides hardening their positions, the scene was set for confrontation. Perhaps
predictably, only days later, the turmoil rocking Ukraine reached a nadir when two protesters were
killed and several hundreds more were wounded in clashes with police in the Ukrainian capital of
Kiev. The protesters who died were subsequently identified as opposition activists and were
reportedly killed by gunshots. This particularly violent round of clashes was sparked when, just as
the new anti-protests laws went into effect, the police stormed the protesters' barricades and

forcibly dismantled the aforementioned protests camp at Independence Square. Protesters reacted
by hurling petrol bombs and stones at riot police who, in turn, responded with stun grenades and
rubber bullets. Of course, the gunshot deaths of the activists indicated that, at some point, live
ammunition was used.

Activists on the scene accused police snipers of being behind the gunshot deaths; however, Prime
Minister Mykola Azarov denied responsibility by the police, saying they were not carrying live
ammunition. The prime minister instead said the protesters were the ones who should bear
responsibility for the two fatalities. But the discovery of the body of a third activist in a forest
outside Kiev indicated that the situation was far from simple. It was being reported in the
international media that this third activist was abducted and his body showed signs of being
subject to torture.
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On the international level, there was shock about the violence rocking Ukraine. Indeed, Jose
Manuel Barroso, the president of the European Commission, warned that the events unfolding in
Ukraine was forcing the regional body to rethink its relations with that country. He said, "If there
is a systematic violation of human rights, including shooting at peaceful demonstrators, or serious
attacks to the basic freedoms, then we have to rethink our relationship with Ukraine." The United
States Department of State appeared to fault the government of Ukraine for provoking the
opposition with its controversial anti-protest laws and then failing to enter serious dialogue with the
opposition aimed at resolving the conflict. The United States thus issued the following statement:
"Increased tensions in Ukraine are a direct consequence of the Ukrainian government's failure to
engage in real dialogue and the passage of anti-democratic legislation." Russia, of course, had a
very different interpretation of the events unfolding in Ukraine and instead accused the West --
primarily the European Union and the United States -- of "outside interference."

Nevertheless, under increasing pressure by the international community and in the face of
continuing unrest, President Yanukovych offered assurances to Barroso of the European
Commission, saying that he would not declare a state of emergency but instead would convene an
emergency session of parliament to debate options to tamp down the unrest. President
Yanukovych also said that he was prepared to make concessions to the opposition.

Opposition leader Klitschko urged his supporters not to resort to violence and instead wait to see
how Yanukovych's attempt at compromise would transpire. Still, Klitschko made clear that he
would be emphasize the three main demands of the opposition. Those three demands were (1) the
resignation of the government; (2) the holding of a snap presidential election; and (3) the
cancellation of the anti-protest legislation.

Prime Minister Mykola Azarov - President Yanukovych's head of government - was not prepared
to use restrained language in his assessment of the conditions ahead of proposed talks. Instead, he
demanded that opposition leaders be "more humble" and refrain from "ultimatums." Meanwhile,
with the protests spreading eastward, he claimed that "a genuine attempt at a coup d'etat is being
carried out." It was to be seen how this claim -- along with President Yanukovych's overtures at
compromise -- would resonate with the Ukrainian people.

Key Developments:

At a meeting with religious leaders in Ukraine on Jan. 24, 2014, President Yanukovych offered a
package of compromise measures, with an eye on ending the unrest rocking the country. That
package of compromise measures included amendments to the controversial suppression/anti-
protest laws, a cabinet shuffle that would result in the inclusion of some opposition figures, and
amnesty for detained activists who had not committed "grave crimes." On the matter of the
cabinet shuffle, President Yanukovych offered the position of prime minister to opposition figure,
Arseniy Yatsenyuk, and the position of deputy prime minister to the other main opposition figure,
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Vitali Klitschko. That being said, Yanukovych also signaled a warning, saying that if a resolution to
the crisis was not found, then he would be forced to use "all legal means" to end the unrest
plaguing Ukraine.

These concessions by President Yanukovych to amend the anti-protest laws and even include
members of the opposition in the cabinet seemed to fall on deaf ears. It appeared that the
opposition base and its supporters were not in the mood for cooperation. Opposition leader,
Yatsenyuk, rejected the president's offer to become prime minister, saying that only fresh elections
would meet the needs of the people. As well, according to the other main opposition leader,
Klitschko, the offer of compromise had come too late and the anti-government factions would
settle for nothing less than a new government. He said, "Today, people are demanding the
resignation of the president."

Indeed, the anti-government factions were likely bolstered by a combination of outrage over the
deaths of protesters and their success in taking control of regional state administration buildings in
several western cities, such as Ivano-Frankivsk, Chernivsti, Lviv and Rivne. Meanwhile, the
unrest was spreading to the eastern part of the country. Now, cities such as Sumy, Zaporizhzhya,
Cherkasy, Dnipropetrovsk, and Odessa, were seeing protests. On the other side of the equation,
the parliament of the Crimean Autonomous Republic -- a stronghold of Yanukovych support --
demanded that the president declare a state of emergency.

As January 2014 entered its final week, violent protests were escalating across Ukraine. The
landscape was marked by turbulence and turmoil as protesters hurled stones, rocks, fireworks, and
petrol bombs are riot police, who responded as before with tear gas. Massive fires were said to be
burning in Kiev, presumably as a result of the petrol bombs and fireworks.

On Jan. 27, 2014, Ukraine's justice minister warned that she would call for a state of emergency to
be established if anti-government protesters did not vacate her ministry. In an interview with the
media, Olena Lukash said she would ask the National Security and Defense Council to introduce
emergency measures. It should be noted that President Yanukovych had earlier assured the
European Commission that he would not declare a state of emergency in Ukraine. As such,
protesters were angered by the justice minister's threat of emergency measures. Nevertheless,
most of the demonstrators outside the justice ministry did, indeed, leave the compound, saying that
they had no interest in provoking the government. But provocation was ensuing elsewhere with a
fatal stabbing incident in the southern city of Kherson and several government buildings across the
country occupied by protesters.

On Jan. 28, 2014, with the political landscape deteriorating, Ukrainian Prime Minister Mykola
Azarov tendered his resignation, which would also effectively mean the resignation of the cabinet.
Azarov said the move was intended to clear the way for "social and political compromise." Prime
Minister Azarov said: "To create additional opportunities for social and political compromise and
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for a peaceful solution to the conflict, [ made a personal decision to ask the president of Ukraine to
accept my resignation as prime minister of Ukraine." President Yanukovych accepted the
resignation of the prime minister and his cabinet. With Azarov out, the cabinet could continue to
function for a limited period in a caretaker capacity with Deputy Prime Minister Serhiy Arbuzov at
the helm. A new permanent government would be formed in the future.

In another major move aimed at easing tensions, the Ukrainian parliament repealed the
controversial anti-protest legislation. It was to be seen if these moves would smooth the political
path forward.

A day later on Jan. 29, 2014, the parliament (dominated by the president's Party of Regions)
passed a law offering amnesty to protesters who were arrested during the unrest plaguing the
country. However, the legislation did not receive support from opposition lawmakers, who
boycotted the vote due to a provision in the bill. That provision ensured the amnesty would only
go into effect if protesters were to withdraw from the government buildings they were occupying.
This stance was reflective of the sentiment on the streets where protesters were rejecting the
terms of the amnesty and, indeed, threatening to increase their occupation of government buildings.

Around this period, President Yanukovych -- who was on sick leave due to respiratory illness --
insisted on Jan. 30, 2014, that he and his government had done everything possible to resolve the
turmoil rocking Ukraine and placed the blame for continued unrest on the opposition. In an
statement, he said: "We have fulfilled all the obligations which the authorities took on themselves.

However, the opposition continues to inflame the situation calling on people to stand in the cold for
the sake of the political ambitions of a few leaders. I think this is wrong." Still, the president's
statement included a softened tone as he added, "From my side, I will show more understanding
to the demands and ambitions of people, taking into account the mistakes that authorities always
make... I think that we can together return the life of Ukraine and its people to peace."

President Yanukovych's seemingly conciliatory overtures were vitiated by the revelations on Jan.
31, 2014, that a well-known opposition activist was abducted, tortured, and left to die in the streets
of Ukraine. According to Dmytro Bulatov, who was recovering from massive injuries in a
hospital, his attackers spoke with Russian accents. He described his ordeal as follows: "They
crucified me, so there are holes in my hands now. Other than that - they cut off my ear, cut up my
face. My whole body is a mess. You can see everything. | am alive. Thank God for this." But
with Ukrainian authorities arriving at the hospital where Bulatov was being treated, there were
fears that he would be arrested and taken into custody. A standoff between those authorities and
hospital staff ensued, but ultimately, Bulatov -- who has led the protest group called "Automaidan"
and whose mission was to protect the protest camps -- departed Ukraine for the Baltic country of
Lithuania via the neighboring Baltic state of Latvia. According to opposition leader Klitschko,
European diplomats had secured Bulatov's medical care outside Ukraine.
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International Dimension;

Meanwhile, the Ukrainian crisis was taking on international dimensions when a recording of a
private telephone call between United States Assistant Secretary of State Victoria Nuland and
United States Ambassador to Ukraine, Geoffrey Pyatt, was released into the public purview. The
call revealed Nuland's use of strong language as she dismissed the European Union's ineffectual
involvement in the Ukrainian crisis, and suggested that the United Nations might secure better
results. Nuland was also heard expressing reservations about the experience of Ukrainian
opposition leader, Vitali Klitschko, who was backed by several European heavyweights, such as
Germany.

While the United States apologized for Nuland's language, which was publicized in the recording, it
was apparent that the leaked call was intended to create tensions between the United States and the
European Union. The main beneficiary of those tensions would be Russia, which already had
succeeded in getting Ukraine to step away from an Association Agreement with the European
Union, while securing a customs deal with that country. To date, the United States and the
European Union have been unified in their desire to see the Ukrainian crisis resolved, and to see
Ukraine out of Putin's sphere of influence. However, as shown by the leaked call, evidently the
United States was frustrated by the European Union's slow pace of decision-making.

The theory that Russia may have been behind the leaked call (with an intent to fuel U.S.-EU
tensions) was bolstered when another leaked recording was released. This time, the recording
involved Helga Schmidt, a deputy to European Union foreign policy chief, Catherine Ashton, as
she complained about the United States claiming that the European bloc was "too soft" on the
matter of pressure tactics against Ukraine. Apart from excoriating sore points between the United
States and the European Union, Russia would also benefit from depicting both the United States
and the European Union as meddlers in Ukrainian affairs (the meddling carried out by Russia
notwithstanding). Still, it was quite possible that the leaked calls scandal might in fact serve to
remind the West that it priority was to work together to try to resolve the Ukrainian crisis.

Independence Square returns to a battleground:

Opposition members of the Ukrainian parliament in the first week of February 2014 were
attempting to make changes to the constitution that would curtail presidential powers. A key
demand for the opposition movement was the return to the 2004 constitution, which would mean
that the parliament and not the president would have the power to appoint the prime minister and
the members of the cabinet members. Of course, it should be noted that pro-Yanukovych
members of parliament (who dominate the legislative chamber) have opposed such changes. On
the other side of the equation, the opposition movement was warning that a failure to act by the
parliament would only antagonize protesters even further. Debate on the matter between pro-
Yanukovych (Party of Regions) members of parliament and the opposition members of parliament
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was heated and acrimonious. It was to be seen if some sort of compromise agreement could be
forged between the two sides.

By mid-February 2014, the opposition was emphasizing the need to return to the constitution of
2004, when the power of the president had greater limits. In a speech to tens of thousands of
anti-government protesters in Kiev, opposition leader Klitschko, said: "[President Yanukovych]
says we need half a year to get a new constitution but our people are not going to wait for half a
year. We can change the constitution now, go back to the 2004 constitution first, and then take
time to draft a new constitution. But this in itself is not enough. People demand one thing -- snap
presidential elections." Around the same period, further scheduled parliamentary debate on curbing
the presidential powers did not go forward.

On Feb. 18, 2014, the unrest in Ukraine was re-ignited when police stormed the main protest
camp, known as "Maidan" or Independence Square, in Kiev. The decision to storm the protest
camp where opposition activists had occupied since late 2013 appeared to have re-ignited the
unrest, which had waned in recent weeks as the opposition action switched to the legislative sphere
(as discussed just above above). Now, however, the scene had turned violent as police
attempted to clear the area.

Security officials in Ukraine soon limited access into and out of Kiev as police then stormed the
protest camp at Independence Square in armored vehicles, dismantled barricades, and used water
cannons, rubber bullets, and stun grenades to forcibly evict the protesters. Violent clashes erupted
as protesters used stone, fireworks, and petrol bombs to resist the police. Fires and explosions
were reported to have engulfed the "Maidan." Approximately 20 people were reported to have
died in the fracas, marking some of the worst violence since the start of the crisis. It should be
noted that seven policemen and a journalist were among the dead. The confrontations between the
two sides continued late into the night on Feb. 18, 2014, as police renewed an assault on the
"Maidan" and as opposition leaders called on activists still at the protest camps to hold steady and
stand their ground against government forces. Opposition leader, Klitschko declared: "This is an
island of freedom and we will defend it."

A meeting between the president and opposition leaders failed to yield any results. According to
opposition leader Klitschko, President Yanukovych was not interested in finding a compromise
solution as he instead demanded that the protests withdraw from Independence Square and go
home. Another political leader, Arseniy Yatsenyuk, demanded that President Yanukovych "stop
the bloodshed and call a truce." He continued, "We are talking about human lives and the future of
the country which could be drowned in blood. Stop, Viktor Yanukovych, stop."

In fact, by Feb. 19, 2014, unrest was erupting across the country, including the cities of Lviv,
Khmelnitsky, and even Uzhgorod close to the Slovakian border. Activists and protesters accused
the pro-government provocateurs, referred to as "titushki," of provoking some of the bloodshed.
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The government, on the other side of the equation, said that radicals were responsible for inciting
some of the violence. Over the course of two days, the death toll was reported to have increased
to more than 25, with hundreds of people said to have been wounded. Hospital staff reported that
police were trying to arrest people seeking treatment for their injuries.

Late on Feb. 19, 2014, as Independence Square had turned into a veritable battle zone, President
Yanukovych fired the head of the armed forces, Colonel General Volodymyr Zamana, and
replaced him with the commander of Ukraine's navy, Admiral Yuriy Ilyin. As well, the security
authorities of Ukraine announced they were about to launch an "anti-terror operation," sparking
speculation that the military would become involved in the already-chaotic situation unfolding in
that country.

As expected, the usual calls for restraint and dialogue came from major players, including United
Nations Secretary General Ban Ki-moon, White House spokesperson Jay Carney in the United
States, and European Union foreign policy chief Catherine Ashton. However, other international
voices indicated that a message should be sent to Ukraine regarding its devolution into chaos.

The United Kingdom's minister for Europe, David Lidington, noted that violence had "no place in
a European democracy" while German Foreign Minister Frank-Walter Steinmeier warned that the
European Union would consider imposing sanctions against Ukraine. The European Union was
soon solidifying this suggestion by saying it would enact measures to target those responsible for
"repression." This statement indicated that the European bloc was taking sides against President
Yanukovych and the Ukrainian government. That stance was augmented by European
Commission President Jose Manuel Barroso who placed the responsibility for the Ukrainian crisis
on "the political leadership" while German Chancellor Angela Merkel said the European Union was
"side by side with the men and women who suffer." United States President Barack Obama soon
entered the equation by condemning the violence in Ukraine, placing the blame for it largely on
government forces, and warning of "consequences if people step over the line."

Both the European Union and the United States were soon moving in the direction of enacting
measures against the Ukrainian government. The European Union was preparing a draft
statement in which it would outline "targeted measures" against certain Ukrainian officials, as well
as an arms embargo and a ban on equipment for internal repression. It was to be seen if the
European bloc would actually move forward with such measure. For its part, the United States
announced visa sanctions against 20 Ukrainian officials believed to have orchestrated the violence.

Russia had a different view of the situation and criticized Western politicians for the escalating
crisis in Ukraine and spurring a violent uprising. As well, Russia criticized the punitive measures
being undertaken by the European Union and the United States, characterizing them as "blackmail"
and warning that thet would only make the situation worse. Russian President Vladimir Putin also
announced he would send an envoy to Ukraine to try to assist in finding a resolution.
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Meanwhile Ukrainian President Yanukovych referred to the actions of the protesters as an
attempted coup. The president was also highly dismissive of the anti-government movement and
its leadership saying, "The opposition leaders have disregarded the principle of democracy
according to which one obtains power not on the streets or Maidans -- but through elections." He
justified his hardline response to dissent saying of the opposition leadership, "They have crossed
the line by calling for people to take up arms."

Uprising and Aborted Truces:

Late on Feb. 19, 2014, in the wake of the deaths of more than two dozen people, Ukraine
President Viktor Yanukovych announced that a truce had been reached with opposition leaders. A
statement from the government read as follows: "A truce has been declared. The main thing is to
protect human life."

Only a day later on Feb. 20, 2014, that truce collapsed in spectacular fashion. As the president
and opposition leaders met with European officials, protesters attacked police, leading to the deaths
of dozens of people on that day alone. As such, the death toll over the course of three days now
stood at more than 50. Bodies were reportedly seen at the Hotel Ukraine. As a precaution, the
parliament and ministerial buildings in Kiev were evacuated due to fears that they could be stormed
by protesters.

President Yanukovych blamed the protesters for the collapse of the truce, casting them as
organized gangs and noting that they were using sniper rifles. International media such as BBC
News reported that there was video footage depicting snipers firing on demonstrators trying to
retake their protest camp in Independence Square. Clearly, with the targets being the protesters,
those particular snipers shown on video were more likely to be aligned with the government.
Yanukovych additionally said that arms and ammunition had been looted and, as such, he was
prepared to move forward with an "anti-terrorist" operation.

That being said, there were signs that the Ukrainian head of state was losing popular support and
his grip on power was (perhaps) slipping. Of note was the fact that the protesters were now
prepared to become embroiled in direct conflict with better armed security personnel. Also of note
was the fact that the members of Ukrainian Olympic team made the decision to leave the games in
Sochi (Russia) because of the violence at home, with some of them saying they were taking this
action in solidarity with the protesters.

Meanwhile, there were rising fears that the stultified political division in Ukraine augured not only a
deepening of the crisis, but re-opening of Cold War wounds. On one side of the equation resided
the largely pro-Russian Yanukovych bloc, which held the support of the citizens in eastern
Ukraine; on the other side of the equation stood the pro-Western opposition, which was backed by
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the citizens in the western part of the country.

In keeping with this polarity was the fact that there were geopolitical lines being drawn in the sand.
Russia was emphatically in the corner of President Yanukovych, and ready to join the Ukrainian
authorities in condemning "extremists" for the violence (an apparent catch-all description for
anyone daring to dissent). Indeed, Russian President Vladimir Putin was heavily invested in
ensuring Russian influence remained strong in Ukraine. In many senses, he wanted to augment
Russia's close relations with eastern European countries as a means of recreating a post-Soviet
realm with de facto (if not de jure) Russian dominion. The West -- led by the European Union and
the United States -- was emphasizing its support for the opposition and casting the activists as the
victims of a repressive regime. The warnings of sanctions or "consequences" from the European
Union and the United States respectively showed that the West was ready to flex its own muscle.

In many senses, the Ukrainian crisis was turning into Ground Zero of a new post-Cold war
confrontation.

Winds of Change Sweep Across Ukraine:

On Feb. 21, 2014, as a result of the disturbing rise in the death toll in Ukraine, President
Yanukovych returned to the negotiating table with opposition leaders for lengthy negotiations. This
fresh round of talks, which was attended by diplomatic representatives from Russia, Germany,
France, and Poland, ended with a new deal aimed at ending the bloodshed. The agreement called
for the formation of a coalition government, early presidential elections -- a key demand of the
opposition, and the reduction of presidential power through constitutional reforms -- another
demand by the opposition, which was already in process at the legislative level, although likely to
face obstacles from a parliament dominated by members of the president's Party of Regions. The
deal would essentially facilitate the successful passage of such constitutional changes.

In many senses, President Yanukovych was being forced to assent to the central mandates of the
opposition movement. Yet the deal may have come to late as enraged protesters declared that
nothing other than the resignation of Yanukovych would persuade them to exit the Maidan
(Independence Square) and go home. They also pointed to the deaths of scores of people,
insisting that they should not have died in vain. On the other side of the divide, Russia refrained
from giving the deal its stamp of approval, believing that it conceded too much ground to the
protesters and did not favor Yanukovych, for whom they had clearly offered support.

That ground moved even further in favor of the opposition and away from Yanukovych on Feb.
22,2014, when the Ukrainian police made clear that they would no longer guard presidential
buildings and interests and would now stand by the people. Soon thereafter, the president was
reported to have abandoned the presidential palace in Kiev and opposition cadres took control of
the compound. Reports that Yanukovych had fled the presidential palace were confirmed by
opposition leader, Klitschko, who said the president had "left the capital" for an unknown
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destination. Media reports later indicated that Yanukovych was in his stronghold in eastern
Ukraine, where he attempted to board an aircraft bound for Russia but was stopped by border
police. Reports at the time indicated that Yanukovych was in the region of Donetsk.

In Kiev, protesters were back in the streets -- this time to register their jubilation that Yanukovich
was gone. They also dismantled statues of Lenin (presumably to remove the remnants of the
Soviet/Russian political legacy in Ukraine).

Russia issued its disapproval of these development, with Russian Foreign Minister Sergei Lavrov
saying that "Illegal extremist groups are refusing to disarm and in fact are taking Kiev under their
control with the connivance of opposition leaders."

On the same day -- Feb. 22, 2014 -- the action back in Kiev was in the Ukrainian parliament
where the legislative body voted to officially remove Yanukovych from office and hold early
elections on May 25, 2014. Although the parliament remained officially dominated by
Yanukovych's Party of Regions, it was evident that the president's influence was waning.
Members of parliament with ambitions to keep their political prospects alive were prepared to
close the Yanukovych chapter, thus the decision to effectively impeach Yanukovych by declaring
him unable to carry out his presidential duties. Using the boxing rhetoric from his previous career
as a world boxing champion, opposition leader Klitschko said: "This is a political knockout."

For his part, though, Yanukovych was not quite so willing to see this particular chapter in Ukraine's
history books concluded and defiantly insisted that he would not step down from office. He also
declared that the country was being subject to a coup. Comparing the events leading to his
removal from office to the Nazi takeover in the 1930s, Yanukovych said, "The events witnessed
by our country and the whole world are an example of a coup d'etat." Russian Foreign Minister
Sergei Lavrov also rejected the shocking changes on the Ukrainian political landscape, charging
that the opposition "had in effect seized power in Kiev, refused to disarm and continued to place its
bets on violence."

The day Feb. 22, 2014 saw other sweeping transformations in Ukraine as the Ukrainian Parliament
voted to release former Prime Minister Yulia Tymoshenko from captivity. The West, led by the
European Union and the United States, has long demanded that Tymoshenko be released from
prison where she was believed to have been held for political reasons for two years and subject to
abuse. In fact, the aforementioned Association Agreement with the European Union, which
sparked the unrest in Ukraine in the first place in late 2013, included a provision that Tymoshenko
be released from the Kharkiv prision where she was incarcerated. As discussed above, that
agreement with the European Union was halted, thus spurring the quasi-revolution in Ukraine and
a redux of Cold War tensions. Of course, now Tymoshenko's fate was likely to benefit from a
parliament aware that the political winds were changing. As noted above, although the legislative
body remained officially dominated by Yanukovych's Party of Regions, it was evident that his
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power and influence were now a thing of the past with members of his own party having
abandoned their support for him. As such, the parliament was suddenly far more hospitable to the
notion of a free Tymoshenko.

Although Tymoshenko could objectively be regarded as Yanukovych's most powerful rival, she did
not command the loyalty of the entire opposition movement. Indeed, many pockets of the
opposition regarded her as yet another corrupt politician from the Ukrainian political elite.

Moreover, as an opposition figure, she would not have to share the spotlight with other opposition
leaders, such as Klitschko and Yatsenyuk, who were in the trenches during Ukraine's 2014
uprising. Perhaps aware of the new political dynamics in Ukraine, Tymoshenko said that she had
no interest in resuming the post of prime minister, disabusing her critics of the idea that she was
eager to return to the reins of power.

On Feb. 23, 2014, Parliamentary Speaker Oleksandr Turchynov -- a close ally of former Prime
Minister Tymoshenko who was released from prison the day before -- was chosen to be the
interim President of Ukraine ahead of fresh elections set for May 25, 2014. Opposition leader,
Klitschko, confirmed he intended to contest those election.

Meanwhile, the immediate focus for interim President Turchynov would be on the stability of the
country. He said his first task would be to form a unity government and deal with the country's
economic challenges. Those challenges would be complicated by the revelations that former
President Yanukovich may have raided the nation's coffers. Arseny Yatseniuk, a former economy
minister and candidate for the new prime minister, announced that $70 billion had disappeared into
offshore accounts, saying, "The state treasury has been robbed and is empty."

Also of significance was the fact that interim President Turchynov made clear that Ukraine under
his temporary leadership would turn westward and look to strengthen ties with the European
Union. He said, "We have to return to the family of European countries." This westward
orientation was frowned upon by Russia, which was adamant that it did not intend to easily accept
a Ukraine without Yanukovych. Indeed, Russia recalled its ambassador from Ukraine for
"consultations."

As February 2014 was drawing to a close, the new interim government of Ukraine made it clear
that it would seek justice as regards the former president, even calling for Yanukovych to face
charges at the International Criminal Court at the Hague. At issue were the deaths of more than
100 citizens, which were blamed on Yanukovych. The Ukrainian parliament via a resolution called
on the International Criminal Court "to hold Viktor Yanukovych and other high-level people
criminally responsible for issuing and carrying out openly criminal orders."

It should be noted that Yanukovych's whereabouts were unknown for some time, but he was soon
reported to have cropped up in Balaklava in Crimea, in the eastern part of Ukraine, close to the
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Russian naval base at Sevastopol. Yanukovych later emerged to issue a statement from Russia
where he insisted that he remained the true leader of Ukraine. Regardless of the accusations that
he had stolen funds from the national coffers (as noted above), Yanukovych went on to blame
"extremists" and "thugs" for stealing his political power at the helm of Ukraine.

Russia stakes its claim in Crimea:

Irrespective of the ethos of celebration in Kiev, the close of February 2014 was also marked by an
ominous warning from Ukraine's new interim president, Turchynov, who said there were "signs of
separatism" in Russian-speaking Crimea in the eastern part of the country. That warning seemed
prescient as residents of Crimea were soon demanding that the region secede from Ukraine.

Occupied by the Nazis in World War II, Crimea has long been a historic battleground through the
course of history. It was the central locus of the Crimean War involving Russia and the French-
British-Ottoman alliance in the 19th century. Further back, Scythians, Greeks, Huns, Bulgars,
Turks, Mongols, and others occupied or invaded the territory, which was also part of the Roman
and Byzantine empires in ancient times.

Crimea came under Russian/Soviet jurisdiction but was transferred to Ukraine as a "gift" by Nikita
Khrushchev in 1954. In more recent times, the Russian naval base has been located at Sevastopol
in Crimea, with the Russian Black Sea Naval Fleet based on the Crimean coast.

To date, the population of Crimea has remained heavily ethno-linguistically Russian, however,
ethnic Tartars -- as the indigenous people of Crimea -- also call the region home, and do not
necessarily align with the dominant pro-Russian sentiment there. Indeed, ethnic Tartars take a dim
view of Russia and the Soviet past, even harboring deep resentment over the dark days of Stalin's
rule when their people were deported en masse to Central Asia.

Given this complex socio-cultural composition of Crimea, the Russian role in the region was
emerging as a primary concern in the initial days after Ukraine's 2014 uprising. Moscow made it
clear that it would not engage with the new government of Ukraine, which it viewed as illegitimate,
and also pointed to the ethno-linguistic Russian population of eastern Ukraine, suggesting that they
might need "protection" from Russia in the face of the new pro-Western leadership in Kiev. Going
a step further in the direction of sabre rattling, Russia soon placed 150,000 combat troops on alert
for war games close to the border with Ukraine -- presumably in preparation to take up the mission
of "protecting" the Russian ethno-linguistic population of Crimea. The fact that there was no sign
of violence against ethno-linguistic Russians, this move by Moscow was regarded with great
suspicion.

The West had a very different view and wasted no time in expressing support for the interim
leadership of Ukraine, and warning Russia from intervening into Ukrainian affairs. At a meeting of
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the European parliament, European Commission President Jose Manuel Barroso said, "I launch
from here an appeal to all our international partners, in particular Russia, to work constructively
with us to guarantee a united Ukraine that can be a factor for stability in the European continent."
He also expressed the European view that the removal of Yanukovych was the result of the will of
the Ukrainian people and an act of self-determinism, saying, "The winds of change are knocking
again at Ukraine's doors; the will of the people must prevail." The United States struck a similar
chord, with the Obama white House urging Russia to respect Ukraine's territorial integrity. White
House spokesperson Josh Earnest said, "We urge outside actors in the region to respect Ukraine's
sovereignty and territorial integrity, to end provocative rhetoric and actions, to support
democratically established transitional governing structures and to use their influence in support of
unity, peace and an inclusive path forward." Meanwhile, in an interview with MSNBC, United
States Secretary of State John Kerry said, "We're hoping that Russia will not see this as sort of a
continuation of the Cold War...We do not believe this should be an East-West, Russia-United States
(issue)."

But the landscape in Ukraine was quickly turning tumultuous. The stakes in an East-West
confrontation intensified on Feb. 26, 2014 when rival groups of demonstrators -- some of whom
were pro-Russian and others who wre anti-Russian -- erupted at the parliament building in
Ukraine's Crimea region. The scene devolved further when armed men seized control of the
parliament of Crimea in the regional capital Simferopol, declared Crimea to be an autonomous
entity with its own constitution, and raised the Russian flag.

The area was soon being patrolled by Russian-speaking persons clothed in military garb but
without specific insignias. Reporters on the scene asked some of these individuals where they
were from and were told "Russia" in response. A Ukrainian official, Sergiy Kunitsyn, said in an
interview with the media that Russian jets carrying troops had landed at a military air base near
Simferopol. This claim by Kunitsyn was being treated as an unconfirmed report; however,
videotaped footage soon emerged that appeared to show Russian planes flying into Crimea.
Subsequently, further reports emerged suggesting that two Russian anti-submarine warships were
spotted off the coast of Crimea in violation of prevailing agreements that limit the presence of
Russia's Naval Fleet in the Black Sea.

Alarmed at the prospect of Russia either surreptitiously or even actively advancing into Ukraine,
three former Ukrainian presidents -- Leonid Kravchuk, Leonid Kuchma, and Viktor Yushchenko -
- crossed partisan lines to jointly accuse Russia of "direct interference in the political life in
Crimea." Meanwhile, Ukraine's interim President Turchinov demanded that Russia remain within
its military confines at the naval base saying, "I am appealing to the military leadership of the
Russian Black Sea fleet...Any military movements, the more so if they are with weapons, beyond
the boundaries of this territory (the base) will be seen by us as military aggression."

At the international level, NATO joined the fray as it urged Russia to refrain from doing anything
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that would "escalate tension." As well, United States Secretary of State John Kerry reminded
Russia that it has eschewed foreign intervention into the affairs of sovereign countries, saying: "For
a country that has spoken out so frequently ... against foreign intervention in Libya, in Syria, and
elsewhere, it would be important for them to heed those warnings as they think about options in
the sovereign nation of Ukraine." Kerry added, "I don't think there should be any doubt
whatsoever that any kind of military intervention that would violate the sovereign territorial
integrity of Ukraine would be a huge -- a grave -- mistake."

On Feb. 28, 2014, United States President Barack Obama also registered his own warning to
Russia, noting that "any violation of Ukraine sovereignty... would be deeply destabilizing" and
pointing to the potential "costs" of Russian intervention into Ukraine.

This warning fell on deaf ears. It was now evident that pro-Russian cadres of armed men were
controlling major swaths of Crimea. Ukrainian interim President Turchynov thus accused Russia of
trying to provoke an "armed conflict" in his country. Turchynov suggested that Russian President
Putin was trying to get the new interim government of Ukraine to react to Russian provocations
in a way that would justify the Russian annexation of Crimea. Turchynov pointed to the fact that
this modality had been used before by Russia in the Georgian territories of South Ossetia and
Abkhazia in 2008, which also were home to large ethno-linguistic populations but were legally
under Georgian jurisdiction. Indeed, the Ukraine/Crimea issue was clearly reminiscent of the
Russian intervention into the Georgia/South Ossetia crisis in 2008 since both scenarios involved a
Russian ethno-linguistic population in semi-autonomous enclaves of countries that were longer
part of the Soviet Union. The only conclusion was that Russia believed it was entitled to control
swaths of territory where there was a Russian cultural connection.

Interim President Turchynov's claim that Russia was trying to provoke conflict found resonance a
day later on March 1, 2014 when the Russian parliament voted unanimously to approve the use of
military force "in connection with the extraordinary situation in Ukraine, the threat to the lives of
citizens of the Russian Federation, our compatriots" and also to protect the Black Sea Fleet in
Crimea. Russian President Vladimir Putin said his request for authorization to use military action
in Ukraine would endure "until the normalization of the socio-political situation in that country."
Of concern was the fact that the authorization was for the use of force in Ukraine as a whole --
and not just the flashpoint area of Crimea.

In response, Ukrainian President Turchinov ordered troops to be placed on high combat alert,
while the new foreign minister, Andriy Deshchytsya, said Ukraine had lodged a request with NATO
to "examine all possibilities to protect the territorial integrity and sovereignty of Ukraine." Still, the
new government in Ukraine -- in that job for a week -- displayed remarkable restraint. During a
live address that was broadcast nationally, President Turchynov urged Ukrainians of all
backgrounds to stand united and not succumb to provocations. On the issue of provocation, the
Ukrainian leader had already told contingents in Ukraine not to resist Russian armed operatives in
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Crimea.
International Response:

European countries registered dismay at these developments in their backyard. United Kingdom
Foreign Secretary William Hague expressed "deep concern" over Russia's actions while Swedish
Foreign Minister Carl Bildt characterized Russia's actions as "clearly against international law."
Czech President Milos Zeman poignantly noted that the crisis in Ukraine was a disturbing reminder
of the 1968 Soviet invasion of Czechoslovakia in order to subdue the independence-minded
Prague Spring movement.

United States President Barack Obama reportedly shared a 60-minute telephone call with Russian
President Vladimir Putin in which he repeatedly accused Russia of violating international law and
violating the sovereignty of Ukraine. Putin apparently told Obama that Russia reserved the right to
protect its interests and the interests of the Russian ethno-linguistic population in Ukraine. Stated
differently, Putin was affirming his belief that Russia had the right to invade Ukraine on the basis
of national interests. As a point of clarification, these concerns by Russia could certainly be
addressed with the presence of international monitors rather than via an uninvited intervention of
Russian forces into Ukraine. Moreover, the fact of the matter was that the interim government of
Ukraine had already offered assurances that minority (i.e. Russian) populations within Ukraine
would be respected.

For its part, Ukraine was said to be "mobilized for war," having called up its military reserves.
Arseny Yatseniuk -- now at the helm of the interim Ukrainian government in the position of acting
prime minister -- declared that Russia's actions constituted "the beginning of war and the end of
any relations between Ukraine and Russia." As regards the effective annexation of Crimea by
Russia, Prime Minister Yatseniuk said: "This is not a threat: this is actually the declaration of war
to my country."

At the international level United States Secretary of State John Kerry condemned Russia for its
"incredible act of aggression" saying in an interview with CBS News, "You don't just, in the 21st
century, behave in 19th century fashion by invading another country on a completely trumped-up
pretext." Kerry also floated the possibility of sanctions against Russia and promised that Western
countries would "go to the hilt to isolate Russia."

Already, the United States had announced it would suspend participation in preparing for the G8
summit set to take place in mid-2014 in Sochi, Russia. The United States also made clear that it
would consider having Russia removed from the G8 grouping -- generally believed to be the
political and economic leading nation states of the world. Canada soon joined the United States in
suspending participation in preparatory meetings for the G8 summit and also recalling its
ambassador to Russia. The United Kingdom followed by becoming the third country to end its
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participation in preparatory meetings for the G8 summit. It was to be seen if the remaining G8
nation states -- France, Germany, Italy, and Japan -- would be taking the same stance.

Russia, however, was undeterred by these moves. Indeed, its mission may have well been
accomplished as it now had a firm hold on Crimea and a foothold on Ukrainian territory. Reports
that the new head of the Ukrainian navy, Rear Admiral Denis Berezovsky, had defected to Russian
separatists in Crimea on March 2, 2014, only augmented that Russian foothold. Although the
Ukrainian government in Kiev immediately fired Berezovsky from his post and charged him with
treason, the damage was done. Around the same time, the Kremlin in Russia was resolute as it
asserted its right to intervene in Ukraine, charging that the country was under threat from "ultra-
nationalists" in the aftermath of the ousting of Yanukovych from power.

Russia's stance was publicly augmented by Russia's ambassador to the United Nations, Vitali
Churkin, who submitted a letter to the United Nations Security Council, which was supposedly
from ousted President Yanukovych. That letter cast Ukraine as on the precipice of a civil war and
Russian speakers suffering harsh persecution -- a characterization denied by the new government
of Ukraine. Nevertheless, the letter from Yanukovych called on Russia to intervene, and read as
follows: "I would call on the president of Russia, Mr. Putin, asking him to use the armed forces of
the Russian Federation to establish legitimacy, peace, law and order, stability and defending the
people of Ukraine." According to Churkin, since Yanukovych was Ukraine's legitimate leader, and
not interim President Olexander Turchynov, Russia's actions in Ukraine were justified rather than a
violation of international law, as charged by the West.

United States ambassador to the United Nations, Samantha Power, dismissed Russia's rationale,
saying, "Russian mobilization is a response to an imaginary threat." She continued, "Military action
cannot be justified on the basis of threats that haven't been made and aren't being carried out."
United Kingdom ambassador to the United Nations, Mark Lyall Grant, struck a similar note saying,
"It is clear that these claims have simply been fabricated to justify Russian military action." Indeed,
as noted above, there was no actual sign of persecution or intimidation of Ukraine's ethno-
linguistically Russian population. NATO Secretary General Anders Fogh Rasmussen joined the
fray in condemning Russia for continuing to "violate Ukraine's sovereignty and territorial
integrity," and thus creating "serious implications for the security and stability of the Euro-Atlantic
area."

Clearly, the East-West division was hardening -- but at a time when Russian military forces were
on the ground in Ukraine and in control of Crimea. An anonymous Western official was cited by
Reuters News as saying, "This is probably the most dangerous situation in Europe since the Soviet
invasion of Czechoslovakia in 1968... Realistically, we have to assume the Crimea is in Russian
hands. The challenge now is to deter Russia from taking over the Russian-speaking east of
Ukraine." The Russian grip on Crimea was confirmed on March 2, 2014, when United States
officials noted that Russia had "full operational control" over the entirety of Crimea.
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Late on the night of March 2, 2014, a joint statement of the world's seven major industrialized
powers expressed harsh condemnation of Russia's invasion and apparent occupation of Crimea in
the Ukraine. The statement, which was released from the Obama White House in the United
States, read as follows: "We, the leaders of Canada, France, Germany, Italy, Japan, the United
Kingdom, and the United States, and the President of the European Council and President of the
European Commission, join together today to condemn the Russian Federation's clear violation of
the sovereignty and territorial integrity of Ukraine...We have decided for the time being to suspend
our participation in activities associated with the preparation of the scheduled G8 Summit in Sochi
in June." The G7 nations also offered de facto support for Ukraine by declaring that they were
ready "to provide strong financial backing to Ukraine."

To that end, United Kingdom Foreign Secretary William Hague had departed for Kiev for talks
with the new Ukrainian government for the purpose of solidarity. United States Secretary of State
John Kerry arrived in Kiev on March 4, 2014 to show support for the new interim government of
Ukraine, but also armed with a package of $1 billion in loan guarantees for Ukraine and pledges of
technical assistance for Ukraine’s national bank and finance ministry. He also offered assistance in
preparations for fresh elections. While Kerry was in flight, the United States Department of State
was in the process of putting together punitive sanctions against Russia. As well, the European
Union was considering its own sanctions, including possible travel bans and targeted economic
measures, if Russia failed to "de-escalate" its threat of military force against Ukraine. The
European Union was also floating the notion of paying Ukraine's bill to Russia for gas bills totaling
$2 billion. Collectively, the effort was aimed at ensuring that Ukraine was positioned to withstand
the reduction of energy subsidies from Russia, which was almost certain to occur in short order.

It was apparent that the diplomatic isolation -- however symbolic -- of Russia had begun. Of
course, there was no sign that Russian President Putin was viewing the situation through the lens
of economic pragmatism. While the Russian ruble had plunged to an all-time low amidst the
chaos, Putin was buoyed by the national support he was getting from Russians at home for taking
a hardline approach to Ukraine. In fact, Putin continued to advance the view that Ukraine was
embroiled in a state of chaos, having been taken over by extremists, and that Russia was simply
doing its duty by protecting the Russian population. Making the matter more perplexing was the
Russian president's claim that the troops that seized control of Crimea were not actually under
Russian command, but simply inspired activists functioning organically in the face of Ukrainian
oppression. Of course, the West reacted to this claim with utter disbelief and ridicule.

From Kiev, United States Secretary of State Kerry deconstructed Putin's stance on Ukrainian
oppression of Russian speakers saying, "I think that it is clear that Russia has been working hard to
create a pretext for being able to invade further. " He continued, "Russia has talked about Russian-
speaking minority citizens who are under siege... They're not. It is not appropriate to invade a
country and dictate what you want to achieve at the end of the barrel of a gun." Kerry also praised
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the new government of Ukraine, headed by interim President Turchynov, noting that he had
shown Herculean restraint in the face of provocation.

Later on March 4, 2014, there were high level efforts being made at the diplomatic level in Paris
between envoys from Russia, Ukraine, United States, United Kingdom, and France, to find a
resolution to the Ukraine/Crimea crisis. Those meetings ended without any progress being made.

United States Secretary of State Kerry tried to place a positive spin on his meeting with Russian
Foreign Minister Sergei Lavrov as he said, "Don't assume that we did not have serious
conversations which produced creative and appropriate ideas on how to resolve this, we have a
number of ideas on the table." Kerry continued, "I don't think any of us had an anticipation that
we were coming here at this moment, in this atmosphere of heightened tension and confrontation,
that we were suddenly going to resolve that here, this afternoon."

But the truth was the Russia had defiantly ignored the West's calls for its forces to withdraw from
Crimea and return to military barracks and bases. As well, the Russian delegation refused to
acknowledge -- far less meet with -- the Ukrainian delegation. Moreover, Russian authorities were
also advancing the erroneous notion that an agreement was reached with Western powers over
returning to the European Union-brokered peace deal that was on the table prior to the ousting of
Yanukovych. The United States Department of State thus responded by denying that such a deal
existed, with an official saying: "There were no agreements in this meeting, and there never will be
without direct Ukrainian government involvement and absolute buy-in."

The lack of progress, coupled with Russian defiance, spurred NATO to announce from Brussels
that it would curtail cooperation with Russia. Instead, NATO announced that it would intensify
its engagement with the new government of Ukraine. As well, the United States also announced
that it would double the number of fighter jets its furnishes for NATO air patrol missions in the
Baltic regions and increase air force training with Polish forces. Furthermore, the United States
Pentagon was deploying a Navy destroyer to the Black Sea. These moves were sure to aggravate
Russian authorities, who certainly did not wish to see a heavier American military footprint in their
backyard. Once again, the underlying theme was ongoing East-West dissonance.

Meanwhile, the United States, Canada, and various European countries were moving forward with
punitive actions against Russia. President Barack Obama of the United States delineated his first
concrete punitive measures against Russia for "threatening the sovereignty and territorial integrity
of Ukraine" by freezing the United States assets of Ukrainians deemed to have undermined the
democratic process in Ukraine, and instituting a travel ban in the form of visa restrictions on
several Russian and Ukrainian officials. Various European Union countries announced they would
also freeze the assets of Ukrainians suspected of misappropriating state funds and human rights
abuses; the list included ousted Ukrainian President Yanukovich, former Prime Minister Mykola
Azarov. The European Union also warned again that if Russia failed to de-escalate tensions, then
the regional body was prepared to move forward with sanctions. French President Francois
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Hollande said, "There will be the strongest possible pressure on Russia to begin lowering the
tension and in the pressure there is, of course, eventual recourse to sanctions." Canada announced
economic sanctions on members of the ousted government of Yanukovych. Already Canadian
Prime Minister Stephen Harper had recalled his ambassador from Russia.

Flashpoints

While at this point there was no bloodshed in the Ukrainian-Russian crisis, it should be noted that
on March 5, 2014, a United Nations special envoy -- Robert Serry of the Netherlands -- was
detained in Russian-occupied Crimea outside the naval headquarters in Simferopol. Serry was
forced to depart the region without even having the chance to collect his belongings. United
Nations Deputy Secretary-General Jan Eliasson expressed outrage over the incident, saying that
Serry was "seriously threatened." As well, a mission of unarmed military observers from the pan-
European Organization for Security and Cooperation in Europe (OSCE) was prevented from
entering Crimea.

Also on March 5, 2014, Russia intensified its provocation of the Ukrainian/Crimean crisis by test-
firing an intercontinental ballistic missile -- the Topol RS-12M -- from Russia's Kapustin Yar test
range near the Caspian Sea in the direction of the Sary Shagan range in Kazakhstan. The Russian
defense forces said that the missile launch was intended to test the payload of the nuclear missile
and went off successfully using a dummy warhead. The Russian armed forces also said that the
United States had been notified in advance of the missile test, in keeping with prevailing bilateral
arms treaties. Still, the action only served to heighten tensions further in the region where Cold
War memories were being stirred at a furious rate.

Anxiety over the future of Ukraine, and the fate of Crimea in particular, dramatically increased on
March 6, 2014, when Crimea's parliament voted unanimously to secede from Ukraine and "to
enter into the Russian Federation with the rights of a subject of the Russian Federation." A date
for a referendum was set for mid-March 2014. Following that referendum, whose outcome was
almost certainly ratification, all state property would be "nationalized" and the Russian ruble would
be adopted. As well, all Ukrainian troops in Crimea would be forced to either depart or surrender,
or face captivity as foreign occupying forces. The move served only to cast further turmoil into
the cauldron of Crimea.

Western countries made it clear that they would not accept the outcome of the Crimean
referendum, noting that it would be in contravention to international law. For its part, Ukraine said
that the referendum was illegal and warned that Ukraine's armed forces was prepared to respond if
Russian intervention escalated any further into Ukrainian territory.

On March 8, 2014, the international stakes heightened when pro-Russian soldiers in Crimea fired
warning shots at a team of international observers from the Vienna-based OSCE. Although there
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were no casualties in the incident, it showed continuing intransigence on the part of the pro-Russian
forces who asserted that the OSCE, which was invited by the Ukrainian government, did not have
its permission to enter Crimea. As noted above, previous attempts made by the OSCE to enter
Crimea were also met with resistance.

A day later on March 9, 2014, pro-Ukrainian activists were attacked and beaten by pro-Russian
and Cossack cabals during a rally in the Crimean city of Sevastapol. The rally centered on the
celebration of Taras Shevchenko, a Ukrainian poet and national hero. The pro-Russians and
Cossacks attacked those attending the rally, presumably for their pro-Ukrainian inclinations. The
incident highlighted the irony of Russia's position in noting that its presence was needed in Crimea
to "protect" the ethno-linguistic Russian population of the region. Indeed, the persons needing
protection In Crimea on this day were Ukrainians and pro-Ukrainians and not ethnic Russians.

For its part, Moscow dismissed the notion that it played any role in the escalating the Ukranian
crisis, even rejecting the notion that it sent troops into Crimea, and saying instead that it simply
supported the local defense forces who happen to be pro-Russia. Russian Foreign Minister Lavrov
even suggested that the Ukrainian crisis was "artificially" created by Kiev "for purely geopolitical
reasons."

International Action (and Inaction)

Together, the events at the start of March 2014 likely strengthened the resolve of the West to enact
further measures against Moscow for failing to defuse the crisis. To that end, the United States
announced that it would be welcoming interim Ukrainian Prime Minister Arseny Yatseniuk to
Washington for talks on how to end turmoil rocking Europe.

Meanwhile, the countries of Europe along with the United States emphasized its views of Russia's
action as aggression against Ukraine and again warned that any active annexation of Crimea would
end the diplomatic track. The West also reminded Russia and pro-Russian entities controlling
Crimea that most of the world would not recognize the results of the illegal referendum in Crimea.

The European Union on March 12, 2014, also agreed on a framework for sanctions against Russia.
The sanctions would mirror United States measures, as they would include travel bans and asset
freezes.

As well, NATO determined that it would cease cooperation with Russia, while deploying
reconnaissance planes in Poland and Romania to monitor the Ukrainian crisis. This measure by
NATO was sure to annoy Russia, which has long eschewed the presence of Western powers in
eastern Europe, which it considers to be its own "backyard."

Despite these moves, the fact of the matter was that NATO has not been eager to enter into the
Ukrainian/Crimean crisis. It has tred lightly into this landscape, noting that because Ukraine was
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not a NATO member state, there was no actual obligation to protect it. However, Ukrainian acting
Prime Minister Arseny Yatseniuk has noted that under a 1994 disarmament treaty, known as the
Budapest Memorandum, Ukraine agreed to give up its Soviet nuclear weapons in return for
assistance from Russia and the West in defending Ukraine's sovereignty. He posed the following
question: "What does the current military aggression of the Russian Federation on Ukrainian
territory mean?" He then continued, "It means that a country which voluntarily gave up nuclear
weapons, rejected nuclear status and received guarantees from the world's leading countries is left
defenseless and alone in the face of a nuclear state that is armed to the teeth.

In truth, the United States and the European Union were more likely to offer financial aid and
public declaration of solidarity than military support to an encroaching Russia, which was quite
likely to officially annex Crimea following the ratification of Russian unity on March 16, 2014. But
that move would inevitably highlight the fact that European countries unfortunate enough to be on
Russia's radar could also be subject to annexation while facing no serious consequence for violating
the modern international order, which it founded on the notion of sovereignty.

Tensions were on the rise in Crimea in the second week of March 2014 as troops believed to be
Russian, in conjunction with local militias, seized control of a military hospital in the regional
capital Simferopol. As well, pro-Russian armed troops, described as "self defense forces,"
blockaded Ukrainian troops from entering Crimea, even as Russia itself denied that it was
participating in such blockades.

Tensions were on the rise elsewhere in eastern Ukraine as pro-Ukrainian and pro-Russian activists
clashed in the cities of Kharkiv and Donetsk, where at least one person was killed.

Sensing that the scene was taking a dark turn, Ukraine's interim President Oleksander Turchinov
had established a new National Guard and called on the international community for assistance in
dealing with what it cast as Russian aggression. Acting Prime Minister Arseny Yatseniuk
vociferously blamed Russia for the current crisis, and for actively undermining the global security
structure as he declared, "This is not a two-sided conflict. These are actions by the Russian
Federation aimed at undermining the system of global security.

United States President Barack Obama promised to "stand with Ukraine" and chastised Russia
saying, "It is absolutely unacceptable to have Russian boots on the Ukrainian ground in the 21st
century, violating all international deals and treaties." President Obama also warned his Russian
counterpart, President Vladimir Putin, that the international community would be forced "to apply
costs" if Russia did not remove its troops from Crimea. However, the actual value of those costs
was a matter of debate. Given Russia's reserves, the combination of travel bans, asset freezes,
and sanctions were unlikely to do much damage to a country more intent on reconstituting its
Soviet domain.
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That being said, President Obama was not alone. The leaders of most of the world's leading
industrialized countries -- the United Kingdom, France, Germany, Italy, Canada, and Japan --
issued similar stances in repudiation of Russia's actions in Crimea and in solidarity with Ukraine.

A statement from the leaders of the G7 nation states -- the United States, the United Kingdom,
France, Germany, Italy, Canada, and Japan -- demanded that the referendum not go forward, That
statement included the following declaration: "In addition to its impact on the unity, sovereignty and
territorial integrity of Ukraine, the annexation of Crimea could have grave implications for the legal
order that protects the unity and sovereignty of all states." Warning Russia of consequences, the
statement continued, "Should the Russian Federation take such a step, we will take further action,
individually and collectively."

Far from being chastened by such promises of condemnation at the international level, Russia
appeared to suggest there was a need for increased -- rather than decreased -- involvement in
Ukrainian affairs. Signaling even further encroachment into Ukrainian territory, Russia expressed
"deep concern" over the activities of "nationalists" in eastern Ukraine and the need to provide
security in that country against a backdrop of "radicals.

It was to be seen how Russia would explain its incursion into Ukrainian territory and its audacious
seizure of a gas plant in the eastern part of the country as being a measure of "protection" against
radicals. Indeed, on March 15, 2014, approximately 80 Russian troops landed by helicopter in
Ukrainian territory and seized control over a natural gas terminal. Ukraine responded by
stationing its own troops outside the facility and issuing a statement that read as follows: "Ukraine
reserves the right to use all necessary measures to stop the military invasion by Russia.”

One glimmer of hope emerged in the form of a temporary truce over the blockade of Ukrainian
military units in Crimea; on March 21, 2014, that blockade was scheduled to be lifted.

Meanwhile, the West attempted to condemn Crimea's secession referendum, and issue its support
for Ukraine's sovereignty, by moving forward with a resolution in the United Nations Security
Council. As expected, Russia -- as a veto-wielding permanent member -- vetoed the draft. Every
other Security Council member voted in favor of the measure, with the exception of China, which
abstained from the vote. Normally, China has joined Russia in controversial votes at the Security
Council, such as action on the Syrian civil war. But in this case, with territories such as Tibet in
mind, China was seemingly interested in delivering the message of its pro-sovereignty/non-
interventionist stance.

The inaction at the Security Council was reminiscent of the Cold war era in which both sides
habitually vetoed the other's measures, essentially creating a state of diplomatic paralysis.

The United States ambassador to the United Nations, Samantha Power, characterized Russia's
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veto of the measure as a "sad and remarkable moment" and cast Russia as "isolated, alone and
wrong." Undaunted, Russia's ambassador to the United Nations, Vitaly Churkin, asserted that
Crimea's referendum was needed to fill the "legal vacuum" in the aftermath of Ukraine's "coup
d'etat."

With Crimea's referendum only days away, there were last minute talks between Russian Foreign
Minister Lavrov and United States Secretary of State Kerry to find a negotiated settlement. That
meeting ended in failure with Lavrov declaring that Kerry's package of solutions were "not suitable:
because they take "the situation created by the coup as a starting point." Because Russia viewed
the overthrow of Yanukovych as illegal, it was not swayed by the arguments of the West. Clearly,
an impasse was at hand.

Crimea votes for secession from Ukraine and unity with Russia

On the eve of the referendum in Crimea, the United States and the European Union repeated their
threats to slap further sanctions on Russia, and warned that the ratification (i.e. an affirmative vote
to unite with Russia) would not be internationally recognized.

Nevertheless, on March 16, 2014, voters went to the polls in Crimea to participate in a hastily
organized referendum aimed at ratifying its breakaway from Ukraine and its union with Russia.

The move was largely viewed as an illegal move that contravened against international law, and as
discussed above, it was guaranteed to be rejected by most countries of the world.

The referendum itself was being regarded as something of a sham as no international monitors
were present to witness the event, while accredited journalists were required to pledge not to report
"negative news." Meanwhile, with the region's original but minority Tartar population boycotting
the vote, the outcome was almost guaranteed to be ratification of a proposed union with Russia.

Indeed, once the votes were counted, as many as 95 percent of voters in Crimea had backed
secession from Ukraine and unity with Russia. Celebratory crowds were on the streets rejoicing
the move to join with Russia, with many people expressing the view that they would now be
"protected" by Russia. Sergey Aksyonov, the businessman who actually won only five percent in
the Crimean assembly in the previous elections but who installed himself as Crimea's regional
leader following Russia's de facto takeover of Crimea was also celebrating the vote in favor of
unity with Russia. He also insisted that the vote was free and fair, irrespective of the fact that
there were no monitors and a prevailing boycott by the Tartar population.

On March 17, 2014, one day after Crimea voted to join Russia, the United States and the
European Union imposed personal sanctions on Russian and Crimean officials believed to be
involved in the annexation of Crimea. This punitive action was intended as a rebuke against the
illegal vote. But these moves were being regarded as insignificant by Russia, which some officials
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making sport of them via social media.

For its part, Crimea officially requested that the "Republic of Crimea" be admitted as a new subject
to the Russian Federation. On the Russian side of the equation, Russia recognized Crimea as a
sovereign entity. Russian President Putin was set to address the Russian parliament at which time,
presumably, he would make clear whether or not his country intended to officially annex Crimea.
Finally, Ukraine insisted that it would not accept these moves by Crimea and Russia, and that its
sovereignty and territorial integrity should be respected.

United Kingdom Prime Minister David Cameron urged the European Union to send "a very clear
warning" to Russia, and suggested that Russia be permanently expelled from the G8 group. As
well, United States Vice President Joe Biden, on a trip to Europe, warned Russia that it was on a
"dark path" to isolation. Vice President Biden asserted, "As long as Russia continues on this dark
path, they will face increasing political and economic isolation." During a session of the United
Nations Security Council, United States Ambassador Samantha Power declared, "Russia it seems
has re-written its borders but it cannot rewrite the facts." Likewise, NATO condemned Russia for
attempting to "redraw the map of Europe."

But the admonishments and warnings from the United States, the United Kingdom, and NATO
fell on deaf ears. Indeed, around the same time, Russian troops consolidated their hold on Crimea
by seizing Ukrainian naval bases in Crimea, including the headquarters in Sevastopol where the
Russian flag was raised. As pro-Russian forced took control of the Ukrainian naval headquarters in
Sevastopol, they also managed to capture the commander of the Ukrainian navy, Admiral Serhiy
Haiduk, along with several others. Haiduk was only released after Russian authorities in Moscow
intervened.

Russia formally annexes Crimea

On March 19, 2014, Russian President Vladimir Putin -- in defiance of international condemnation
and Western sanctions, signed a treaty making Crimea part Russia. President Putin delivered a
triumphant address to the Russian parliament in the Kremlin celebrating the return of Crimea to
the Russian fold. Side-stepping the reality that the Crimea referendum had been held under
Russian occupation, and with nary a word for Crimea's ethnic Tartars, Putin said the referendum
result showed the will of the Crimean people to reunite with the Russian homeland. He said, "The
hearts and minds of people, Crimea has always been and remains an inseparable part of Russia."

Putin also excoriated the West for its hypocrisy, pointing to the fact that many of those Western
countries had supported the independence bid of Kosovo (home to a predominantly ethnic
Albanian population) from Serbia (an ethnically Slavic nation state). Putin claimed that the West
now wanted to deny Crimea the same right to follow its own identity-driven path. To raucous
applause in the Kremlin, Putin declared: "You cannot call the same thing black today and white
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tomorrow." He also had harsh words for Ukraine's new government, casting them as "neo-Nazis,
Russophobes, and anti-Semites."

Putin had a message for Ukraine, suggesting that Russian aggression against that country had now
ended and there was no reason to fear a Russian push further into Ukrainian territory. He said,
"Don't believe those who try to frighten you with Russia and who scream that other regions will
follow after Crimea...We do not want a partition of Ukraine. We do not need this."

For its part, Ukraine seemed to accept the reality that it had lost Crimea. Ukrainian authorities
announced that they would be withdrawing soldiers and their families from Crimea in an orderly
manner. As well, Ukraine with its far less superior military sought to lessen the prospects of
further Russian encroachment by stating that it had no intention of joining NATO and vowing to
disarm nationalist militias.

Perhaps these assurances and the plan for withdrawal were driven by the fact that the first death
associated with the crisis had been a Ukrainian soldier who died when his base came under attack
by Russian forces in the Crimean town of Simferopol. Although Ukrainian Prime Minister Arseny
Yatseniuk cast the death of the soldier as a "war crime," and even as President Oleksander
Turchinov instructed Ukrainian troops in Crimea "to use weapons to defend and protect the lives
of Ukrainian servicemen," the fact of the matter was that the losses of life and territory were being
experienced on the Ukrainian side of the equation.

Indeed, one could argue that Russia had effectively "won" this round of confrontations, by seizing
Crimea from that country and by not having to pay a price for the violation of sovereignty. Russia
was gaining even further rewards with these aforementioned assurances from Ukraine.

Note that on March 21, 2014, having secured parliamentary support for the move, Russian
President Vladimir Putin formally signed into law the annexation of Crimea.

Ukraine Moving Forward

Regardless of its effective loss of Crimea, Ukraine was moving forward with its pro-European
stance and signed an association agreement with the European Union on March 21, 2014.
European Union President Herman Van Rompuy hailed the agreement, saying, "Today, we are
signing the [association] agreement's political provisions. It shows our steadfast support for the
course the people of Ukraine have courageously pursued. Today is but the opening act. We expect
to soon sign the agreement's remaining parts, not least the economic provisions. Together with the
political ones, they form a single instrument."

Ukrainian Prime Minister Arseniy Yatsenyuk celebrated the signing of the agreement, saying, "This
deal covers the most existential and most important issues, mainly security and defense
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cooperation. This deal will establish a joint decision-making body, which is to facilitate the process
of real reforms in my country. And this deal meets the aspirations of millions of Ukrainians that
want to be a part of the European Union." Underlining Europe's commitment to Ukraine was the
statement by the president of the European Commission, Jose Manuel Barroso, who asserted:
"This is the democratic choice that Ukraine has made. It is our firm intention to sign the remaining
parts of the agreement in due course. Europe is committed to Ukraine for the long term."

Of course, that association agreement was the very foundation of the unrest in Ukraine in late 2013
through 2014, that ended in the ousting of Yanukovych, and ultimately spurred Russian
encroachment into Crimea. To that latter end, on the same day as Ukraine signed the Association
Agreement with the European Union, having secured parliamentary support for the move, Russian
President Vladimir Putin formally signed into law the annexation of Crimea.

Meanwhile, at the political level, opposition figure, Klitscho, who played a central role in the
protests of 2013 and 2014 in Ukraine announced that he would not be pursuing the presidency.
Instead, he said that he intended to run for the post of mayor of Kiev and placed his support for
the presidential contest behind businessman Petro Poroshenko, who also was a central player in
Ukraine's anti-Russian/pro-European uprising. It was to be seen if the consolidation of support
around Poroshenko would stave off victory by Tymoshenko, who also announced her bid for the
presidency. Now released from prison under the presidency of Yanukovych for largely political
reasons, it was to be seen if Tymoshenko -- still, a polarizing figure -- could secure the most
painful revenge against ousted Yanukovych by winning the post he held only a few months prior.

Is Russia setting its sight on the Moldovan territory of Trans-Dniestr?

As March 2014 entered its final week, and as Russia had its foot firmly implanted in Crimea,
anxieties about Russian territorial ambitions were sparked again -- but this time on the former
Soviet republic of Moldova. At issue was the disputed territory of Trans-Dniestr which resides
under the jurisdiction of Moldova while harboring separatist ambitions.

Shortly after Moldova declared its independence from the Soviet Union in 1991, Trans-Dniestr
declared its independence from Moldova, sparking an armed conflict between Moldovan and
Trans-Dniestrian forces. The Organization for Security and Cooperation in Europe (OSCE) has
remained involved in negotiations over Trans-Dniestr’s status since the conflict began, though a
long series of negotiations have thus far failed to produce a final status agreement. Moldova has
tried to accommodate its ethnn-linguistic Russian minority in the region by offering broad cultural
and political autonomy. But given Russia's success in Crimea, it was to be seen if the Russian
argument that it must act to "protect" ethno-linguistic Russians would hold sway in Moldova. The
Russia argument in that direction would be aided by the call from the speaker of Trans-Dniestr's
parliament for Russia to incorporate the region.
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The attention of Trans-Dniestr emerged in late March 2014 as speculation arose about Russia using
its many political and economic levers to prevent Moldova from moving forward with its Western
integration effort. At the top of Russia's list of objectives was likely to be the derailment of
Moldova's proposed association and trade agreements with the European Union. Moldova
completed the initial rounds of signatures in late 2013 during a summit in Vilnius (Lithuania) -- the
same meeting at which former Ukrainian President Yanukovych rejected the deals. With Moldova
set to sign on to the association agreement officially in mid-2014, it was to be seen if Russia would
leverage its power to prevent that from occurring.

Meanwhile, on March 25, 2014, Russia held military exercises in Trans-Dniestr. NATO's Supreme
Allied Commander Europe, United States Air Force General Philip Breedlove has noted that Russia
had built up a "very sizeable" force on its border with Ukraine, that could easily be activated
elsewhere in the region. Chief among the possibilities for expanded Russian encroachment,
according to Breedlove, was the Moldovan territory of Trans-Dniestr. In his remarks to the
Marshall Fund think tank, Breedlove said, "There is absolutely sufficient (Russian) force postured
on the eastern border of Ukraine to run to Trans-Dniestr if the decision was made to do that, and
that is very worrisome." Breedlove thus added, "We need to think about our allies, the positioning
of our forces in the alliance and the readiness of those forces ... such that we can be there to
defend against it if required."

Of course, given the lack of international action -- including on the part of NATO -- in punishing
Russia for seizing Crimea, it was barely conceivable that NATO would act to save Moldova's
territorial integrity, should Russia choose to incorporate Trans-Dniestr. To date, Russia has paid no
price for its action in the Russian-speaking regions of South Ossetia and Abkhazia, which remain
officially under Georgian jurisdiction. As well, sanctions and condemnations against Russia for
annexing Crimea has resulted in only mocking responses from the Russian political class.

UN General Assembly declares Crimean independence referendum to be invalid:

On March 27, 2014, the United Nations General Assembly passed a non-binding resolution
declaring Crimea's independence referendum, and its associated secession from Ukraine, to be
invalid. The approved declaration dismissed the vote in Crimea as "having no validity" and noted
that it "cannot form the basis for any alteration of the status of the Autonomous Republic of
Crimea or of the City of Sevastopol." The resolution further stated that the United Nations
General Assembly "calls upon all States, international organizations and specialized agencies not to
recognize any alteration of the status" of Crimea and Sevastopol.

There were 100 votes in favor, 11 votes against it, 58 abstentions, while 24 countries did not
participate at all. The countries of the West wasted little time in noting that the overwhelming vote
at the General Assembly to invalidate the Crimean independence referendum showed Russia's
global isolation. Indeed, with only 10 countries willing to officially place themselves on the record
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as being in Moscow's corner, the vote in the United Nations General Assembly was a rebuke of
sorts. That short list included certain "rogue" nations such as North Korea, Sudan, and Syria,
along with countries not known for their democratic records, such as Cuba, Venezuela, Belarus,
and Zimbabwe. Indeed, the vote outcome was illustrative of the fact that Russia held waning
influence on the global stage.

The Russian ambassador to the United Nations Churkin, seemed unwilling to accept the
condemnation by the global community, saying instead, "Historical justice has been vindicated."

He also took comfort in the 58 abstentions, which included China, saying that they implied tacit
support for Russia. In truth, however, there were reports of countries being bullied by Russia into
abstentions. In particular, several Eastern European and Central Asian states were threatened with
retaliation if they voted in favor of the resolution declaring invalid Crimea's referendum on
seceding from Ukraine. Reuters News reported that in interviews with United Nations diplomats,
many of the countries targeted with political and economic threats by Russia included Moldova,
Kyrgyzstan and Tajikistan. Given the geopolitical and geostrategic stakes, it was not surprising that
Kyrgyzstan and Tajikistan opted not to cast a vote at all.

The West was meanwhile making the most of the strong "yes vote." French Ambassador Gerard
Araud declared: "When you lose, you have to be a good a loser...I think Russia is a bad loser. They
lost and they did by 100 votes."

Two days before the vote in the United Nations General Assembly, United States President Barack
Obama was himself employing strong language to diminish Russia's standing in the world. During
a joint news conference with Dutch Prime Minister Mark Rutte, President Obama dismissed
Russia as simply a "regional power," which was threatening its neighbors out of a position of
weakness rather than strength. President Obama added that his country, the United States, had no
need to invade any of its immediate neighbors to maintain its influence on them or force a
cooperative relationship. The following day, speaking from Belgium, President Obama emphasized
his perception that Russia was a waning influence -- no longer a super power on the world stage --
and thus the conflict over Ukraine did not constitute the beginning of another Cold War. President
Obama relentlessly noted that Russia did not lead a bloc of nations, and did not possess a global
ideology that a large number of other countries wished to follow or emulate.

Despite the edgy rhetoric, the diplomatic track continued to move forward with United States
Secretary of State John Kerry holding meetings with his Russian counterpart, Foreign Minister
Sergei Lavrov, on March 30, 2014. Those talks were characterized as "frank" but ended without
any agreement on Ukraine being forged. Russia was reportedly making demands that Ukraine by a
neutral and federal entity while the United States advocated for Ukraine to be at the table where its
own future was being discussed. As noted by Secretary of State Kerry, "This principle is clear: no
decisions about Ukraine without Ukraine." Kerry also expressed "strong concerns" about the
presence of Russian troops on the Ukraine border, while Lavrov insisted that Russia had not plan
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for an invasion of Ukraine. For its part, the Ukrainian foreign ministry cast Lavrov's demands for
a future federal system of government in Ukraine as "patronizing." Clearly, the diplomatic track
had a lengthy distance to be traversed.

NATO suspends cooperation with Russia while looking towards military exercises with Ukraine:

A further blow to Russia's standing internationally came via the news that NATO would be
suspending "all practical civilian and military cooperation" with that country. NATO foreign
ministers made the decision at a meeting in the Belgian capital of Brussels on April 1, 2014, saying
it was in response to Russia's annexation of Crimea. NATO, however, said it would continue with
some degree of political dialogue with Moscow through the NATO-Russia Council, and it would
continue to work with Russia on counter-narcotics efforts.

NATO Secretary-General Anders Fogh Rasmussen said, "I would expect the [NATO-Russian]
counter-narcotics project to continue. It also involves other countries than Russia and I think
Russia has a very strong interest in continuing our strong efforts in countering drugs trafficking. I
would also expect the Afghanistan-related cooperation projects to continue -- the [troop] transit
arrangement as well as the helicopter projects."

Secretary-General Anders Fogh Rasmussen also noted that while NATO would be prepared to
assist Ukraine in its effort to ameliorate its military, it would not be in a position to provide
Ukraine with weapons since all military equipment was actually owned by NATO member states.
Any arms assistance to Ukraine would have to be rendered via "bilateral arrangements between
NATO allies and their partners."

Nevertheless, NATO announced that it would intensify cooperation with Ukraine through military
training. To this end, Ukraine's parliament approved conducting military exercises with NATO
countries later in 2014. NATO would additionally consider the deployment of military assets in
eastern European NATO countries, such as the Baltic states and Poland, which in the post-Soviet
era have consistently been eager to move out of Moscow's orbit and were now disturbed by
Russia's actions in Ukraine.

For its part, Russia continued its campaign of intimidation against Ukraine as it warned that country
not to consider accession to NATO. Russia also threated Ukraine's economic fortune by saying
future economic ties would depend on Ukraine's foreign policy decisions. Russia's state-controlled
gas company, Gazprom, underlined that threat by increasing the price of gas for Ukraine by 40
percent.

Eastern Ukraine is new Flashpoint in Crisis

In the first week of April 2014, eastern Ukraine emerged as a new flashpoint with pro-Russian
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cabals taking control over government buildings in cities such as Luhansk, Donetsk, and Kharkiv.
These pro-Russian separatists were urging Russia and President Vladimir Putin to intervene, even
calling for a Crimea-style referendum in which they could unite with Russia. The government of
Ukraine was in no mood to entertain such notions and, instead, made clear it would restore order
forcibly if necessary.

With an eye on a some sort of resolution, Interior Minister Arsen Avakov said, "A resolution to this
crisis will be found within the next 48 hours." He continued, "For those who want dialogue, we
propose talks and a political solution.” But Avakov also issued a warning as he said, “For the
minority who want conflict they will get a forceful answer from the Ukrainian authorities."

The Obama administration in the United States accused Russia of being behind the effort to
destabilize and ultimately fragment Ukraine. Indeed, United States Secretary of State John Kerry
went so far as to accuse Russian agents of fomenting the separatist sentiment and turmoil in
eastern Ukraine, with the goal of ultimately justifying military action further into Ukrainian
territory. He said, "It is clear that Russian special forces and agents have been the catalyst behind
the chaos of the last 24 hours."

The United Kingdom also joined the chorus with Foreign Secretary William Hague saying that the
mass protests and occupation of government interests in eastern Ukraine bore "all the hallmarks of
a Russian strategy to destabilize Ukraine."

Meanwhile, Ukrainian Prime Minister Arseny Yatseniuk cast the developments as follows: "An
anti-Ukrainian plan is being put into operation ... under which foreign troops will cross the border
and seize the territory of the country." He went on, "We will not allow this."

These claims were not, in actuality, farfetched since it was this very mode of operation that led to
the referendum in Crimea, and ultimately, its annexation by Russia, as discussed above. In fact, in
the second week of April 2014, Anders Fogh Rasmussen -- the head of NATO -- echoed the view
that the unrest in eastern Ukraine was reminiscent of what had transpired in Crimea and placed the
blame on Russia. Rasmussen made note of the "reappearance of men with specialized Russian
weapons and identical uniforms without insignia, as previously worn by Russian troops during
Russia's illegal and illegitimate seizure of Crimea." United States Secretary of State John Kerry
went further, noting that the uprisings in eastern Ukraine "could potentially be a contrived pretext
for military intervention just as we saw in Crimea."

For its part, Russia dismissed the accusations, insisting that any uprising in eastern Ukraine was
merely a natural development on the political scene. Left unmentioned was the fact that Russia
was maintaining its buildup of military forces on the border with Ukraine. In an interview with
ABC News, Samantha Power, the United States ambassador to the United Nations, rejected
Russia's claim that unrest in eastern Ukraine was an organic occurrence. Pointing to the systematic
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manner in which pro-Russian militants were able to take control of government interests in
Ukraine, she said, "It's professional, co-ordinated. Nothing grassroots about it."

Meanwhile, plans were afoot for a meeting that would include representatives from Russia,
Ukraine, the United States and the European Union. On the agenda was a negotiated resolution to
the Ukrainian crisis, although the actual feasibility of such an agreement was a matter of debate.

According to United States diplomat, Victoria Nuland, there were no high hopes for a resolution
being forged; however, she expressed the view that it was important to keep the "diplomatic door
open."

But by mid-April 2014, the diplomatic door appeared to be closing. Pro-Russian forces were
holding sway over an increasing number of government buildings, and the unrest was spreading to
other eastern Ukrainian cities, such as Sloviansk, Kramatorsk and Druzhkivka. Outraged over
what they perceived as Russian intervention into Ukrainian affairs, by backing pro-Russian mobs in
eastern Ukraine, Acting President Oleksandr Turchynov drew a symbolic line in the sand and
declared that a military operation would be launched to oust the pro-Russian cabals.

In a national address that was broadcast in the media, Acting President Turchynov warned that
the government of Ukraine would not allow pro-Russian forces to repeat what was done in
Crimea, and which ultimately ended with the annexation of that region by Russia. Referring to
Russia directly as the source of unrest in eastern Ukraine, the president said: "The aggressor... is
continuing to sow disorder in the east of the country." He continued, "We will not allow Russia to
repeat the Crimean scenario in the eastern regions of Ukraine." Unwilling to cede any further
Ukrainian territory to Russia, Acting President Turchynov thus issued a decree demanding that
pro-Russian militants relinquish their weapons and vacate government buildings in eastern
Ukrainian flashpoint cities, or, face a full-scale military assault.

Presumably alarmed by this news, Russia accused Ukraine of "waging war against its own people"
and demanded an emergency meeting of the United Nations Security Council. At that emergency
meeting on April 12, 2014, Russia called for dialogue with Ukraine, while its ambassador to the
United Nations, Vitaly Churkin, demanded that "the henchmen of Maidan" -- a reference to
Ukraine's protest movement -- "stop attacking their own people." He also warned that neo-Nazis
and anti-Semites were now sitting in "the self-proclaimed government in Kiev."

For its part, Ukraine reiterated its accusation that Russia had orchestrated the crisis unfolding in
eastern Ukraine, while Russia denied the allegations that its agents were responsible for fomenting
unrest in eastern Ukraine.

Meanwhile, despite the Ukrainian promise of an "anti-terrorism" operation to come in eastern
Ukraine if pro-Russian cabals did not withdraw from government buildings, and in defiance of a
deadline for action imposed by the Ukrainian government, pro-Russian militants expanded their

Ukraine Review 2016 Page 95 of 493 pages



Ukraine

control into other towns.

Of note was the storming and occupation of a police station in the town of Horlivka, close to
Donetsk. In Donetsk itself, pro-Russian militants said they intended to seize control of the local
government infrastructure there and declare themselves to be an independent "People's Republic of
Donetsk."

In Slaviansk, where the Ukrainian government said it would begin its "anti-terrorism" operation,
pro-Russian militants held Russian flags, shouted "Russia! Russia!" and made it clear they retained
control of the city council offices. They even placed Ukrainian troops on a bus and sent them back
to their base at Dnipropetrovsk.

In the city of Kramatorsk, where Ukrainian forces were supposed to be regaining control, the
effort was curtailed. Soon after Ukrainian forces recaptured an airfield, pro-Russian militants
seized and disarmed Ukrainian military vehicles. The humiliation of Ukrainian authorities at the
hands of pro-Russian forces continued in Pchyolkino, where again Ukrainian military vehicles were
subdued by pro-Russian forces. In some cases in the eastern part of the country, Ukrainian forces
quite literally surrendered to pro-Russian militants.

It was apparent that the so-called "anti-terrorism" operation was, if not a humiliating failure for the
Ukrainian authorities, then certainly an embarrassing illumination of Kiev's weakness in confronting
Moscow's aggression.

Amidst criticism of the Ukrainian authorities' ineffectual response to the Russian threat, Vitaly
Tsyhanok, the head of Ukraine's anti-terror operations, was sacked from his post. Those
criticisms included the question as to why the government had not yet declared a state of
emergency over the crisis in the eastern part of the country. In response, the government said it
had not yet taken that action since it would require the suspension of the presidential election set
for May 25, 2014, which was a priority for the political stabilization of the country.

While Ukrainian interim President Turchynov railed against the apparent encroachment by Russia
again into Ukrainian territory, he nonetheless suggested he was open to the idea of transforming
Ukraine from a republic to a federation, effectively conveying greater autonomy on the Russian-
speaking eastern part of the country. To this end, he said he would support the notion of a national
referendum on the matter. Of course, ratification was not guaranteed since western Ukraine was
supportive of a fully unified republic. Clearly, Turchynov was banking on the pro-republic/anti-
federation vote winning the day. The president mentioned this reality as he said, "We are not
against holding a national referendum... I am certain that a majority of Ukrainians will support an
indivisible, independent, democratic and united Ukraine."

Deepening the crisis was the news in the early hours of April 17, 2014, that pro-Russian separatists
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attacked a national guard base in Mariupol on the Sea of Azov; three of them were killed in the
ensuing fracas with Ukrainian forces.

Adding even further to the sense of chaos and turmoil were disturbing reports that members of the
Jewish community in eastern Ukraine were being targeted. At issue was the release of leaflets in
the city of Donetsk instructing Jews to "register" with the new authorities or face deportation and
having their citizenship revoked. It should be noted that the self-appointed authorities in Donetsk
distanced themselves from the leaflets and made it known that it was not their work. Still, the fact
of the matter was that such leaflets did exist and were circulated in the city. The irony in this
alarming event was the fact that Russia had long accused Kiev of repressing the Russian-speaking
population of Ukraine. In fact, this case showed that other minorities were being subject to
repression by the Russian ethno-linguistic population of eastern Ukraine.

With the United States and NATO making it clear they had no intention of involving themselves in
the burgeoning Ukrainian civil war, and with the European Union unlikely to support such a course
of action on its doorstep, there were few quivers in the arsenal of the West against Russia. Instead,
further economic sanctions and a symbolic show of force were in the offing.

The United Kingdom had already called for the imposition of further sanctions by the European
Union against Russia as a result of its actions in the ever-escalating Ukrainian crisis. With the
scenario in Ukraine devolving further, foreign ministers from the European Union agreed to expand
their sanctions against Russia, while the Obama administration in the United States said it was
exploring means to impose more painful "costs" on Russia. The United States also said it was
approving non-lethal aid for Ukraine.

On the military end of things, NATO announced it would reinforce the security of alliance member
states. NATO Secretary-General Anders Fogh Rasmussen said, "You will see deployments at sea,
in the air, on land, to take place immediately. That means within days." Of course, the truth was
that the action was not in NATO member states but in vulnerable Ukraine, which had the rhetoric -
- but not practical -- support of the West in its fight against Russian territorial ambitions.

It was to be seen if peace conference set to convene on April 17, 2014, in Geneva between
representatives of Ukraine, Russia, the United States, and the European Union would actually yield
results. Going into the meeting, there was no sense of optimism. Ukrainian Prime Minister Arseny
Yatseniuk said he had limited expectations and added, "I don't trust the Russian side."

That sense of trust was not likely helped by the leader of Russia on the eve of the peace
conference. Indeed, President Putin did little to rhetorically calm the situation. While paying lip
service to his preference for diplomacy, Putin insisted that Russia had the right to militarily
intervene in neighboring countries. He said, "The Federation Council granted the president the
right to use military force in Ukraine. I really hope that I do not have to exercise this right and that
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we are able to solve all today's pressing issues via political and diplomatic means." He continued,
"We must do everything to help these people (in eastern Ukraine) defend their rights and
independently determine their own destiny." Putin set off alarm bells across the region as he
intimated that such Russian help would not stop with Ukraine but extend elsewhere in the region.
To this end, Putin looked to Trans-Dniestr and said that the people of that Moldovan separatist
enclave should also be permitted to "determine their own destiny." Putin also had sharp words for
the new Ukrainian government, which he accused of dragging that country into an abyss. He said,
"I hope that they are able to realize what a pit, what an abyss the current authorities are in and
dragging the country into."

Agreement forged to end Ukraine Crisis

Despite the low expectations regarding the potential success of that meeting, the hard work of
diplomacy won the day on April 17, 2014, when an agreement was reached to de-escalate the
crisis in Ukraine. The agreement was forged between United States Secretary of State John Kerry,
Russian Foreign Minister Sergei Lavrov, European Union foreign policy chief Catherine Ashton, as
well as acting Ukrainian Foreign Minister Andriy Deshchytsia.

The four joint parties in Geneva released a statement announcing the agreement as follows: “The
Geneva meeting on the situation in Ukraine agreed on initial concrete steps to de-escalate tensions
and restore security for all citizens.”

Central to the Geneva agreement were the following elements --

- all illegal militant groups in Ukraine should be dissolved immediately-
- all separatists occupying government buildings should be disarmed and depart those compounds
- amnesty would be granted to all anti-government protesters

The agreement also demanded that the violence end in Ukraine, and in an apparent reference to
the circulation of reprehensible leaflets urging Jews to "register" in eastern Ukraine, it also
condemned racism, extremism, racism, and religious intolerance, including anti-Semitism.

Baroness Ashton said the agreement contained "concrete steps" that should be implemented
"immediately." But with an eye on ensuring that the agreement were not simply guiding principles
but mandated actions, these steps were to be overseen by monitors from the Organization for
Security and Co-operation in Europe (OSCE).

Beyond the immediate goals of the deal, Russian Foreign Minister Lavrov espoused the Russian
view that long-term constitutional reforms would have to be implemented in Ukraine. Left unsaid
was what those constitutional reforms would entail although Russia has, for some time, advocated
that Ukraine be transformed from a republic to a federation.
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Meanwhile, regardless of the apparent success of diplomacy (at least on April 17, 2014), United
States Secretary of State Kerry retained a bitter tone when he praised Ukraine for showing extreme
restraint in regards to provocation from pro-Russian cabals. Kerry warned that the deal was only
useful if its provisions were actually applied in practice. He said, "What is important is that these
words are translated into actions and none of us leave here with the sense that the job is done,
because the words are on the paper...The job will not be done until these principles are
implemented and are followed up on."

While there were suggestions that the deal might result in a halt on further sanctions being levied
against Russia, Kerry made sure to point out that such measures remained on the table. Kerry
warned that Russia could be presented with "further costs" if de-escalation, as set forth in the
agreement discussed here, did not emerge. Kerry also called on Ukraine to do its part to subdue
heightened tensions.

In the third week of April 2014, mediators from Europe were set to commence negotiations aimed
at securing the surrender of pro-Russian separatists in eastern Ukraine. That effort by mediators
from the Organization for Security and Cooperation in Europe (OSCE) promised to be difficult
since the pro-Russian cabals in the region were refusing to recognize the Geneva accord (discussed
here). As noted by Envoy Christian Schoenenberger of Switzerland (the country chairing the
OSCE at the time): "For the time being the political will is not there to move out." He continued,
"That's the task of the monitors, to create this political will, inform the people, so eventually they
will understand that the best option for them is to move out." Ukrainian Foreign Minister Andriy
Deshchytsia said that if there was no progress, the Ukrainian government would look to the OSCE
to "work out practical steps for the implementation of the Geneva agreement."

Note that as of April 21, 2014, the viability of the Geneva accord seemed a matter of debate. Pro-
Russian militants showed no interest in withdrawing from government facilities, and meetings with
OSCE mediators yielded no productive results. Instead, both sides (pro-Moscow and pro-Kiev
respectively) accused each other of breaching the terms of the agreement.

On one side of the equation, pro-Russian activists blamed Ukrainian nationalists from the group,
Right Sector, for the killing of three people at a security checkpoint. On the other side of the
equation, activists in Slaviansk indicated that they intended to "dig in" their proverbial heels as they
moved to reinforce their barricades. In Kramatorsk, masked gunmen ousted the local police chief
and took control of the security services office. Elsewhere in eastern Ukraine, pro-Russian
militants told international journalists that they had no intention of disarming unless Ukrainian
nationalist groups in the western part of the country disarmed first.

While the OSCE mediators had not yet abandoned their mission to get the provisions of the
agreement implemented, the United States and the European Union made it clear that they would
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impose new sanctions on Russia if pro-Russian separatists did not soon disarm and remove
themselves from government buildings. Some Western diplomats were indicating that the entire
deal was an exercise in the futility and only served the purpose of buying time for Russia to extend
its grip in Ukraine. As noted by one European diplomat in a conversation with Reuters News over
Putin's interest in seeing the Geneva accord implemented: "Talks and compromises are just part of
his tactics...He wants to have Ukraine." The fact that Western diplomats were actually expressing
such views -- admittedly "off the record" -- was a signal that the political climate for compromise
was grim.

Meanwhile, in a fresh show of support for Ukraine, United States Vice President Joe Biden arrived
in the Ukrainian capital of Kiev where he was set to unveil technical assistance measures. Vice
President Biden's presence was also aimed at stressing the importance of moving forward with the
provisions of the Geneva accord. As noted by a spokesperson from the White House, "He will call
for urgent implementation of the agreement reached in Geneva... while also making clear ... that
there will be mounting costs for Russia if they choose a destabilizing rather than constructive
course in the days ahead."

On the issue of Russia's "destabilizing" course, Ukraine release photographs that seemed to prove
that the masked combatants in eastern Ukraine were under the control of Moscow. Throughout,
Russia has passionately dismissed the charges that it was orchestrating the unrest in eastern
Ukraine, and has insisted that masked gunmen bearing no military insignia were simply local
activists who were driven to extreme action out of fear of the new authorities in Kiev. However,
photographic evidence indicated that the gunmen were actually Russian operatives of the same
type believed to have carried out the takeover of Crimea. One gunman was even identified as Igor
Ivanovich Strelkov -- a well known Russian intelligence agent with a long career in clandestine
activities on behalf of the Russian government.

The White House in the United States endorsed the photographic evidence, with State Department
spokesperson, Jen Psaki, saying, “There has been broad unity in the international community
about the connection between Russia and some of the armed militants in eastern Ukraine, and the
photos presented by the Ukrainians... only further confirm this."

By April 22, 2014, Ukraine's interim President Turchinov had called for government forces 