2 September 2004
To:  OH Kang-Hyun
Chairman, President, and CEO
Korea Gas Corporation (KOGAS)
215, Chongja-dong, Pundang-gu
Seongnam, Kyunggi-do 463-754
South Korea
fax: +82-31-710-0399
kogasmaster@ kogas.or.kr

Re: Sakhalin-2 Gas Fields Contract Threat to Society and an Endangered Species
Dear President Oh:
We write to you today out of concern regarding the news that your company is considering a 20-year agreement with Russia for the provision of LNG from the Sakhalin gas fields, via the Royal Dutch / Shell consortium Sakhalin Energy.  This project is, in fact, extremely unstable and may not be implemented.  The project has been seriously criticized in the Russian and international press due to the serious environmental and social problems that the project has created.  We are concerned that a contract between KOGAS and Sakhalin Energy could result in unstable gas supplies for KOGAS as well as a loss of KOGAS’ reputation.  We are enclosing a series of articles from international press that describe the situation.
The Sakhalin-2 project is currently under legal investigation in the Russian courts.  A lawsuit before Moscow’s Presnensky court, concerning Sakhalin II impacts on rare and endangered species, lists the Government of the Russian Federation and Ministry of Natural Resources of the Russian Federation as the defendant, and Shell’s Sakhalin Energy Investment Company, Ltd. as a third party.  
Sakhalin Energy has not been able to receive credit and other financial backing by international private and public banking institutions, due to the project’s lack of compliance with international environmental and social standards.  For example, the European Bank for Reconstruction and Development has determined that the Sakhalin II EIA is “not fit for purpose.” We are concerned that you are not aware that the potential costs in this agreement may far outweigh the benefits.
Of the environmental concerns, an urgent concern is the threat that the Sakhalin-II project poses to the critically endangered Okhotsk-Korean population of the Western Grey Whale.  Sakhalin Energy is threatening this population by proposing to build a new production platform adjacent to the whales’ feeding habitat and to constructing a pipeline through the whales’ feeding habitat.  This population, a source of national pride for Koreans, will be brought one step closer to extinction by the Sakhalin LNG agreement you are about to close.
Sakhalin’s salmon and other fisheries – the economic mainstay for many of the people on Sakhalin Island, including many ethnic Koreans – are also threatened by the Sakhalin-II project.  Sakhalin Energy’s proposed pipelines will cut through hundreds of salmon spawning streams.  Despite repeated requests, Sakhalin Energy refuses to use best available technology such as bridges to cross these streams, instead proposing to dig trenches directly through the streams.  
Sakhalin Energy’s construction of the LNG plant will cause significant damage to important commercial fisheries in Aniva Bay.  Despite repeated protests by local fishermen, Sakhalin Energy plans to dump more than a million tons of seabed directly into the fisheries-rich Aniva Bay. Fishermen recently blockaded a road leading to the LNG plant.


Russian, Korean, and international environmental organizations have asked Sakhalin Energy to meet best social and international environmental standards.  Unfortunately, Sakhalin Energy has so far refused to improve its standards, which puts the entire Sakhalin-II project at risk.

It has become abundantly clear that Sakhalin II, in its current state, is out of compliance with international standards and in violation of Russian environmental legislation.  Several lawsuits have been filed against Sakhalin Energy.  If these lawsuits are successful, the Sakhalin-II project may be stopped entirely, which would mean that KOGAS would not receive the gas under the contract.  This instability creates large problems for the project and has contributed to the Sakhalin-II project’s current failure to obtain necessary financing.
Because of these serious concerns about Sakhalin Energy’s negative legal, environmental and social impacts, along with the potentially negative impacts to the reputation of KOGAS, we, the undersigned, urgently request that you do not purchase gas from the Sakhalin-II project.  We would be happy to meet with you to discuss these issues further.  We look forward to your response.
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