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Good morning, Dear Ladies and Gentlemen! 

My presentation will be quite concise to focus on the essential aspects inherent in de-monopolization and in the evolving competition, namely the trends and developments visibly occurring in the markets of Energy, Transport and Communications of the Russian Federation. 

Electricity Industry
Restructuring of the electric power sector in Russia is basically about separating naturally-monopolistic (that is electricity transmission together with supervised distribution thereof) from the competitive activities (such as generation, sales, repair). 
Those economic entities who are involved both in the naturally-monopolistic and in the competitive activities must make that separation happen. Exceptions will be made for those companies operating within the isolated energy systems in Kamchatka, Sakhalin, Chukotka, Taimyr. Also, avoidance of such separation is made possible for the large industrial power utilities consuming more than 75 per cent of their self-generated energy. This status is feasible for up to 180 economic entities. To this effect they will have, within one month, to send a notification to the Federal Antimonopoly Service containing information for review. Failing that, the FAS Russia shall initiate enforced re-structuring through the court, and such court procedures have already been underway throughout Russia. It is a plan to finalize such separation of economic entities by March 1, 2008. 

In the effort to de-monopolize the electric energy market, a key task is to achieve  gradual withdrawal of the State from the stockholding capital of the generating and sales companies. Based on the assets of the natural monopoly - RAO “UES Russia” – 4 territorial-generating companies (TGC) have been founded. Large power plants have been put together to form 6 “heat” wholesale generating companies (WGC) on the premises of the largest SDPP (State district power plants), and 1 WGC on the premises of hydro-electric power plants. Altogether 21 generating companies have been involved.
Generating companies are organized according to the ex-territorial criterion taking into account the maximum degree of market power limiting control. In other words, configuration has been elaborated so that each and every WGC and TGC could have the least impact on the wholesale electricity market prices. The abovementioned configuration for the generating companies has been subjected to an independent review as ordered by the FAS Russia. In general, it has been deemed warrantable in terms of inculcating the environment in view of engineering realistic competition in the wholesale market. 

In 2006, a pioneering electric energy companies’ primary stock floatation was made among an unlimited community of investors. In November, about 14 per cent of the “WGC-5” open-end JSC ownership capital was placed in the market. The demand for the shares has exceeded the supply more than 10-fold. For 2007, over 5 additional issues of shares are planned that will be placed in Russia as well as in Europe (at the London Stock Exchange, LSE). Additionally, there are plans to sell the equities of the O-E JSC RAO “UES Russia” within the generating companies in favor of strategic investors. The first round of auctions shall be held to sell the controlling interests of sales companies that have segregated themselves from the JSC-energo.
To foster competition in the electric energy sector, 2 pricing zones have been introduced in the electricity wholesale market where the electricity is supplied through competitive tender by selecting the price-specific bids of the suppliers and the consumers, in accordance with the Wholesale Market Regulations. The Government of the Russian Federation and the Federal Antimonopoly Service together have drawn up currently enforced Rules for Non-Discriminatory Access to the electricity transmission services that ensure unimpeded passageway to the electricity wholesale market for the users and the generators.
Transport
Railway Haulage
Restructuring transport system in Russia is facing a priority challenge, namely to foster competition in rail haulage. Formerly, the railway transport sector had the federal executive authority body – the Ministry of Railways being an economic monopolistic entity.
In the first phase of rail transport reform, the economic and the authoritative governance functions were made separate. The Ministry of Railways was annihilated and the O-E JSC “Russian Railways” was established. Also, that restructuring effort has registered another achievement. Flexible tariff design system has been introduced, involving in particular, introduction of the wagon-specific component within the gross haulage tariff. This made it possible to segregate the wagons, namely a whole segment of the rail haulage market, from the naturally monopolistic environment. The shippers thereby have been enabled to choose the owner of the wagons. As of today, about 35 per cent of the wagons used in the rail haulage operations in Russia belong to private companies. 

In the next, third phase of rail transport reforming it is planned to separate the infrastructure-related activities from the haulage operations. This should enable the shipper to choose not only the owner of the railway car for the haulage episode but also to choose the owner of the locomotive traction. To this effect, possible options in terms of organizational, managerial, legal and tariff prerequisites have to be scrutinized, in particular pertinent to specifying the locomotive component in the tariff. 
Reform in this sector should deliver the emergence of mutually competing carries and the rail transport market will be de-monopolized.
Civil Aviation
Russian Ministry of Transport has approved the Concept of Managing the Federal Property of Airports (airfields) of the civil aviation. It involves restructuring the airports’ networks according to the internationally guidelined "hub and spoke network" layout for aviation routing networks’ design as well as mobilizing private sector investments for the airport infrastructure development. The National airport network will be backgrounded by the three groups of airports: hub (or base), sub-hub and local (or supportive). 
At this point, to ensure effective development of the air transportation market based on the competition principles it is intended to have privatized or to give into concession the property packages of the civil aviation as well as to perform mandative splitting of united aviation enterprises (companies) into separate and independent airports and air companies.
Gradually, Governmental regulation of airport duties, fees and tariffs will subside and stop in potentially competitive and in competitive sectors of airport activities.
Also, the FAS Russia is elaborating the rules for non-discriminatory access to the airport infrastructure.
In particular, to enable non-discriminatory access to the refueling companies of the airports it is suggested: 
- to allot territories for creating alternative refueling companies; 
- to make it possible for the air companies to store the kerosene fuel in the fuel-storage tanks of monopolistic fuel companies;
- to organize open exchange trade of aircraft kerosene fuel.

Water Transport
The Russian State has abandoned the monopoly on seaports which now belong to private companies that compete among themselves.
On top of that, the FAS Russia will be striving to abate State regulation of economic entities involved in cargo handling terminal operations related to inland water transport. The only exceptions to be considered are the river ports in the Thule areas as well as in the eligible areas as long as these can be the only inlets used for handling North-end destined cargoes by the river transport at the expense of the Government budget. 

As for the marine transport, the FAS Russia has reviewed the market of the seaport cargo handling operations at the ports of the Far East. Based on the findings it has made a proposal to the Federal Tariffs Service to abate the State regulation of all economic entities operating within the uniform geographical boundaries of the market concerned. Also, on the initiative of the FAS Russia, in April 2007 the sederunt of the Government of the Russian Federation codified the right of specialized seaports (fish, timber, oil-loading) to trans-ship not only the special cargoes but also the ones of general trading nature (amendment to the draft law “On Sea Ports”). This enactment will considerably enhance competition in the area of the marine cargo shipments.
At present, the FAS Russia is elaborating the draft Regulations for Non-Discriminatory Access to the Services of the Subjects of Natural Monopolies including the railway transport for common use, seaport and river ports as well as the infrastructure of the in-land waterways and the airports.
Communications
Telephony has always had the image of a most difficult-to-reform naturally monopolistic sphere of economy. However, it is empirical evidence that this market is also demonopolizable. For instance, in Russia de-monopolization of the long-distance telephony was launched in January 2006.
Previously, the legislation on communications in Russia demanded that in order to enter the market it was compulsory to have the ownership of networks in all the 89 sub-nationals of the Russian Federation. Building 11 thousand kilometers long networks cost US$ 800-1000 mln. Such was the price of obtaining the passageway to the market. Under those circumstances, the absolute monopoly was in place – all subscribers in the Russian Federation could use the services of the only one operator “RosTeleCom”.
Early in 2006 following changes in the legislation, the “long-distance” communications market was opened. This has become realizable thanks to the fact that nowadays, in order to obtain the license; it is possible to take on lease communication networks and centrals. 
Impacted by these changes, the entrance barrier to the market has shrunk down from a billion dollars to US$ 50 million. Already, more than 20 licenses have been issued for the right to provide international/intercity communications. Two companies – МТТ (since March 2006) and Golden Telecom (since January 2007) have been providing services countrywide.
The subscribers now have the choice among suppliers of “long-distance communication” services, or else they can choose the operator for each individual call. The international/long-distance call tariffs have dropped considerably.
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