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REINVENTING THE RUﬁ'@AILROAD
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where the girl on the billboard is looking. More likely than not, though, she's looking into the fu-
ture. Next to her, in meter-high lettering, is the slogan "Let's Go by Train!" Beyond that is the new
streamlined logo of the state rail monopoly, Russian Railways.

The intended message is clear.
Russian Railways, or RZD, often
criticized for ponderous journeys,
bad service and outmoded trains, is
reinventing itself.

Its rebranding campaign,
splashed across billboards in major
Russian cities, is the most visible part
of a major development plan for the
railways, company president Vladi-
mir Yakunin explained in a recent
interview.

The program would open up the
railroads to foreign investment and
could eventually see the company
partially privatized.

Elsewhere, improvements from
single-sex train cars to better food,
DVD rentals and Internet access
should make traveling by train more
comfortable.

Last month, Yakunin presented
his vision for modernization to Presi-
dent Vladimir Putin.

The immensely ambitious plan
envisions sinking 13.7 trillion rubles
($500 billion) into a radical overhaul
of the country's rail network through
2030.

To raise the money, the company
is asking the state to contribute 20
percent and regional administrations
another 5 percent of the cost.

The rest would come from the
company's own funds and private
investment.

"It is not just that we are asking
with a stretched-out hand, 'Just give
us money," Yakunin said.

"Take 20 percent out of 13 trillion.
It is peanuts compared to the budget
of Russia," he said.

Foreign investment into the com-
pany is not restricted by new regula-
tions on strategic industries, so bil-
lions of dollars of private investment
could come from abroad, he said.

"For me the nationality of the
money doesn't matter. We never di-
vided whether this is Russian private
investment or international private
investment," he said.

Although the plan is likely to
evolve significantly over time, it does
offer an overarching vision for the
company, former Transportation
Minister Sergei Frank said.

Moreover, he said, the company
has been making much-needed
changes under Yakunin, who served
as deputy transportation minister
under Frank.

"Since Yakunin has arrlved they
really started
in the reform

reform," Frank said "
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To raise the necessary funds for
its reform, the company intends to
privatize some of its transportation
holdings while keeping the company
itself 100 percent state owned.

The company is creating a series
of subsidiaries that will eventually
be partially privatized, leaving the
parent company intact and in con-
trol.

First up to be privatized will be
part of Russian Railways' immense
rolling stock assets, bundled together
into the recently formed Pervaya
Gruzovaya Komania, or the First
Freight Co., and the container com-
pany Transcontainer.

Some time in the next year, at
least 10 percent of First Freight will
be privatized, Yakunin said, with
plans for a further sell-off being
drawn up after that.

Transcontainer will be privatized
in several stages, with 10 to 15 per-
cent of the company sold off by the
end of the year and 25 to 30 percent
offered on Moscow stock exchanges
in 2008.

After that, the company will look
to sell off many of its locomotive and
car repair units, Yakunin said, with-
out giving a time frame. The com-
pany is also considering creating a
series of joint ventures to develop the
infrastructure for a high-speed train
network, he said.

Yakunin said he was open to the
idea of reducing the state's stake in
the RZD parent company from 100
percent, as it aims to become com-
mercially viable in the long term.

"We are considering the possibil-
ity, or theoretical possibility, of being
public, that means selling shares on
the market. Why not?" Yakunin said.

The law, however, prohibits the
company from selling part of its in-
frastructure or mortgaging the infra-
structure.

Even before the advertising cam-
paign began, the company had been
trying to remake its image.

A big change has been the intro-
duction of a new management cul-
ture and new personnel, said Anna
Belova, who co-authored the govern-
ment's rail reform program through
2010.

Belova said recent company re-
forms were in line with the original
plan.

As to where the $500 billion in
investment would go, the company
wants to build around 20,000 kilome-
ters of track -- more than what was
built during the 70 years of the So-
viet Union. Once laid, lines would
finally stretch all the way to Ma-
gadan, in the far northeast.

The company also is looking
abroad, with long-mooted plans to
extend the rail link to North Korea,
South Korea and even Japan.

Yakunin was upbeat about the
prospects of these projects, saying
there was "very serious" interest in
expansion both to the west and east
of Russia. "Cooperation between rail-
way systems is less controversial
than any other sort of integration
between Russia and Europe," he
said.

In addition to new tracks, Yaku-
nin's plans call for the creation and
then expansion of the high-speed
network. At least 15 routes have
been earmarked for high-speed
trains, Yakunin said. By 2012, the
time it takes to travel from Moscow
to St. Petersburg will be more than
halved to 2 1/2 hours. Eventually the
journey from Moscow to Berlin will

take eight to 10 hours, rather than a
day and a half.

But high-speed trains on long-
distance domestic routes are not in
the cards. Yakunin said the 1,600
kilometers between Moscow and
Sochi, site of the 2014 Winter Olym-
pics, was too far. "Can you give me
an example of such high-speed trains
anywhere? No," he said.

Trains on such routes would in-
crease their speed but not necessarily
become high-speed routes, he said.

Despite the reforms and increases
in ticket prices in recent years, little
seems to have actually improved for
the average passenger.

Yakunin, however, was bullish
about the quality of service and com-
fort on trains, comparing it favorably
to the service provided in Western
Europe and particularly Britain.

"From the point of view of mod-
ern rolling stock or wagons, then we
have setbacks.

But speaking about the environ-
ment, speaking about the comfort,
speaking about the meal, then every-
thing is better," he said.

Other improvements touted by
the railroad include the phased intro-
duction of single-sex cars on all
routes over the course of this year.

Services such as DVD rentals,
playrooms for children, Internet ac-
cess, libraries of classic Russian lit-
erature and free mobile phone charg-
ing facilities are also being offered on
some trains.

Even passengers travelling on the
cheapest tickets are breathing easier,
with the installation of climate con-
trol systems in the platskart cars.

"l don't like platskart wagons,
and I don't li : -climate
control in thes wagons because thlS

-

some demands of the soc1ety,laku—_
nin said. m
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RUSSIAN HOUSING PROGRAM

In September 2006, the President of the Russian Federation, Vladimir Putin, identified housing
as one of the top priority investment areas for the 2006-2008 budget.

The main objectives of the resul-

tant “Affordable and Comfortable
Housing” federal program have been
stated as follows:

. Doubling the volume of
housing construction to 80
million square meters per
year to maintain current
availability level, or over
200 million square meters
to reach Western per capita
housing availability levels

o Increasing the yearly vol-
ume of issued mortgage
credits by roughly twenty
times, to $14.8 billion from
the current $740 million

. Reducing the average
amount of waiting time for
attaining municipal/social
housing from 15 - 20 years
to five - seven years

o Tripling the share of fami-
lies able to receive afford-
able housing, including the
use of credit, from nine to
30 percent

The stated priority areas for the
Russian government will be financed
through federal, municipal and pri-
vate funding sources. In terms of
federal funding, post-Soviet Russia
has never been in a better financial

shape to carry out its plans than it
has been in the past several years.
The economic expansion is fueled by
oil exports, which amounted to $170
billion in 2006. The 2006 federal tax
revenue collections exceeded $240
billion, up from about $20 billion in
2000 when Putin became Russia’s
president.

In addition to growing invest-
ment in the Russian economy by the
federal government, Russia is be-
coming a magnet for private invest-
ment, specifically foreign direct in-
vestment (FDI). According to The
PBN Company’s 2006 survey,
“Foreign investors say Russia is be-
coming more competitive than be-
fore with China, India, Brazil and
other emerging markets as a magnet
for Foreign Direct Investment (FDI).
The survey found that most current
investors in Russia experienced sig-
nificant year-on-year growth in both
sales and profits. More than 90 per-
cent [of surveyed investors] said they
plan on increasing both their busi-
ness operations and investments in
the next three years. Both current
and potential foreign investors said
that they are most attracted to Russia
because of the size of the market
(90%), the country’s sustained eco-
nomic growth (82%), the high quality
and low cost of human resources
(57%), and overall political (48%) and
macroeconomic (46%) stability.”

The rapid economic growth, in-
crease in consumer purchasing
power and rapidly depreciating So-
viet-era housing stock contributed to
sustained growth in the construction
sector averaging 12 percent in the
past three years and exceeding 15.7
percent in 2006. It is estimated that
61 percent of Russian families live in

unsatisfactory housing conditions. In
order just to meet the current need,
without even accounting for growth
in demand, the size of available resi-
dential premises needs to increase by
46 percent from current levels.

The aforementioned Affordable
Housing program is intended to ad-
dress this housing need, revitalize
Russia’s construction industry, re-
vamp the country’s communal infra-
structure and develop an advanced
mortgage system. Russia, being the
largest country in area of the world,
is comprised of many diverse re-
gions. Therefore, the Affordable
Housing program can be considered
successful for Russia as a whole only
if it is successfully implemented in
the country’s regions.

Another important factor that will
determine whether the Affordable
Housing program will be imple-
mented successfully is the state of
the resource base in Russia’s con-

struction industry, which includes
construction materials, equipment,
technologies, know-how and a quali-
fied labor force.

with rapidly
Soviet legacy
ties have endured p
nological depreci
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need of modernization and re-
equipment. The construction equip-
ment stock is, for the most part, defi-
cient, and needs to be augmented
with imported equipment and ma-
chinery. The labor force is still one of
the most valuable assets left from the
Soviet-era system of education; it is
well educated and highly skilled.

Many Russian construction com-
panies are looking to their Western
counterparts, including U.S. compa-
nies, to acquire new construction
technologies and expertise. They ex-
pect the new technologies to posi-
tively affect the rate of new construc-
tion, its quality and process effi-
ciency. Specifically, the American
experience with low-rise housing is
gaining popularity among Russian
builders outside of urban areas,
which constitutes the vast majority
of Russian territory.

Vladimir Yakovlev, Russian Fed-
eration Minister for Regional Devel-
opment, commented on whether
low-rise construction and single-
family housing specifically could
meaningfully contribute to the im-
plementation of the Affordable
Housing program in a June 2006 in-
terview with Rossiyskaya Gazeta. He
stated, “They can in principle. The

American and Canadian experience
demonstrates this. Regional centers,
villages, townships: these are the
places where we must build only
individual housing units.”

Martin Shakkum, Chairman of
State Duma Committee on Industry,
Construction and High Technologies
also noted, “For sure we need to de-
velop low-rise construction. People
are reaching out for land. This fact
has been demonstrated by the fact
that the volume of low-rise construc-
tion quadrupled since the beginning
of the 1990s. Yet there are a number
of extremely serious factors restrain-
ing this development. First, there is
the myth that low-rise construction is
cheaper. Unfortunately, this is not
true; it is today more expensive than
prefabricated high-rise construction.
The reason for this is that low-rise

construction in Russia is rather low-
tech. It is quite developed in the
United States in Canada. There, they
assemble buildings out of pre-made
sections: highly finished pieces of the
building are shipped directly to the
construction site.”

Many private Russian construc-
tion companies, land developers and
regional governments are greatly
interested in acquiring U.S. technol-
ogy, manufacturing equipment and
expertise in order to establish pro-
duction of factory-built housing in
Russia. BISNIS has received several
such inquiries and expects that the
number of interested companies and
organizations will continue to grow.

Russian entrepreneurs are not
always clear on exactly what they are
looking for from a U.S. counterpart,
as they lack a complete understand-
ing of the actual process for factory
built construction. What the Russian
companies and regional administra-
tions are clear on is that the U.S.-
style manufactured housing technol-
ogy will address the need for fast
and cost-effective construction, and
provide for consistent quality, en-
ergy efficiency and a high degree of
design customization. m

EUROSTAT REPORTS:

) Russia is the EU27's third most important trading partner, after the USA and China, accounting for 6.2% of
EU27 exports and 10.4% of EU27 imports in 2006, compared to 2.7% and 6.4% respectively in 2000. The
EU27 deficit in trade with Russia increased from 41 billion euro in 2000 to 69 bn in 2006. This increased defi-
cit was due to imports of energy, which rose from 36 bn in 2000 to 94 bn in 2006, while exports of machinery
and vehicles increased from 8 bn in 2000 to 34 bn in 2006.

. Among the EU27 Member States, Germany was by far the largest exporter to Russia in 2006, with 23 bn
euro, or 32% of the total, followed by Italy (8 bn or 11%) and Finland (6 bn or 9%). Germany (29 bn or 21%)
was also the largest importer, followed by the Netherlands1 (17 bn or 12%) and Italy (14 bn or 10%).

o In 2005, Russia supplied more than 40% of EU27 natural gas imports and more than 30% of crude oil im-
ports, compared to 50% and 22% respectively in 2000.

. In 2006, the EU27 exported 13 bn euro of services to Russia, while imports of 'servi
amounted to 10 bn, resulting in a EU27 surplus of 3 bn in trade in services with Russia."
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PRESS RELEASE OF THE 20TH EU-RUSSIA SUMMIT,
MAFRA 26 OCTOBER 2007

The twentieth EU-Russia Summit took place today in Mafra. It was a friendly and open meeting
during which the leaders welcomed the ongoing work on the practical implementation of the
Road Maps for the Four Common Spaces and discussed future perspectives for our relations.

Notwithstanding all the progress
achieved in EU-Russia relations in
the last ten years (the current Part-
nership and Cooperation Agreement
has been in force since 1997) it is
clear for both Parties that further
deepening of our strategic partner-
ship would be mutually beneficial.

The EU noted that this was the
first Summit taking place after agree-
ment on the Reform Treaty was
reached in the Intergovernmental
Conference that recently took place
in Lisbon.

In the Common Economic Space,
the EU and Russia noted the wide
range of areas where progress has
been made and the areas where
greater efforts are needed. In particu-
lar, they stressed the importance of
the investment dialogue and of the
energy early warning mechanism for
strengthening mutual cooperation
and increasing understanding be-
tween both Parties.

The EU encouraged Russia to un-
dertake the necessary steps to solve
the remaining obstacles to WTO ac-
cession.

The EU stressed the importance
of climate change and the need to
give continuity to cooperation in this
area.

In the Common Space of Free-
dom, Security and Justice, the lead-
ers welcomed the entry into force of
the visa facilitation and readmission
agreements and underlined the im-
portance of their full implementa-
tion. In this regard, they also wel-
comed the recent start of the visa
dialogue. The Permanent Partner-
ship Council on Justice and Home

Affairs, in November, will be an oc-
casion for further discussion of the
issues covered by this Common
Space.

The EU also noted the results of
the sixth round of EU-Russia Human
Rights consultations, held in Brussels
on 3 October, and looked forward to
further regular rounds of consulta-
tions in the future.

In the Common Space on External
Security, the leaders stressed the co-
operation in the common neighbour-
hood. They reiterated the importance
both the EU and the Russian Federa-
tion attach to effective multilateral-
ism.

The leaders took note of progress
in the Common Space on Research,
Education and Culture, and wel-
comed in particular the holding of
the first Permanent Partnership
Council on Culture on the eve the

Summit.

They also discussed a wide range
of international issues of strategic
importance: the situation in Burma,
Kosovo, Iran, Afghanistan and the
Middle East Peace Process.

The leaders witnessed the signing
of the Memorandum of Understand-
ing between the European Monitor-

ing Centre of Drugs and Drugs Ad-
diction and Russia as well as the
signing of an Agreement on Trade in
certain Steel Products.

The leaders noted the outcome of
the Industrialists' Round Table held
on the eve of the summit.

The EU was represented by Mr.
Jos¢ SOCRATES, Prime Minister of
Portugal, in his capacity as President
of the European Council, and the
President of the European Commis-
sion, Mr. José Manuel BARROSO.
The President of the European
Council was assisted by the Secre-
tary-General/High Representative,
Dr. Javier SOLANA, and accompa-
nied by the Minister of State and For-
eign Affairs of Portugal, Mr. Luis
AMADO, and the Secretary of State
for European Affairs, Mr. Manuel
LOBO ANTUNES. The President of
the European Commission was ac-
companied by Mrs. Benita FER-
RERO-WALDNER, Commissioner
for External Relations, and Mr. Peter
MANDELSON, Commissioner for
Trade.

The Russian Federation was rep-
resented by Mr. Vladimir PUTIN,
President of the Russian Federation,
accompanied by Mr. Sergey LAV-
ROV, Foreign Minister, Mrs. Elvira
NABIULLINA, Minister for Eco-
nomic Development and Trade and
Mr. Sergey YASTRZHEMBSKIY,
Special Representative for develop-
ment of relations with the European
Union. m e Mo
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STIVATECH - A company in SIVA group,

subsidiary company of SIVA SF Industrial Corporation of Norway.
A which is owned by Norwegian Ministry of Trade and Industry.
in several countries from North of Russia to South Africa. SIVA estab-
Incubators, Research and Science parks, Techno parks, Industrial parks,
and Industry Incubators, while SIVATECH carries out these concepts

ve internationally made over 700 new working places with great spread-
nents that deliver products and services to various establishments.
n, revitalization of local economic activity, clustering in order to improve

onsists of co-workers in Norway, Russia, Latvia and Lithuania. The head-
SIVATECH has 15 years of international broad experience with focus on

olvement was in Murmansk in Northwest Russia since the beginning of
A Center in Murmansk officially opened in spring 1999. Since its estab-
as provided around 50 Norwegian companies with opportunities for in-
market.

ssia is on behalf of Norwegian government and is defined in Norwegian
rhite paper. SIVA’s Center in Murmansk has achieved status of Innova-
ovation Center Polar Star has 22 companies as tenants. Activities in the
f fish to Engineering for oil and gas industry. Polar Star Innovation centre
businesses and founders.

iness centre in Murmansk for Norwegian SMEs named Technopark. This
orwegian SMEs and strengthens Russian-Norwegian cooperation.

Industrial Parks in the Baltic States during 2000s. The first two were in
pilka and SIVA Scan. The third one was in Ogre in Latvia called Ogre In-

d in Bosnia and Herzegovina where it established BIT Centre in Tuzla.
Luka in Bosnia and Herzegovina where it established Innovation centre
r new founders. SIVATECH has project in Croatia in Sibenik where it es-
ovation marine center. In Pristina in Kosovo SIVATECH has a pilot pro-
or.

works on the establishment of Maritime innovation centre by using its

onomical development project in Mbombela municipality, South Africa.
ere it aims to establish Industrial park and Incubator.

.sivatech.org and www.barentsnova.com
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CERTIFICATION AND STATE PRODUCT REGISTRATION CENTE

Russian Standard is an authorized Comprehensive Certification Center based in the USA and Europe and spe-
cializing in all types of mandatory and voluntary Russian certification and state product registration, ranging
from nutritional supplements and foods to medical and oil equipment.

We are here to help you with all your needs, and we do it in conformity to the US / EU legislation and business
practices. We always scramble to decreasing the costs and process time to minimum.

RUSSIAN / CIS CERTIFICATION & LICENSING

According to Russian Law, more than 60% of all products to be sold and/or used in the country require man-
datory certification/licensing, i.e. they should be approved by relevant Russian authorities in terms of compli-
ance to national standards. This concerns both locally produced and imported goods. Moreover, prior to con-
struction of an industrial or civil site in the Russian territory, a number of approvals are required to undertake
engineering, construction and other technical activities.

Below you will find the list of product and activity categories subject to mandatory Russian approval:

e Products, services and tools assuring safety for life and health of consumers (e.g. foodstuff, drugs, textiles,
electrical appliances, related equipment etc);

e Alcoholic products and equipment for their production;

e Production sites;

o Technical installations at dangerous production sites (e.g. pressure vessels, lifting and hoisting machines,
pumps, equipment for mining, petrochemical, oil & gas, metallurgical and other industries);

e Fire-related products;

e Livestock;

e Products assuring safety for life and health of animals (feed, vaccines etc);

e Pesticides and agrochemicals;

¢ Products and services containing results of genetic engineering activity;

¢ Energy-consuming products and energy resources;

e Telecommunication equipment, tools and services;

¢ Information systems, databases and tools to protect them;

¢ Transportation units, products and services;

e Aerospace machinery;

¢ Geodesic, cartographical and topographical products;

e Forestry raw materials;

e Gas and coal;

¢ Nuclear industry products and technologies;

e Arms.

Russian Standard will help you to obtain on of the following certificates:

¢ Sanitary-Epidemiological Conclusion Certificate (formerly known as Hygienic Certifi
contact with human body;

¢ GOST R Declaration of Conformity for some consumer goods and industrial instrumen

o Certificate of State Product Registration for new foodstuff and some other goods prese
danger for human beings; ‘
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e GOST R Pattern Approval Certificate for measuring instruments;

e GOST R Ex-Proof Certificate for explosion-proof equipment and materials;

o Fire Safety Certificate for flammable or fire extinguishing products;

¢ Design Registration at Rostekhnadzor for hazardous industrial sites

e VNIIS Exemption Letter for products that are not subject to mandatory GOST R certification. Telecom
Type Approval Certificate for telecommunications equipment.

Registration and Certification of medical equipment, devices and materials

As in most countries, in Russia a medical product can be admitted to the domestic market only when and if it
has been found in conformity with technical and medical safety regulations pertaining to this particular prod-
uct.

Assessment of conformity of medical equipment and products to existing safety standards is carried out by the
Russian Health Ministry and Federal State Scientific Certification Center for Medical Products. If found in con-
formity, the product gets entered in the Federal Registry, and the applicant receives the "Registration" license.

Russian Standard Ltd. handles all interaction with the Russian authorities on behalf of the exporter/
manufacturer of medical products, makes sure that the submitted dossiers are complete, and the processing is
done without delays.

For medical devices and materials, along with the registration, Russian regulations require both GOST-R and
Hygienic certification.

We also will help you with NUTRACEUTICALS, when in accordance with the Russian legislation, all food
(nutritional, dietary) supplements, also known as biologically active supplements, are subject to mandatory

State Registration by the Russian Ministry of Health.

We invite you visit our web site www.rosstandard.com for more information or contact us directly:

Russian Standard Ltd ¢/o RECC
P.O. Box 58, 83008 Bratislava 38, Slovakia
Telephone: +421 (0) 907 167 714

mail@rosstandard-europe.com

CERTIFICATION F.A.Q.:

What is the Hygienic Certificate (Hygienic Conclusion)?

=wvo==} Hygienic Certificate confirms the conformity of production and product to Russian sanitary require-
‘ ments; this applies to the manufacturing, storage, transportation and sales.

Some products may not be be subject to mandatory hygienic certification.

The term of validity of a Hygienic Certificate may be 1, 3 or 5 years. In the certain cases,
(manufacturing of experimental sets of new kinds of production, implementation of essentially new
technologies, using non-conventional raw material or components), the validity
of Hygienic Certificate may be reduced at the experts' discretion.

For more information please visit www.rosstandard.com

WWW.RUSCHAM.COM
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EU-RUSSIA RELATIONS: OPINIONS AND ANALYSES

EU-RUSSIA GAS BATTLES 'ONLY
BEGINNING', SAYS REPORT

With Gazprom actively seeking
stakes in the European and particuarly
the German energy market, a new re-
port warns about a 'clash of agendas'
between the EU and Russia that will
increasingly undermine the security of
Europe's energy supply.

"While the EU is challenged by is-
sues related to gas supply, Russia is
fighting the challenges related to ac-
cess to the market. This clash of agen-
das is threatening Europe's security of
supply", says the European Energy
Markets Observatory 2007, published
by the consultancy Capgemini.

The report points to increased ef-
forts by Gazprom, Russia's state-
owned energy giant, to gain "control of
the whole value chain" of the EU's en-
ergy supply, citing a number of new
gas infrastructure projects and impor-
tant pipeline ventures agreed jointly
with Germany's E.ON and Italy's ENL

Alexander Medvedev, Deputy
Chairman of Gazprom's Management
Committee, seemed to confirm the
trend. In an interview with the Frank-
furter Allgemeine Zeitung (FAZ), Med-
vedev said that his firm is planning
several new important projects in Ger-
many, including a large gas-fired
power plant in the north of the coun-
try, to be built as a joint venture with
E.ON.

But a recent Commission proposal
to introduce a 'reciprocity clause' that
prevents vertically-integrated foreign
energy firms, and notably Gazprom,
from gaining a controlling share in EU
energy distribution networks sets the
stage for a future clash between the EU
and Russia, according to the Capgem-
ini report.

"With divergent strategies, one can
easily predict that the EU/Russia bat-
tle for gas supply and value chain con-
trol is only starting", it says.

The EU's dependancy on Russian
gas is increasing steadily, and is ex-
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pected to go from 25% (the current
level of dependency) to 50% by 2030,
according to the Commission.

Colette Lewiner, one of the authors
of the report, told Reuters that the
planned construction in Europe of nu-
merous new fossil fuel power plants,
most of which rely on imports of oil,
coal or gas (notably from Russia), is
incoherent with respect to the EU's
objective of increasing supply security
while decreasing CO2 emissions.

In his opening speech to the Con-
gress, EU Commission President José
Manuel Barroso said that a "genuine
single European energy market will
continue to be open to our partners
around the world, as long as they play
by the same rules as our companies. In
other words, we will protect competi-
tion in our newly-liberalised market".

MANDELSON URGES EU-RUSSIA
RAPPROCHEMENT

EU Trade Commissioner Peter
Mandelson has pleaded for the EU and
Russia to stop acting "like two cities
joined only by a narrow road and a gas
pipeline" and focus on building a long-
term, mutually beneficial economic
and trade relationship rather than get-
ting caught up in short-term political
tactics.

Speaking at the EU-Russia Centre
on 17 October, the EU trade chief
stressed the need for Europe and Rus-
sia to better integrate their economies,
in order to counteract "inevitable po-
litical pressures threatening to pull
them apart".

"For two such large and economi-
cally complementary neighbours, there
is a striking lack of economic integra-
tion. If you remove energy from the

GHAMBER OF COMMERGE °

mix, Russia's exports to the EU are
about the same as those of Morocco or
Argentina," he said.

He urged Moscow to capitalise on
its proximity to the European market
and work on building a more stable
business and political climate, with
fewer import barriers, in order to at-
tract EU investors.

The first essential "confidence
builder" will be Russia's accession to
the WTO, said Mandelson, urging
President Vladimir Putin to rapidly
resolve the remaining pending issues
that are preventing his country from
getting EU approval to join the global
trade body.

He added that important and stra-
tegic questions such as this one should
not share the same stage with quarrels
over export taxes and bans: "Issues like
this should not be allowed to dominate
our relationship," he pleaded, ahead of
a key bilateral summit in Portugal on
26 October, where the two sides are
expected to discuss future perspectives
for EU-Russia relations and a number
of international and regional issues,
including the future status of Kosovo,
the Middle East peace process and
Iran's nuclear programme.

Yet, earlier this week, Poland again
threatened to block Russia's entrance
to the WTO if Moscow refused to can-
cel a near two year-long embargo on
exports of Polish meat and dairy prod-
ucts.

The dispute, along with another
spat over Putin's unilateral imposition
of export duties on raw timber last
March, which angered Finland and
Sweden (whose pulp and paper indus-
tries depend on Russian wood) has
also been holding up the negotiation of
a new bilateral trade and cooperation
treaty between Russia and the EU. m
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BUSINESS NEWS TICKER

Moldova n wine made its way back
into Russian shops after a 20-month
import ban that dealt a heavy
economic blow to Europe's poorest
country. Russia banned wine
imports from both Moldova and
Georgia in 2005, saying much of it

was dangerous to consumers.
Moldova called the ban punishment
for attempts to move closer to
Europe. The ban was lifted after
Moldovan President Vladimir
Voronin gradually took steps to
mend ties with Russia and measures
were taken to improve the quality
of the wine.

Local businesses in 22 regions are
likely to take a beating if and when
Russia joins the World Trade
Organization, according to a report
commissioned by the Economic
Development and Trade Ministry.
Regions such as Moscow and St.
Petersburg could be hardest hit
because they rely heavily on
imported goods, while other regions
would be vulnerable due to their
undeveloped or unprotected
manufacturing enterprises, said the
report, which is being considered by
the ministry. The 1,000-page report,
prepared by economists from the
Higher School of Economics, said
the regions listed could hardly
afford to compete with imported
goods from WTO countries.
Tougher competition once Russia
joined the WTO could hurt regional
producers' business and lessen
revenues into the federal budget,
the report said. It noted, however,

that there would be new
opportunities for local producers to
build export business. Light
industries, especially state- and city-
owned firms, are expected to find it
tough competing with imports,
while domestic carmakers will
suffer from a reduction in import
duties, as would tractor production
plants and distributors of car tires,
coffee and tea, the report said.

Russian food-safety officials plan to
begin inspections of food producers
in Poland as the countries seek to
end a two-year dispute over meat
quality that has stalled Russia's
talks on a key accord with the
European Union. Russia will send
10 officials for two weeks of
inspections. The schedule and the
plants to be inspected will be
determined after the inspectors
arrive in Warsaw. More than 60
meat plants in Poland are interested
in selling their products in Russia
and have agreed to inspections, he
said.

Gazprom Marketing & Trading, the
London-based trading unit of the
world's biggest gas company, plans
to start trading oil and coal. The
company will soon start trading gas
at the BEB hub in Germany and will
also begin trading power in the
Netherlands next year

Rosneft plans to boost its oil output
to 160 million tons in 2015 with
growth powered by assets acquired
from bankrupt company Yukos.

Hyundai Motor said that it planned
to build a factory in Russia, though
key details including the location of

the plant and size of the investment
remain undecided. Hyundai Motor
chairman Chung Mong-koo
disclosed the plan in a meeting with
government officials in Moscow.
Chung said the factory would have
an annual capacity of 100,000
vehicles. Hyundai currently has
factories in China, India, Turkey
and the United States, with another
under construction in the Czech
Republic.

The Russian government plans to
set up a holding that will produce
aircraft engines. The holding will
include a number of Samara-based
aircraft engine makers, including
the Kuznetsov Samara Research and
Technological Center, or Kuznetsov
SNTK, and Motorostroitel. These
companies produce engines for civil
aircraft.

Russia's  Economic
Development and
Trade Ministry has

revised up its '
consumer price
inflation forecast for 2007 to 11%-
11.5%, the ministry said in a report
on the country's social and
economic development. The
ministry's last inflation forecast
adjustment was in late October,
when it was revised up to 10.5%-
11% from 8%. Russia's consumer
price inflation amounted to 9.7%
from January 1 to November 15.

-

The Russian government had
sought to keep inflation within an
8% range this year, but high
inflation in Tecent m—hs has
already pushe b
that target. “In

consumer price 1nﬂatlow
to 9% - right on-the government's
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target for that year.

Poland is ready to remove its veto
on talks over a new EU - Russia
partnership agreement, the new
Polish Prime Minister Donald Tusk
said at a news conference. Tusk
criticized the position of the
previous Polish government, which
vetoed talks on a new EU - Russia
partnership agreement after Russia
imposed a ban on the import of
meat from Poland in 2005.

A special economic zone is expected
to be created at the Vostochny port
in Russia's Primorsky Region.
Earlier this month, Russian
authorities passed a law
introducing special economic zones

at seaports and airports. Special
economic zones in Russia enjoy
lower tax rates and other benefits

Ukraine told Russia that it could
charge more for Russian gas transit
to Europe if Moscow imposed steep
gas price increases, raising the
prospect of another gas dispute
between the two countries.
Gazprom has agreed to increase its
current $100 rate per 1,000 cubic

meters of gas from Turkmenistan by
30 to 50 percent from next year.
Analysts say that could increase
prices by 40 percent for Ukraine, a
major consumer of Turkmen gas, to
a level experts say the Ukrainian
economy would have difficulty
sustaining. Gazprom and Ukraine
are holding difficult talks on next
year's gas prices, which Gazprom
has said can only be determined
after it reaches a supply deal with
Turkmenistan. The gas market and
analysts closely follow pricing talks
between Moscow and Kiev because
previous disputes have led to
disruptions in Russian gas supplies
to Europe, as Ukraine accounts for
80 percent of Russian gas transit.
Gazprom, the world's biggest gas
producer, provides Europe with
one-quarter of its needs. m

UKRAINIAN REAL ESTATE SUMMIT

26th - 28th November 2007, Premier Palace Hotel, Kyiv.

UKRAINIAN
REAL ESTATE

AN Adam Smith
2 3Y CONFERENCES

Ukraine's largest and most pres-
tigious real estate event.

Over 400 attendees expected at
the Real Estate Summit Ukraine in
2007, making it the largest event for
the sector! An unrivalled Speaker
Faculty with more than 65 top-level
leading industry experts from real
estate developers and investment
groups. Unparalleled networking
opportunities with senior decision-
makers drawn from 18 countries
around the world

Just some of the exciting high-
lights of the Ukrainian Real Estate
Summit 2007:

Special-Focus Day on RETAIL
REAL ESTATE IN UKRAINE: 28th

Felll) ! |
| WWW.RUSCHAM.COM|
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November - this special-focus day
will be entirely devoted to analysing
the development of the retail real
estate sector in Ukraine, with Case
Studies and insightful discussion
from the most inspiring industry
players!

INTERACTIVE DEBATE on
investing and financing without po-
litical implications - is this possible?
What role should the Ukrainian Gov-
ernment play in the development of
the real estate sector? What role
should foreign investors play in the
real estate sector in Ukraine?

INTERACTIVE WORKING
GROUP on Managing the Risks in-
volved in real estate development
projects, providing the opportunity
to hear the experts’ opinion (from a
range of companies including real
estate developers, contractors, archi-

(L9

tects, project managers, consultants
and legal advisers) on how to man-
age development risks, as well as
presenting a lively, interactive dis-
cussion on risk management, which
is undoubtedly a thorny issue for all
those involved in property develop-
ments in Ukraine

Case Study Session on the latest
Construction Projects in Ukraine:
hear detailed and practical informa-
tion on the progress, challenges and
solutions involved in the latest de-
velopment projects in Ukraine. .

CEO DEBATE: a panel of top real
estate CEOs will discuss what the
future holds for the Ukrainian real
estate sector and. which. strategic di-
rections will prove most expedient

For more information please visit
event’s website=:



http://www.adamsmithconferences.com/html/conference_html/realestate/restate_nov07.html?t=6�
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BECOME A MEMBER
OF RUSSIAN —EUROPEAN
CHAMBER OF COMMERCE

In support of the RusCham's core activities, which ac-
tively work to improve the business environment for busi-
nesses in Russia and Europe, the Russian—European
Chamber of Commerce also provides valuable business
networking opportunities for members.

Russian — European Chamber of Commerce serves as a
center for assistance and information, keeps members ap-
prised of rapidly evolving government laws and regula-
tions, and organizes meetings for representatives of mem-
ber businesses.

RusCham is an information center that gives much-
needed information and contacts to visiting delegations,
fosters co-operation between potential investors and estab-
lished businesses, and encourages businesses to take ad-
vantage of business opportunities in the Russian Federation
or Europe.

Also RusCham is enabling business representatives to
air their grievances and create a common agenda of needs
and concerns, to act as one voice in presenting that agenda
to the governments and local business communities enable
member businesses to collectively lobby for legislative and
regulatory changes.

The Chamber's most important assets are its members.
They are our clients, our workforce and our strength. Our
mission is to promote the development of commercial rela-
tions between the Russian Federation, EU and the interna-
tional community.

RusCham membership is made up of enterprises and
entrepreneurs from the member states of the European Un-
ion (EU) and the Russian Federation, which have business
activities with and in the Russian Federation, CIS and
Europe. These members determine the overall strategy and
policies of the organization.

To become a member of RusCham please send an e-mail

to membership@ruscham.com or contact us at +421 907 167
714.

ADVERTISE WITH RUSCHAM NEWSLETTER!

We send our RusCham Newsletter every month directly
to over then 50,000 businesses, government and profes-
sional organizations in Europe, Russia, CIS and other coun-
tries.

Adpvertisers are responsible for design of banners, which
must be submitted in electronic form to ad@ruscham.com
in GIF format.

For prices for advertisement please visit http://

www.ruscham.com. To reserve your space or ask ques-
tions please contact us at +421 907 167 714.

CONTACT US
With any questions concerning membership feel free to
contact us on membership@ruscham.com. Please send any com-

ments on RusCham Newsletter to ad@ruscham.com

Head Office in EU:
Russian-European Chamber of
Commerce

P.0.Box 58, 830 08 Bratislava
38, Slovakia

E-mail: mail@ruscham.com
Tel: +421 907 167 714

Russia:

101000, Moscow
Chistoprudny blvd. Bld. 5/10,
Suite 214

Telephone: +7 495 980 8440
Fax: +7 495 980 8441

Head Representative

Mr. Mikhail Kolesnichenko

Austria

A-8010 Graz

Langegasse 19

Telephone.: +43 316 68 9556
Fax: +43 316 68 5487

Head Representative Dipl.-Ing.
Mr. Peter K. Erlach

Russia:

117335 Moscow,

ul. Vavilova 81

Telephone: +7 495 132 7522
Fax: +7 495 132 7526

Head Representative

Dr. Sergey Abramov

Bulgaria

25 Yakubitza, A, 12, 1164 Sofia,
Bulgaria

Telephone: +359 885 707 008
Fax: +359 2 962 7692

Head Representative

Mr. Andrey Bachvarov

Russia

Hall 5-a, LENEXPO, VO, Bolsoy
pr.103, St.Petersburg, 199106,
Russia

Telephone: +7812 3212676

Fax. +7812 3212677

Head Representative

Mr. Alexander N.Tikhomirov

France

Telephone: +33 6 60 56 31 57
Head representative

Ms. Anna Koulinsky

Serbia and Montenegro
Kraljice Katarine 49

11000 Belgrade

Telephone: +381 11 305 9612
Fax: +381 11 3551 706

Head Representative

Mr. Alexander Perishic

Hungary:

Fulemule U. 12-18 2/B EP. 1121
Budapest

Telephone.: +36 30 255 6130
Fax +36 1 395 6613

Head Representative

Mr. George M. Palasthy, MSc

UK

Olympic Office Centre, 8 Fulton
Road

Wembley, Middlesex, HA9 ONU
Telephone +44 7976 364 727
Fax: +44 20 8795 2977

Head Representative

Mr. Mark Proskourine

Latvia:

Mukusalas 42, Riga, LV-1004
Telephone: +371 7 625 733,
+3717 625612

Fax +371 7 625 612

Head Representative

Mr. Sergey N. Alexeev

Ukraine:

01032 Kiev,

ul. Zhilyanskaya 110
Telephone: +380 44 234 2725
Fax: +380 44 240 9200

Head Representative

Mr. Igor Ort

Republic San Marino / Italy
Via 3 Settembre 128/1 Dogava
Republica di San Marino
Telephone: +378 901 924

Fax. +378 908 143

Head Representative

Mrs. Galia Checcoli

USA:

115 Mendham Ave,

Suite 1A, Hastings-on-Hudson
NY 10706

Telephone (914) 478 7557
Fax (309) 276-0783

Head Representative

Mr. Gregory Temkin

China

Room 614, NO. 218, Hengfeng
Road, Shanghai, P.R.,

China 200070

Telephone: +0086-21-51088618,
Fax: +0086-21-51801920 ,

Head Representative

Mr. Kelvin Gao

THIS PUBLICATION CAN BE DOWNLOADED FROM WWW.RUSCHAM.COM. PLEASE DO NOT-SELL\ IT
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