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Introduction

The Oil Industry of Serbia (NIS) represents one of the largest energy companies in the region. It was founded in 1945 as a state-owned company under the name “Jugopetrol” in the period of former socialist Yugoslavia with its siege in Novi Sad. The plants in Pančevo and Novi Sad started operating in 1968. In 1991, it transformed into a state-owned company. In 2005, it became a public limited company. Later on, it was subsequently privatised in 2008.

NIS produces petroleum products, petroleum derivatives, petrochemical products, natural gas, electricity and operates in Serbia and the region, where through its subsidiaries it carries out fuel retail and other related activities. In 2023, NIS realized an income of 3.370 billion euros.[footnoteRef:1] That makes the business of NIS very relevant from a regulatory, economic and geopolitical point of view. Since 2008, the major shareholder of the NIS has been the Russian company “Gazprom Neft” and a minority share is still held by the Republic of Serbia. [1:  Serbian Business Registers Agency, available at: <www.apr.gov.rs/> (23.03.2026).] 


The outbreak of the war in Ukraine in February 2022 has dramatically changed the business environment for NIS. Although the Republic of Serbia has not introduced any sanctions on the Russian Federation, NIS operates in a market surrounded by European Union countries and depends on their infrastructure. In January 2025, the United States officially introduced sanctions against NIS, as a Russian controlled company. The US required not a simple reduction or exit of the Russian owners, but a complete withdrawal of Russian interests from the NIS. The company itself was allowed to continue to operate regularly, but under the condition of starting preparations for a corporate restructuring through ownership transformation. However, until now, no such plan has been adopted or signed.

The Serbian government does not want to oppose the Russians, especially because of their support in its foreign policy, while the Russian owner does not want to sell its share package, even though NIS does not play a significant role in its portfolio. The company Delta Oil from Croatia was first unofficially mentioned as a possible new owner, but then Hungarian MOL and ADNOC from the United Arab Emirates appeared in official negotiations. In the meantime, NIS has lost more than one year without capital restructuring. Finally, the US Department of the Treasury, through the Office of Foreign Assets Control (OFAC), withdrew its license and NIS had to suspend production.

OFAC set 24 March 2026 as a final date for the sale ownership over the majority package of shares. However, OFAC issued a new license and allowed this transaction to be completed by 22 May 2026. According to the company’s latest financial report, NIS ended the year 2025 with a net loss of 104 million euros, which is twice the loss that the company reported at the beginning of February 2026.

The Privatisation Framework

NIS, as a state-owned company, was privatized in 2008, when a majority package of 44.85% shares was acquired by the Russian company Gazprom Neft, while an additional share of 11.30% remained in the ownership of the company Gazprom. The Republic of Serbia retained a minority stake of 29.87%. NIS a.d. Novi Sad (public limited company) is the parent company responsible for procurement, processing and distribution of oil derivatives. 

The sale of NIS in 2008 was presented as the deal of the century. However, from the very beginning, it was obvious that this was not only an economic issue, but part of a wider energy agreement between the Russian Federation and the Republic of Serbia. The contract on sale was signed on 24 December 2008 by Presidents Dmitry Medvedev and Boris Tadić.

The whole process of ownership transformation was not transparently performed. Namely, the majority package of NIS shares was sold for around 400 million euros. However, all valuations of its assets were much higher, even up to several billion euros. Its asset-base comprises buildings in Belgrade and Novi Sad, refineries in Pančevo, Novi Sad and Elemir, about 500 hundred petrol pumps, 1600 internal stations, 44 warehouses for kerosene supply, numerous tanks, shares in companies, the right to use stocks, oil fields in Vojvodina and concessions on oil fields in Angola.

A particularly controversial issue was the mineral rent, which remained at around 3%, although, according to the applicable law, it should have been 7%.[footnoteRef:2] This was another big concession to the Russian side, beside the fact that NIS was given the right to use all of Serbia’s oil reserves, which are estimated at billions of euros.  [2:  ‘Gubitak NIS-a u 2025. godini 100 miliona evra – duplo veći nego što je firma objavila’ (Nova ekonomija, 22 March 2026).
] 


As a stipulation of the energy agreement between Russian Federation and the Republic of Serbia, the construction of the South Stream pipeline through Serbia was set. This plan later failed, in addition to the incomplete agreement to construct a gas storage facility in Banatski dvor. The political background of this sale agreement was clearly related to the then and current situation in Kosovo and the necessary support by Russia of Serbia’s politics. The protocol on the conditions of the sale of NIS stipulated that Gazprom’s subsidiary Gazprom Neft invests at least 500 million euros in NIS by 2012, as well as having the right to operationally manage NIS, while the Government guaranteed the protection of the market for the placement of oil derivatives produced by NIS for at least two years. Thus, in 2009, NIS became a company under the dominant control of Russian capital, but with the special status of a strategic company of national importance.

Stakeholders and other interested parties

Against the background of the international context and the introduction of sanctions after the outbreak of the war in Ukraine, the United States introduced a series of economic and financial sanctions against the Russian Federation, including its energy sector. The sanctions applied not only to Russian state-owned companies, but also to their subsidiaries and affiliates abroad. NIS is covered by these measures, due to the fact that it is under the control of Russian entities that were on the lists of sanctioned persons. It is important to emphasize that the sanctions were not introduced because of specific illegal activities of the company itself, but only because of the ownership structure. NIS manages the only large refinery in Serbia (in city of Pančevo), a developed network of warehouses and retail facilities, and represents a key pillar of the country’s energy system.

1. The Russian owners - Gazprom Neft and Gazprom have a direct financial interest in preserving the value of their ownership stake, but also a broader geopolitical interest of the Russian Federation in maintaining energy influence in the region of Southeast Europe.
2. The Government of the Republic of Serbia - The Government of Serbia has an interest in ensuring energy stability, preserving jobs and budget revenues, especially through fuel excise taxes, but also in avoiding the international financial and political consequences of non-compliance with sanctions.
3. The US Government and OFAC - The US Department of the Treasury, through the Office of Foreign Assets Control (OFAC), implements sanctions aimed at limiting financial flows to the Russian energy sector.
4. Third parties and potential investors - In the context of a possible exit of Russian capital, potential buyers from the European Union and third countries appear, which further complicates the legal and political framework of the case.
5. Others - Consumers: natural and legal persons who buy fuel derivatives and related services.

The present market value of NIS is estimated at several billion euros, depending on global energy prices and political risk. The company has a significant contribution to the public revenues of Serbia and employs a large number of workers, directly and indirectly. Any disruption in its operations has immediate consequences for the fuel market in the region.

Consequences of US sanctions

The impact of sanctions can be very broad and include:

Economic consequences - Sanctions can lead to the interruption or reduction of production, difficult import of crude oil, rising fuel prices, increased dependence on imports, impact on competition in the retail sale of derivatives, potential impact on fuel prices and dependence of the market on several large suppliers.
Legal consequences - Legal consequences include the risk of contract termination, the withdrawal of banks and insurance companies from doing business with NIS, as well as the possibility of secondary sanctions for third parties.
Regulatory consequences - the need for constant proof of compliance with quality standards and additional supervision of the origin of derivatives and financial flows.
Geopolitical consequences - The NIS case represents a precedent for the application of sanctions on strategic companies in the region and shows the extraterritorial effect of the US sanctions regime. Since Serbia is landlocked and depends on the JANAF2 oil pipeline that passes through Croatia. The EU sanctions packages, which prohibit the import of Russian oil by sea, directly endangered the supply of the Pančevo Refinery. As a consequence, NIS had to stop buying cheaper Russian oil of the “Ural” type and turn itself to more expensive oil (e.g. “Kirkuk” from Iraq), in order to avoid blocking transport through Croatia.

What solution is forthcoming?

In order to reduce the risk of sanctions targeting companies that are majority-owned by Russian state entities, in May 2022, a change in the ownership structure was carried out by selling 6.15% of Gazpromneft shares to its parent company Gazprom. This brought Gazprom Neft’s direct stake to 50% (below the critical threshold of 50%+1), which was a legal manoeuvre to “buy time” and avoid automatic financial blockades by Western banks.

However, since the US Government required a complete withdrawal of Russian interest from the NIS and given the uncertainty of the duration of the sanctions, the future of NIS can be viewed through following strategic scenarios. In the meantime OFAC renewed the license to the NIS but only for the sale ownership over the majority package of shares and set 24 March 2026 as a final date, but then extended it again till 22 May 2026.

Solutions that have been canvassed include:

a) Status Quo 
This seems as a probable solution. NIS might continue to balance on the market. Since non-Russian oil is imported and profits are used for self-financing because access to credit is difficult. This is the current situation. The further delay of the process without solution is favourable only for the Russian side.
b) Compulsory administration 
This is a forced solution and might be a possible one. In the event of a crisis, the Serbian Government does not change ownership, but rather takes over management (following the German model with “Gazprom Germania”) in order to ensure supply. However, Serbian legislation does not envisage such a legal solution, which would require expeditive legislative reform of the Law on Business Companies or adoption of a lex specialis for this case.
c) Nationalization 
This solution is less possible. The state buys out or confiscates a majority stake. Moreover, it carries enormous risks, such as the loss of favourable gas prices from Russia and potential international arbitration, since in the eyes of the Russian Federation such an act would be considered as hostile. The assumption of nationalization of NIS should not be seen as a state’s aspiration to return ownership, but exclusively as a defence mechanism (last resort). Although nationalization would solve the problem of the “label” of the Russian company in the short term, the long-term economic costs for Serbia would be unsustainable without a clear plan for a new strategic partner. Nevertheless, in the budget for 2026 Serbia already reserved 1.4 billion euros for this purpose.
d) Sale to a third party 
This is a solution which is still being negotiated. Gazprom does not want to sell their share package to Serbia. They mistrust the Serbian government, although it has demonstrated open intention to buy the share, because they believe it will never resell it back to them. In this scenario, Gazprom Neft would sell its stake to a company that is not under sanctions (e.g. Hungarian MOL or Azerbaijani SOCAR). On 19 January 2026, Hungarian MOL Group has signed a binding Heads of Agreement with Gazprom Neft to acquire its 56.15% stake in the NIS company. Once the transaction is completed, MOL will assume significant shareholder responsibilities and control rights in the company operating Serbia’s only refinery, this way further strengthening its presence in the Central and South-eastern European energy market. Besides the oil refinery in Pančevo, NIS also has a retail network and holds an exploration and production portfolio. The completion of the transaction requires, among others, the approval of OFAC and other governmental and state approvals in Serbia. The Heads of Agreement set out the key terms of the sale and purchase agreement, including the timeline for the due diligence of NIS and the application for regulatory approvals. The parties aim to sign the sales and purchase agreement by 31 March 2026.[footnoteRef:3] However, until now no transaction has been completed and obviously it has been suspended until the parliamentary elections in Hungary are finished. On 24 March 2026, OFAC issued a new license and allowed this transaction to be completed by 22 May 2026. [3:  MOL Group, 19 January 2026, ‘MOL signed Heads of Agreement to acquire majority ownership of Serbian NIS’, available at: <www.molgroup.info/en>.] 

e) Combined solution
This scenario Provides that Gazprom Neft sells its stake to a third party that is not under sanctions and that the Serbian state buys a part of the stake.
f) Insolvency
This is the worst case scenario, but a possible one. Serbia and other stakeholders have already lost more than one year without reaching a sustainable solution for NIS. Serbian legislation has no judicial preventive restructuring proceedings. However, since 2015, it has a consented financial restructuring as an instrument for prevention of insolvency negotiated under institutional mediation. Since legislation does not provide a special law for insolvency of companies of strategic importance (such as Legge Marzano in Italy or Lex Agrokor in Croatia), NIS might face regular insolvency resulting in certain enormous decrease of revenues for the budget, loss of the company’s value on the market and thousands of jobs. NIS already registered a net loss of 104 million euros in the year 2025.[footnoteRef:4] [4:  P. Đaković, ‘U predvečerje dogovora o prodaji NIS-a: Jesu li pregovori u stvari propali i kome to odgovara’ (Forbes Srbija. 23 March 2026).] 


Conclusion: Implications and reflections

The Serbian Oil Industry (NIS) is significant because it includes cross-border operations of an energy company in a highly regulated sector, the ownership structure associated with the state capital of another country, the interaction of the energy sector and international sanctions and the need to harmonize business with the legislation of the host country. The NIS case demonstrates the complexity of transforming a national giant in a transition environment. The strategic partnership with Gazprom Neft proved to be economically salutary, transforming a technologically outdated company into a regional leader. However, the geopolitical context after 2022 has turned the ownership advantage into a strategic risk.

NIS is now in a paradoxical situation: it is more financially stable than ever (record profits in 2022), but its long-term sustainability is conditioned by foreign policy factors over which the company’s management has no influence. The future of NIS will depend on Serbia’s ability to maintain energy neutrality and the permeability of the JANAF oil pipeline but also on outcome of the parliamentary election in Hungary. The further delay of the process without solution is favourable only for the Russian side. If no solution is reached by the end of May 2026, US OFAC may not extend the licence to the NIS. In that case, the possibility of another “Too big to fail in the Western Balkans?” becomes more acute.
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