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OVERVIEW: RUSSIA’S TELECOM SECTOR

Three major trends fueled Russian telecom development in 2006: (a) liberalization of the long-
distance telecom market and introduction of new operator interconnection regulations, (b) broad-
band Internet access as the new leading market segment, and (c) the upcoming issuance of third-
generation (3G) licenses amid 100 percent mobile-sector penetration and value-added services

(VAS)-sector growth.

In 2007, there will be increasing
competition in the long-distance
market segment. Fixed-line operators
will further diversify their services,
particularly among broadband and
convergent services. Other leading
market sectors are digital subscriber
line technology, Internet protocol
television (IPTV) solutions, next-
generation network equipment, and
passive optical network technology.
The mobile sector will feature in-
creasing competition for subscriber
loyalty, offering heavy VAS content
(mobile television and interactive
games) as operators deploy 3G net-
works. Cable television, broadcast-
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ing, and satellite operators will en-
rich content and expand their offer-
ings to subscribers.

MARKET OVERVIEW

Russia’s steady macroeconomic
performance (6.8 percent gross do-
mestic product growth in 2006) in-
creased government and corporate
spending on information and com-
munication technology (ICT) infra-
structure and services, and growing
regional consumer spending in-
creased telecom-sector growth. In
2006, the Russian telecom-sector
revenues reached $29.6 billion, a 26
percent growth over 2005, as re-
ported by iKS-Consulting. The mo-
bile communications sector grew 34
percent and exceeded $10.5 billion.
However, broadband access showed
the largest growth of more than 42
percent.

In 2006, according to the Russian
Ministry of Information Technolo-
gies and Communications (MITC),
the total ICT market exceeded $40
billion. Local capital investments

totaled $5.6 billion, a 7.1 percent
growth over 2005, while foreign in-
vestments totaled $4.1 billion, a 19.5
percent annual growth. The Russian
Web user base reached 25 million,
and revenues from Internet access
and data transmission services
reached $2.1 billion, or 24 percent
growth, compared with $1.7 billion
in 2005.

LIBERALIZATION OF THE
LONG-DISTANCE MARKET

January 2006 began with a his-
toric event. Rostelecom, the national
carrier and dominant player on the
long-distance telecom market, awoke
to a new competitive reality —the
market was liberalized. Actually,
more than 20 new operators received
licenses to provide long-distance and
international communication ser-
vices. Analysts estimated the Russian
long-distance telephony market size
at $1.9 billion t
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cea. A new operator must have a na-
tionwide network and an agreement
with regional operators for the last
mile connection. Moreover, new in-
terconnection regulations divided
operators into three major levels:
local, zonal, and long-distance. Long-
distance operators now must connect
to end-users only through regional
operators (local level) and pay inter-
connection fees for every call.

The first contender, Multiregional
TransitTelecom (MTT), began pro-
viding services in 2006 and was ex-
pected to challenge Rostelecom’s
position. However, with its modern-
ized network, good pricing, and im-
proving customer service, Rostele-
com did not yield much ground to
MTT in 2006, and the MTT sub-
scriber base reached only 2 million (4
percent). Nevertheless, MTT expects
to capture 15 percent of the market
share by 2008. With more than 40
million subscribers, Rostelecom
gained 60 percent of the market,
while the smaller operators, includ-
ing Internet protocol providers and
grey-market operators, fought for the
rest.

In January 2007, Golden Telecom
(GT), one of the largest alternative
telecom operators, launched services.
With a strong regional network, de-
veloped corporate market segment,
and significant distribution network
of 30,000 points, GT plans price ser-
vices at 10 percent less than Rostele-
com. GT remains upbeat, expecting
to grab some 20 percent of the mar-
ket share by 2008 and estimating that
the market will exceed $4 billion.

FIXED-TELEPHONY SECTOR:
BROADBAND ACCESS BOOM

The boom of the Russian fixed-
telecom market was rather predict-
able. Russian regions outside the
more mature St. Petersburg and
Moscow markets demonstrated in-
creasing consumer and corporate
spending confidence as broadband
Internet usage skyrocketed. No won-
der the broadband access market has
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become the leader of the information
technology sector. MITC believes
that the data transmission market
will grow from $1.18 billion in 2005
to $2.8 billion in 2008.

Moreover, the emerging IPTV
market is also flexing its muscles.
More than 20 Russian operators
joined MTU-Intel and other market
leaders in providing video services.
According to iKS-Consulting, there
were about 150,000 IPTV subscribers
in Russia in 2006, and by 2010, that
number may reach 1.4 million.

Thanks to the interconnection and
the “Calling Party Pays” (CPP) regu-
lations ratified in 2006, Russian fixed
operators received a significant fi-
nancial boost. Long-distance and
mobile operators reported that just in
the third quarter of 2006 fixed opera-
tors earned some $14 million. Fi-
nally, fixed operators shouldered
alternative operators in their tradi-
tional spheres of influence, Internet
access, and cable television market
sectors, offering a whole range of
new competitive services.

Russia’s incumbent telecom op-
erator, Svyazlnvest Holding, will
probably not be privatized until
2009. Security and military agencies
blocked this move in 2006, citing na-
tional security reasons. Analysts be-
lieve that because of the upcoming
presidential election, the decision on
privatization will be postponed fur-
ther. However, Svyazlnvest’s interre-
gional companies showed some
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good results, appeasing investors in
2006. The results were reached
through an effective cut in opera-
tional costs and personnel, as well as
through the installation of new enter-
prise resource-planning solutions to
improve enterprise management. At
the end of 2006, Comstar UTS, Sis-
tema Telecom’s major fixed telecom
asset, purchased 25 percent of Svyaz-
Invest shares from its owners, Leo-
nard Blavatnik and Viktor Veksel-
berg, for $1.3 billion.

In 2006, some 7,000 WiFi hotspots
operated in Russia. J'son & Partners
predicts that the number will exceed
9,400 in 2007, growing exponentially
in the next five years. Most promi-
nent, however, is the GoldenWiFi
network launched by Golden Tele-
com that added 6,700 hotspots, mak-
ing it the largest WiFi network in
Europe.

MOBILE SECTOR SATURATES

In 2006, the Russian mobile mar-
ket became the third largest in the
world by number of subscribers and
revenue, after China and the United
States. Mobile penetration exceeded
100 percent because some 152 million
subscribers (Russia’s population is
145 million) used mobile services in
2006. Major mobile operators faced
saturation and increased spending
on marketing and development of
VAS services.

The introduction of the CPP regu-
lations helped Russia’s leading mo-
bile operators to soften the gradual
fall in average revenue per user. An-
ticipating a drop in mobile calls, op-
erators quickly moved to ruble-based
tariffs, raising average tariffs by 5 to
10 percent. Operators also secured
reimbursements of $0.03 per minute
by fixed operators, which resulted in
a 5 to 10 percent net profit to major
operators.

Leading mobile operators, MTS,
Vimpelcom, and MegaFon ‘held 85
percent of the ' Russian mobile mar-
ket, while the share of regional op-
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erators reached 15 percent (22 mil-
lion subscribers, 3 percent growth).
Tele2, SMARTS, SibirTelecom, and
UralSvyazIinform demonstrated the
most dynamic results.

3G COMES TO RUSSIA

3G mobile telephony technology
finally arrived in Russia. At the end
of 2006, the Russian State Committee
on Radio Frequencies approved the
allocation of 3 x 15 MHz in 1935-
1980 MHz and 2125-2170 MHz fre-
quencies, and 3 x 5 MHz in 2010-
2025 MHz frequencies for 3G devel-
opment. This frequency capacity is
sufficient to issue three nationwide
licenses. The licenses will cost
around $100,000 and will be issued
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for a period of 25 years. Operators
are expected to “clear” the frequency
and to invest millions of dollars into
equipment and network construc-
tion.
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In April 2007, the tender commis-
sion will announce winners accord-

ing to a scoring system for each op-
erator. The scoring system will use
major criteria, such as network pres-
ence in each Russian region and the
amount of potential investment in
new networks. According to ana-
lysts, Russian mobile operators will
first launch 3G zones in about 20
Russian regions. Although the mo-
bile content market has resurged
from its unexpected slump in 2005,
the “heavy” content services have
not yet emerged as mainstream. In
emerging markets such as Russia,
where mobile penetration is uneven
and customer preferences are based
on purchasing power, it is hard to
predict the exact start of 3G. m

RUSSIAN VIEWS ON THE PAST, PRESENT & FUTURE

How do Russians assess the past 16 years since the collapse of the Soviet Union and what is

their outlook for the future?

Three research
efforts publicised at 6 e ‘ L
the EBRD’s Annual P
Meeting show that,
looking back, what |
Russians most ap- |
preciate about the g
Soviet era is the sta- |
bility it afforded.
Looking at life today, what they
prize most are the opportunities
available in the new Russia.

The Life in Transition (LiT) sur-
vey undertaken by the EBRD and the
World Bank provides statistical
analysis of public opinion polls con-
ducted in Russian cities and in other
transition countries in 2006. Survey
respondents were asked directly
about their attitudes to things that
affect their lives and about their gen-
eral level of satisfaction or happi-
ness. Additional data was gleaned
through the Russian Longitudinal
Monitoring Survey (see slides).

In addition, this spring the EBRD
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commissioned the Moscow-based
Institute for Comparative Social Re-
search to conduct 34 focus groups in
nine cities, from Vladivostok to St
Petersburg to Rostov-on-Don, to con-
verse with everyday Russians about
their attitudes and aspirations re-
garding their recent past, their pre-
sent and their future. These results,
published as the Russian Attitudes
and Aspirations study (see sum-
mary), were inspired by data from
the LiT survey in Russia.

All three came together today in
an Annual Meeting panel discussion
on Russian public opinion, titled The
view from the ground: which way is
up? Anna Andreenkova, co-director
of the Moscow-based Institute for
Comparative Social Research, dis-
cussed the results of the focus group
sessions. Ekaterina Zhuravskaya,
associate professor of economics at
the New Economic School and aca-
demic director of the Centre for Eco-
nomic and Financial Research, elabo-
rated on the RLMS findings. It was

moderated by Stephen Dalziel, for-
mer BBC World Service Russian af-
fairs analyst.

According to the focus group
study, what Russians like best about
their country today is the economic
and political stability it currently
enjoys. What worries them most: low
living standards, corruption and the
decline in health care and education.

The research shows that younger
and better-off Russians are more
positive about the present vis-a-vis
the Soviet past than are older people
with less promising financial pros-
pects. But even the latter agreed that
the new Russia offers greater oppor-
tunities for hard-working, talented,
educated people than did Soviet
Russia. Regardless of age or income,
the ideal in Russia today is to achieve
a middle- claSC,JA@,%;em_,,,European
standard of 11vmg,"i~‘tfh'a steady in-
come, a car and a th of one 's own
with a computer, TV;etc. « :
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All the same, many Russians
“mythologise” the Soviet past, as Dr
Andreenkova put it with regard to
the fondness many Russians express
for the certainties of the old system.

Dr Zhuravskaya concurred. “If
you ask people if they trusted each
other more in Soviet times, they will
say ‘yes’, but after a while they start
remembering reporting to the police,
the KGB.” Similarly, she said, while
many people would like prices to be
set by the state as they were in USSR
times, they have forgotten that such
centralised economic control meant
shortages and lack of choice in
shops.

Asked whether the Russians in
her focus groups who pine for the
Soviet days actually experienced
those days, Dr Andreenkova mused,
“They had experience with it, yes,
but they know longer know the So-

viet Union. Today the Soviet Union
is so far detached, it is a faraway
land of the golden age...where we
probably never lived.” In fact, she
said, what they think they had in the
past is actually what they long for in
the future.

All the same, the Soviet Union as
a point of reference is receding, the
two said. “It's no longer as impor-
tant,” said Dr Andreenkova. “People
reflect back more to the 1990s” when
assessing whether today is good or
bad.

There were many seeming con-
tractions in the surveys. For example,
there was the widespread view that
state intervention in the economy is a
good thing (particularly regarding
ownership and exploitation of natu-
ral resources), while at the same time
many respondents expressed deep

mistrust of state institutions. Added
to this is the overriding concern
about corruption.
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“One gets the impression the peo-
ple want to just hand over their lives

to the government,” said Dr
Zhuravskaya. However, she doesn’t
believe this is the case. She explained
that Russians want officials to as-
sume their responsibility to manage
state assets honestly and for citizens’
benefit. m

EU THE MOST POPULAR AMONG GREAT POWERS

Citizens around the globe hope for a stronger international role for the EU to make the world a
better place, this year's 'Voice of the People' survey has revealed.

More than a third of respondents
(35%) prefer to see the EU's power
increasing while only 20 percent
want it to decline. In comparison,
only 26 percent of respondents be-
lieve an increase in US power would
make the world more worth living
in, while 37 percent think the oppo-
site.

The poll, released October 24 by a
new think-tank, the European Coun-
cil on Foreign Relations (ECFR), was
conducted among 57,000 students in
52 countries.

Unlike the US, the EU seems to
have a good reputation worldwide
and is also '"highly appreciated"
among its neigbours, including po-
tential future EU members like Ma-
cedonia and Albania, the ECFR ana-
lysts, Mark Leonard and Ivan
Krastev, write.
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In contrast, citizens from most
European nations name the US as the
country they hate the most, even
more than Iran, the only country
with lower approval rates in the
world, according to the survey.

"The European Union is unique
among the big four powers (the other
three being the US, China and Rus-
sia) in that no one wants to balance
its rise", the think-tank commented.

According to the authors, "it is
striking that a continent with a mili-
tary budget second only to the
United States, and the biggest num-
ber of peace-keeping forces serving
in the world seems to be perceived as
a force of good".

However, this may be due to the
failure of EU policymakers to
achieve greater visibility for EU
power, the authors suggest.
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"The fact that European peace-
keepers tend to operate under a
NATO or a national flag rather than
a European one probably helps to
make the EU seems less threatening",
the authors conclude.

However, citing the decline of the
EU's soft power in the former Soviet
republics, in Turkey and some of the
Balkan countries, they warn that in
the long-run, "softness" may generate
sympathy, but not necessarily re-
spect. "The EU must not make the
mistake of confusing popularity with
power".

The changes agreed upon in the
reform treaty would make the EU
more effective, "but I do not think
they will bring a “an immediate
step-change in th"e’ EI; g'lobal role",
Mark Leonard predi te .m
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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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9™ EU-RUSSIA
¢ INDUSTRIALISTS ROUND TABLE

October 25™ 2007, Lisbon

9th General Meeting of the EU-Russia Industrialists' Round Table
“Business to seize new Opportunities - Politics to secure them”
LISBOA CONGRESS CENTRE, Lisbon, Portugal - October 25, 2007
The 9th General Meeting of the EU-Russia Industrialists' Round Table (IRT) will take place in Lis-
bon on October 25, 2007. By tradition this special one-day event is scheduled to take place on the eve
of the EU-Russia Summit.

Conference theme: This year's IRT conference will focus on successful businesses seizing the opportu-
nities in Russia and Europe, looking at pragmatic ways of strengthening EU-Russia business relations,
especially through a more intensive and regular form of cooperation - stronger cooperation designed
to consolidate the EU-Russia Common Economic Space. This should be helped by expected events
such as the renewal of a long-term bilateral Agreement and Russia's WTO accession.

The EU-Russia Industrialists' Round Table (IRT) is a business-driven process founded and endorsed
by the EU-Russia Summit in July 1997. Each year it brings together business leaders and key decision
makers from Russia and Europe to discuss a broad range of issues related to core business and indus-
trial areas.

IRT is co-chaired by Mr. Anatoly Chubais, CEO, RAO "United Energy Systems of Russia" and Mr. Nils
S. Andersen, CEO, Carlsberg.

The principal objective of IRT is to provide a permanent forum for the open-minded discussion of
critical issues in bilateral relations and formulation of joint recommendations of business community
to the EU and Russia's political leadership on expanding trade, investment and industrial co-
operation.

The proceedings of the IRT General meeting will take place in Congress Centre of Portugal in Lisbon
and consist of a number of roundtable discussions on specific sectors and issues, as well as a high pro-
file plenary session together with influential political leaders from the EU and Russia.

This year the company Kellen Europe was appointed to organize this top-tier event.

General Contact information:

IRT 9th General Meeting Secretariat
¢/ o Kellen Europe

Avenue Marcel Thiry 204

B1200 Brussels, Belgium

Tel: +32 2 774 9606

Fax: +32 2 774 9690

E-mail: IR-T@kellenurope.com

Please visit http://www.irt2007.com/ for more information and registration for the event.
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EU-RUSSIA RELATIONS: OPINIONS AND ANALYSES

EU, RUSSIA TO EXPLORE
'RECIPROCITY' IN ENERGY
TRADE

A joint EU-Russia expert group
was announced in Brussels yesterday
(16 October) to discuss a 'reciprocity
clause' included in the Commission's
September energy liberalisation pro-
posals. The clause, which has caused
anger in Moscow, would block Gaz-
prom and other foreign investors
from acquiring energy assets in
Europe if their countries do not open
up their own markets in return.

he EU and Russia began an
'Energy Dialogue' in 2000 in order to
formalise their energy relations: the
EU is Russia's main trading partner
for energy, and the Union is depend-
ent on Russia for 25% of its oil and
gas consumption.

But relations between the two
sides have been marred by difficul-
ties, with European firms complain-
ing about restricted access to key
energy resources and investments in
Russia.

EU Energy Commissioner Andris
Piebalgs and Russian Energy Minis-
ter Victor Krishtenko held a meeting
in Brussels on 16 October to discuss
the strained relations between the
two blocs on energy. The meeting
took place ahead of an EU-Russia
summit on 23 October where energy
once again looks set to dominate the
agenda.

'Reciprocity clause' for energy
investments

A special expert group composed
of EU and Russian representatives
was set up at the meeting to discuss
the Commission's 'reciprocity clause'
included in its 19 September propos-
als on energy liberalisation.

At a joint press conference in
Brussels, Piebalgs characterised the

 WWW,RUSCHAN.COM|

talks as "frank and successful" and
Krishtenko reiterated Moscow's com-
mitment to EU gas supply security.

Krishtenko said his government
will await the outcome of discus-
sions before taking an official posi-
tion on the proposal. He added that
Moscow is "very interested" in taking
part in the discussions and
"enriching" the talks.

Russia has already unbundled its
electricity sector, but its gas firms,
notably Gazprom, remain vertically
integrated and closely connected
with the Russian state.

In the absence of a formal posi-
tion from his government, Krisht-
enko expressed his "personal view as
an engineer", which included "some
doubts" that electricity and gas net-
work unbundling should be dealt
with in the same way. Gas and elec-
tricity infrastructures function differ-
ently, he said, and are governed by
different market mechanisms and
investment decisions, including
long-term contracts.

New 'early warning' system?

In response to questions from
reporters, Krishtenko pointed to the
possible creation of a two-phase
early warning system between the
EU and Russia.

One phase would function as a
mechanism for information exchange
on new legislation and long-term
risks and opportunities. Moscow, for
instance, did not hide its surprise
when the Commission's reciprocity
proposal was published.

The other would be designed for
information sharing on short-term
"significant issues which could give
rise to difficulties", Krishtenko said.
Concerns in Europe were raised par-
ticularly during the January 2006 gas
dispute with Ukraine, which saw

Moscow briefly interrupt supplies to
Europe.

When asked about a possible re-
peat of gas supply cuts in the coming
winter, Krishtenko said that "no hin-
drances are foreseen", but added, in
a likely reference to Ukraine, that
there can be no "exclusion of periodi-
cal risks which can arise in terms of
transit countries". m

UKRAINE-GAZPROM CRISIS
AVERTED, FOR NOW

Ukraine has agreed to settle a
debt of $2 billion owed to Gazprom,
calming EU fears about a possible
repeat of the January 2006 gas sup-
ply crisis caused by a payment dis-
pute between the Ukraine and the
Russian energy giant.

In addition to a cash payment of
nearly $930 million, Ukraine has also
agreed to hand over $1.2 billion in
natural gas deposits to Gazprom as
part of a debt clearance deal an-
nounced by Russian Prime Minister
Vikto Zubkov on 8 October.

The agreement follows earlier
assurances by Ukraine's energy min-
istry that the crisis would be re-
solved swiftly, a move widely inter-
preted as an effort to remove barriers
to the election of Yulia Tymoshenko
as prime minister during upcoming
elections (EurActiv 01/10/07). There
was speculation that Russia was us-
ing the Gazprom debt issue as a way
to put political pressure on Ukraine
to block the ascendancy of Ty-
moshenko, who represents pro-
Western forces in Ukraine.

Following the announcement, EU
Energy Commissioner Andris Pie-
balgs assured during a
speech in Vie 6 iss
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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-europe.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 , www.rosstandard-europe.com

CERTIFICATION F.A.Q.:

What steps do we need to take to get the GOST-R certificate?

. Firstly, address to our office by phone, fax or email.

o You will fill-in some special forms - we will need to get detailed information and replies to all
our questions!

J Technical documentation can be received in written or sent by email or through Internet.

. You will send us copies of valid certificates (ISO 9000 and so on)

For more information please visit www.rosstandard-europe.com
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A customs union of several former
Soviet countries is expected to start
functioning by 2010, Russian
President Vladimir Putin said at a
summit of the Eurasian Economic
Community, or EurAsEc. In August
2006, Russia, Belarus and
Kazakhstan agreed to join the
union, Putin said. He added that
other members of the EurAsEc were
also expected to subsequently
accede to the customs union.
Besides Russia, Belarus and
Kazakhstan, the EurAsEc includes
Kyrgyzstan, Tajikistan and
Uzbekistan. The community was set
up in 2001. Its stated goals include
economic integration and common
border security.

The State
Corporation
for  Atomic
Energy, or
Rosatom, will
be set up
sometime  in
January-March
2008, Sergei Kiriyenko, head of the
Federal Atomic Energy Agency,
said. The bill introducing the
corporation is expected to be signed
into law by the end of this year, he
said. To become law, the bill must
be approved by the State Duma, the
parliament's lower house, in three
readings and by the Federation
Council, the upper house, in one
reading before being signed by the
president. The State Corporation for
Atomic Energy will replace the
Federal Atomic Energy Agency,
which is also known as Rosatom,
the bill read.

o )
POCATOM

Rosneft is likely to seek a new
intermediary for the $3.4 billion sale
of a 50 percent stake in its
Tomskneft wunit. State-owned
Vneshekonombank, which gained

| WWW.RUSCHAM.COM|

Federal Anti-Monopoly Service
permission last week to buy a
controlling stake in Tomskneft,
probably will not act as
intermediary on behalf of
Gazprom's oil wunit, citing
unidentified people close to the
bank and Rosneft.

The Russian government is not
satisfied with the current operation
of the alcoholic beverage
registration system known as
EGAIS, Deputy Prime Minister and
Finance Minister Alexei Kudrin said
following the government's talks on
the system. Currently the
registration system puts excessive
pressure on businesses, imposing
numerous requirements on them,
Kudrin added. The alcohol
registration system is expected to
help combat Russia's large
counterfeiting problem in the sector,
but its introduction has been
fraught with delays, with the latest
target for full launch now set for
June 1, 2008.

Initially, it was supposed be fully
operational on July 1, 2006. The
registration system envisages using
new excise stamps for alcoholic
beverage bottles with a barcode and
barcode scanners for entering
information about production and
sales of alcohol into the system.

Hydroelectric power generator
Hydro-OGK will unite 21 separate
firms and around 50 power stations,
including one part-owned by
Gazprom, when it floats shares in
2008, the company said. Hydro-
OGK board member Vasily Zubakin
said the Zagorsk hydroelectric
power station, of which gas
monopoly Gazprom owns about 30
percent, had agreed after protracted
talks to join the structure that will
generate one-fifth of the country's

electricity. Hydro-OGK expects to
complete the legal process to
consolidate most of the generating
subsidiaries, including Zagorsk, by
January. Two other firms, the
Irganaiskaya and Kaskad power
stations, would be integrated by
June, the company said in a
statement. The resulting company
would have total generating
capacity of about 24 gigawatts,
making Hydro-OGK the biggest
producer of renewable energy in
Europe and second in the world
only to Canadian state-controlled
Hydro-Quebec.

Deputy Prime Minister and Finance
Minister Alexei Kudrin has been
appointed head of the Russian
government's commission in charge
of the country's accession to the
World Trade Organization (WTO),
the government's press office
reported. Meanwhile, Regional
Development Minister Dmitry

Kozak has been appointed head of
the commission in charge of the
Investment Fund, the press office
said. The government uses the fund
to finance infrastructure projects.

Consumptlop
products has ‘nove tharn doubled to
almost 4 trillio over the past
seven years, ~while 'agricultural

output has grown..20% in the
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period, Kudrin said without
elaborating. With consumption
outstripping domestic production,
Russia has turned to imports to
meet its demand for agricultural
products, Kudrin said, noting that
imports now accounted for 20%-
40% of the demand for certain food
products. Kudrin attributed the
soaring food prices in recent months
to increased demand for
agricultural products, higher prices
on the world market, and a weak
global harvest this year. The
minister also said that the rise in
prices was not limited to food
products. Even if prices for food
had not increased, Kudrin said
consumer price inflation would still
exceed the government's target of
8% in 2007 and amount at least 9%
due to excess money supply,
income growth that is outstripping
productivity growth, and

insufficient domestic output to meet
the growing demand, Kudrin said.
Kudrin said earlier in October that
consumer price inflation this year
would amount to at least 9% and
likely approach 10%. In an effort to
put downward pressure on food
prices, the federal government
reached an agreement with food
producers and retailers earlier this
week to freeze some food prices
until January 31, 2008. The
government has also cut import
duties and raised export duties on
some food products and announced
it would start selling its grain
stocks.

Russian President Vladimir Putin
has proposed holding the next
Russia-E.U. summit in the Russian
city of Khanty-Mansiysk. Putin is
taking part in the Russia-E.U.

summit in the Portugese city of
Mafra. The next summit is expected
to take place in early June 2008,
Putin said at a news conference
Friday, adding that the exact date of
the summit will be set later.

LN

Prosperity Capital said that it was
seeking to raise at least $200 million
this year in a London listing for
New Russian Generation, a power-
focused fund that is well positioned
to take advantage of the
liberalization process in Russia's
electricity industry. New Russian
Generation, whose power industry
portfolio is worth approximately
$1.6 billion, has a 27 percent stake
in thermal and power generation
company TGK-2, and 19 percent
stakes in both TGK-4 and TGK-6. =

UKRAINIAN REAL ESTATE SUMMIT

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

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

| 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-

UKRAINIAN
REAL ESTATE

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�

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

0 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 625 612

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 NOTVSELL\ IT
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