
	CHAPTER 10: DEREGULATION/ REGULATORY REVIEW

	Objective

APEC economies will facilitate free and open trade and investment in the Asia-Pacific Region by, inter alia:

a. enhancing the transparency of regulatory regimes (including through the use of new technologies); 

b. eliminating domestic regulations that may distort or restrict trade, investment or competition and are not necessary to achieve a legitimate objective; and
c. speeding up reforms which encourage efficient and well functioning product, labour and capital markets and supportive of institutional framework. 



	Guidelines

Each APEC economy will:

a. explore economy wide processes for the transparent  and accountable identification and review of domestic regulations that may distort or restrict trade, investment or competition;

b. implement and maintain standards consistent with the APEC Leaders’ Transparency Standards;

c.
consider the adoption of regulatory reform to reduce those distortions and their resulting costs, whilst maintaining the achievement of legitimate objectives; and

d.
promote the consideration of competition policy in regulatory reform.


	Collective Actions
APEC economies, taking into account work done in other areas of APEC activity will:

a. publish annual reports detailing actions taken by APEC economies to deregulate their domestic regulatory regimes; and 

b. develop further actions taking into account the above reports, including;

i. policy dialogue on APEC economies’ experiences in regard to best practices in deregulation, including the use of individual case studies to assist in the design and implementation of deregulatory measures, and consideration of further options for a work program which may include:

· identification of common priority areas and sectors for deregulation;

· provision of technical assistance in designing and implementing deregulation measures; 

· dialogue on implementation of APEC Leaders’ Transparency Standards on Regulatory Reform; 

· examination of the possibility of establishing APEC guidelines on domestic deregulation; and

ii. regular dialogue with the business community, including a possible symposium.   

The current CAP relating to deregulation/regulatory review can be found in the Deregulation Collective Action Plan.



	Russia’s Approach to Deregulation/Regulatory Review in 2008
One of the general aims of the Russian anti-monopoly body is a development of legal mechanism providing non-discriminative access of independent enterprises to the services of natural monopolies and besides to the services of enterprises having dominant position - which assisted to the stable work of enterprises and stabilization of the economy in general.
The recent approach to Deregulation/Regulatory activity depends on the results of negotiations on Russia’s accession to the WTO.



	Russia’s Approach to Deregulation/Regulatory Review in 2008

	Section
	Improvements Implemented Since Last IAP
	Current Regulatory Review Policies / Arrangements
	Further Improvements Planned

	General Policy Position, 

including Implementation of

 APEC Leaders’ 

Transparency Standards on 

Regulatory Reform(  

	In 2007 and in the first half-year of 2008 activity of the FAS Russia was in control over natural monopolies was aimed at providing nondiscriminatory access to the produced commodities and services, as well as at competition development in the sectors where is it feasible. The Antimonopoly service aimed at increasing transparency in the activities of the natural monopolies, at increasing efficiency of their investment programs, simultaneously creating conditions for growth of scope of commodities and services produced by independent suppliers in potentially competitive kinds of activity.
	The work on a regulation of relations with participation of the natural monopolies subjects has confirmed necessity of special regulation of the appropriate commodity markets, where the mechanisms of market price-formation are not optimal, and the development of a competition is impossible or inefficient.

The law "On natural monopolies" was adopted 17.08.95. The given law puts in civilized frameworks activity of the large managing subjects in those sectors of economy, where development of a high-grade competition under present-day conditions is impossible or economically inexpedient.

Overall objective of federal policy in the area of activity of the natural monopolies subjects is the maintenance of balance in interests of the consumers and natural monopolies subjects. Crucial premises of maintenance of such a balance lie in availability of the goods for the consumers (that is opportunity of supply by the electric power, gas), whereas for the natural monopolies subjects - their effective functioning.

If the actions of the natural monopolies subjects lead to maleficent limitation of the contractors' interests, they shall be liable to sanctions pursuant to the Law of Russian Federation "On Protection of Competition”
	Primary objectives of the state policy in the field of natural monopolies reforming are:

- Creation of effective legislative base for natural monopolies regulation through improvement of the Federal law “On Natural Monopolies”
- Creation necessary conditions for providing the complete organizational and financial transparency of enterprises activity in relevant industry branches;

- Providing the formation of regulated prices and tariffs for production (service) in gas and electric power industry with differentiation between them on modes of consumption, full indemnification of the reasonable manufacturing expenses, and gradual reduce of the prices and tariffs to the level that would ensure self-financing of these branches;

- Providing non-discriminative access of independent manufacturers and consumers to natural monopolies services at effective antimonopoly regulation;

- Decrease of cross subsidizing to various categories of the consumers.

	Identification and Review of Proposed Regulations


	State regulation reforms, launched in the number of sectors, defined as natural monopolies, intend to change by stage the scheme of regulation of concrete natural monopolies or their potentially competitive parts.
	In Russia there exist the strategy of reformation of the natural monopoly sector and a complex approach, based on the following basic principles, is implied:

- improvement of the regulation tools, aimed at reduction of effectiveness losses by means of creating an adequate system of incentives for the market participant that are under regulation;

- separation of the potentially competitive segment from the naturally monopolistic and actual introduction of competition into this segment;

- allocation of shares of the state companies in the natural monopoly sector.

The increase of the regulation effectiveness presumes gradual transition in potentially competitive sectors from direct regulation (including tariff setting) to market methods of regulation (including methods of antimonopoly regulation and control) and subsequent reduction of the natural monopoly spheres of activity.

   
	Government of the Russian Federation intends to implement complex of measures on restructuring relevant sectors with the purpose of accurate differentiation of naturally monopolistic and potentially competitive kinds of economic activity, on creating benign conditions for their gradual demonopolization. If needed limitations on the process of the vertical and horizontal integration of economic entities will be introduced.

New edition of the Federal Law “On Natural Monopolies” dealing with the extension of the list of the subjects of natural monopolies, specification of the status of the register of the subjects of natural monopolies, development of the tariff regulation methods, including introduction of ROI (return of investment) tariff, as well as imposition of commitment of conducting a tender when purchasing the goods by the subjects of natural monopolies

	Identification and Review of Existing Regulations


	The main attention in the structural changes, which are currently being held in Russia, is paid to natural monopoly sectors reforms, aimed at increasing of effectiveness of their activity by means of competition development on the relevant commodity markets.

To improve legal base of antimonopoly policy in Russia the new Federal law “On Protection of Competition” was elaborated and adopted in 26.10.2006. To implement part 3 of the Article 7 of the Federal Law of 17.07.1995  №147-FZ “On natural monopolies” concerning prohibition of containment of the economically justified transition from natural monopolies to competitive market, prohibition of the infringement of natural monopolies customers’ interests, the FAS Russia elaborated and confirmed Rules of investigation by the Federal Antimonopoly Service and its regional offices of:

Applications for permit:

a) to make any transactions resulting in natural monopoly’s obtaining of the right of property on fixed assets or the right of user of the fixed assets, that are not intended for commodities production (realization) and that are regulated by the Law “On natural monopolies”  and if the book cost of such fixed assets exceeds 10% of the cost of the equity capital of the natural monopoly of the last confirmed balance;

b) to natural monopoly’s investment into commodities production (realization) that are not regulated by the Law “On natural monopolies” and that exceed 10% of the cost of the equity capital of the natural monopoly of the last confirmed balance;

c) to sell, to lease or to make any other transaction, resulting in economic entity’s obtaining of the right of property or right of possession and (or) the right of user of the part of the natural monopoly’s fixed assets, aimed for commodities production (realization) that are regulated by the Law “On natural monopolies”  and if the book cost of such fixed assets exceeds 10% of the cost of the equity capital of the natural monopoly of the last confirmed balance.

Notifications:

a) in case of obtaining by the person or by the group of persons stocks (shares) in the authorized (joint) capital of the natural monopoly or in case of making other different transactions (including contracts of agency, of asset management, of deposit) on obtaining of more than 10% of the total vote related to all the stocks (shares) in authorized (joint) capital of the natural monopoly, as well as in all the rest cases of changing the number of the owned votes.

b) in case of obtaining by the natural monopoly of stocks (shares) in the authorized (joint) capital of the other economic entity, providing it with 10% of the total number of votes related to all the stock (shares), as well as in all the rest cases of changing the number of the owned votes.                    

 
	One of the conditions of transparency maintenance of activity of the regulated enterprises in domains of natural monopolies is the division naturally – monopolistic and potentially competitive of activity both within the framework of separate conduct an account and a control, and during property transformations process, creation of conditions for development of the competitive market, prevention of the unreasonable restraint of transition from a condition of natural monopoly in a condition of the competitive market. 

Objectives of regulation: providing the balance of interests of consumers and subjects of natural monopolies, accessibility of the commodity sold for the consumer and effective functioning of the subjects of natural monopolies.

Scales of regulation: price regulation performing by means of determining (fixing) prices (tariffs) or their top level; determination of consumers subject to obligatory servicing and (or) fixing the minimum level of their provision in case of impossibility of full satisfaction of necessities in good produced (sold) by the subject of natural monopoly. 

Regulating bodies – Ministry of Economic Development of the Russian Federation (elaboration of the governmental policy and normative legal regulation in the sphere of natural monopolies’ tariffs), Federal Antimonopoly Service (control and supervision over natural monopolies’ legislation) and Federal Service for Tariffs (determination (fixing) of prices (tariffs) and control for questions, connected with determination (fixing) and application of prices (tariffs) in the spheres of natural monopolists).

The representative of the Federal Antimonopoly Services is a member of the Federal Service for Tariffs Board.

Powers of regulating body and of antimonopoly body are determined accordingly by Federal law "On natural monopoly" and the Federal Law "On Protection of Competition”, as well as by the Decree of the President of the Russian Federation of March 9, 2004 No. 314 “On system and structure of executive power bodies” and resolution of the Government of Russian Federation of 06.04.2004 No. 187 "On questions of the Ministry of Economic Development and Trade of the Russian Federation" and of 30.06.2004 No. 331 "On approval of the Statute of the Federal Antimonopoly Service".

The FAS Russia took upon itself a leading role in elaborating of the draft of new legal regulations and laws, extensively resting upon its experience in investigating of violations of competition legislation by natural monopolies that are defined as abuse of dominant position.
	The Government of The Russian Federation aims to realize a complex of proceedings for re-structuring the appropriate branches with the object of precise differentiation between naturally - monopolistic and potentially competitive kinds of economic activity, creation of favorable conditions for their gradual demonopolization. The restrictions processes of vertical and horizontal integration will be carried out if it is necessary.

Continuation of economic reforms purposed for deregulation of potentially competitive kinds of activity, liberalization of the prices within the given trends of activity, performance of the strict control over activities of the given managing subjects during the transitive period at creation of the competitive markets and also enforcement of regulative control over natural monopolies.

	Reform of Industry/Sector Specific Regulation


	There were introduced amendments in the Law “On natural monopolies” concerning the right of access to the trunk pipeline system and terminals, the draft resolution on oil-trunk pipelines usage is prepared.

To promote competition development on the market of gas production and realization? To improve the system of access to the gas-transport system (GTS) in the Russian Federation, to implement provisions of the Federal Law of the Russian Federation of 31.03.1999 №69-FZ “On gas supply in the Russian Federation” the draft resolution of the Government of the Russian Federation “On providing non-discriminatory access to the gas-transport systems in the Russian Federation” was elaborated. The main objective of the Access procedure to the GTS is to improve the mechanism of the non-discriminatory access to the services of gas transportation along gas-transport network, to the services of technological connection to the gas-transport network, as well as providing these services on non-discriminatory conditions.   

Under results of the first and the second stages of the railway transportation reform competition relations were formed in the sphere of  traffic activity on railway transport, is defined by using of wagons and containers  of different belonging during transportation of freight (carrier OJSC “RZD” and  other owners as fall under group of persons OJSC “RZD” so do not  fall). 

One of the reached bottom lines is dividing of economic and authoritative functions. Beginning of the tariff deregulation processes and beginning of implementation of flexible system for tariffs setting are the achievements of the reform. 

The Russian Port management reform is about to be completed. The reform intends to differentiate control function and responsibilities of economic entities through separation of organization departments that are in charge of economic activity from port administrations in form of branches FGYP “Rosmorport”. 

In the Federal Law  of 08.11.2007 № 261-FZ” On sea ports in Russian Federation  and introducing amendments into some legal acts” specialized separation of sea ports is exclude, namely : separation for trade, river, timber, oil. Each sea port should have the right to realize any activity, which is not prohibited by the law.

Concerning the services of airports (subjects of natural monopolies) price setting  is realizes in accordance with the federal law  “On natural Monopolies”, the order of regulation at  present time is defined in accordance with the Resolution of the Government of the Russian Federation of 23.04.2008 № 293 “On state regulation and control over price (tariffs, charges) for services of subjects of natural monopolies in transport terminals, ports, airports…”

Recommendations of the FAS Russia on guarantee of non-discriminatory access to the fuel-filling stations in the airports are prepared. 

With new statuary acts on the communication industry coming into force the liberalization of national and international telecommunication market was conducted. Already 3 operators provide long-distance communication services, 17 companies have received licenses.

Established the opportunity to pay for the local telephone connection on the basis of the real duration of conversation (without a rounding off about full minute), the Governmental of the Russian Federation entered the order №477 to ensure free-of-charge change of tariff plans for the customers (from 25.07.2007); 

The governmental order of the Russian Federation from 12.10.2007 № 666 introduced the exhaustive list of cases when it is possible to terminate the connection services and traffic services.

The Working group on regulation perfection, first of all of natural monopolies tariffs in communication services, is formed under State Duma Committee on energy, transport and communications. The FAS Russia representatives are the members of this Working group.

Considerable changes to execution of the antimonopoly regulation and control on wholesale and retail markets of electric power were introduced by the Federal Law of 04.11.2007 № 250-FZ “On introducing amendments to the certain legal acts of the Russian Federation due to undertaking of measures on reform of the Russian single energy power system” to the Federal Law of 26.03.2003 № 35-FZ “On power industry”

The Resolution of the Government of the Russian Federation of 21.03.2007 № 168 “On introducing amendments to the Resolution of 27.12.04 № 861 “On confirmation of Rules of non-discriminatory access to the services on transfer of power energy and their rendering, Rules of non-discriminatory access to the services on operative-dispatch management in the power industry and their rendering, Rules of non-discriminatory access to the services of the wholesale market administrator of trade system and their rendering and Rules of technological connection of energy-receiving units (energy plants) of legal and private persons to the electric network systems” provides for a number of measures aimed at reduction of the number of refusal from technological connection to electric network systems due to lack of technical ability, creation of opportunity to develop electric network systems to the extent meeting the requirements of the growing economy (in particular with regard to specification of the incumbent procedure of technological connection to the electric network systems, main principles of dispute settlement on power energy transfer, inclusion of investment costs to the payment for technological connection of energy-receiving units (energy plants) of legal and private persons, aggregated capacity of which should not exceed 750kVA (small enterprises).      

In summer 2007  the Government of the Russian Federation adopted the Resolution  № 333 “On Improvement of state regulation of gas prices”, stipulated substantial  changes in conditions of economical relations between suppliers and consumers of gas. The Government of the Russian Federation determined objectives till 2011 for changing of gas prices.  

Federal Law of 18.07.2008 “On introducing amendments to the Federal Law “On Gas Export” (with regard to exception of the law application sphere LPG, and to imposition on the Government of the Russian Federation of powers to conform the Order of gas export.

	Transportation of oil and oil products along trunk pipelines.

The adopted Law “On Protection of Competition” states, that the rules of the non-discriminatory access to natural monopolies are set by the Government of the Russian Federation.

Elaboration and adoption of resolutions for regulating excess to services for transportation of oil and oil products

Federal Law "On natural monopolies", Decree of President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", Resolution of the Government of Russian Federation of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".
Transportation of gas along pipelines:

Federal Law "On natural monopolies", Federal Law "On gas supply in the Russian Federation", Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", Resolution of the Russian Government of 29.12.2000 No. 1021 "On state regulation of gas prices and tariffs for gas transportation services at the territory of Russian Federation".

Railway transportation

Federal Law "On natural monopolies", Federal Law "On Federal railway transport", Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", Resolution of the Russian Government of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".

In the past periods of the reform  with participation of the antimonopoly body the following documents were adopted:

“Statute of Railway transport”  18-FZ of 10.01.2003, Resolution of the Government of the Russian Federation  of 20.11.2003  №703 « On adoption of the rules for rendering services on using of infrastructure of railway transport of common use”, of 25.11.2003 №7710 “On adoption of rules of indiscriminative excess of carriers  to infrastructure of railway transport of common use”, Resolution of the Government of the Russian Federation  of 18.09.2003 №585 “On creation of OJSC “Russian rail way s”, Resolution of the Government of the Russian Federation  № 238  of  06.05.2003 “On adoption of agenda for realization of the Program of Structure reform in railway transportation”

Filling of the gaps of refiorming of the railway transport is the main task of the Third stage of  reforming this sector, it is reflected in agenda of the Program of Structure reform in railway transportation for the 2006-2010 (was adopted by the Governmnt  of the Russian Federation  № 1094 of 10.08.2006) 

Services of transport terminals, ports, airports

Federal Law "On natural monopolies", Decree of the President of Russian Federation of 28.02.95 No. 221 "On regulation measures of prices (tariffs) state regulation", Resolution of the Russian Government of 07.03.95 No. 239 "On regulation measures of prices (tariffs) state regulation".

Resolution of the Russian Government of 25.09.2002 №705 “On perfection of the system of state management of trade and specialized ports”, Order of the Russian Ministry of transport of 31.12.2004 №53 “On temporary measures to provide activity of the ports management and maintenance of port infrastructure.  

As for the services in airports decisions, stated in the “Transport strategy of the Russian Federation till 2020” is adopted by the order of the Russian Ministry of Transport of 12.05.2005 №45.  

- gradual elimination of quotas in airlines that will allow access for all the airlines to the flights;

- completion of privatization and going public of united flights with separation into independent airlines and airports that will allow non-discriminatory access for all the airlines, including foreign ones, to the airport services;

- creation of legal conditions for reducing the structure of airdrome property, that is limited in civil circulation, and conveyance of airlines, that don’t response to the federal tasks of the great importance, to the ownership of subjects of the Russian Federation;

- elimination of unified administration of Moscow airports.

Resolution of the Government of the Russian Federation  of №23.04..2007 № 397 “On licensing of  transportation of passengers by air transportation and cargo carriage by air  transport, and on improvement of state regulation of carriers activity in the sphere of air transportation”.   

Services of public mail and telecommunications

Federal Law № 147-FZ of 17.08.1995 "On natural monopolies", Federal Law №126-FZ of 07.07.2004 "On communications", Federal Law №176-FZ of 17.07.1999 "On mail communications", main resolutions of the Russian Government:

- of 18.02.2005 №87 “On approval of a list of communication services, included in license, and lists of licensing conditions”;

- of 28.03.2005 № 161 “On approval of rules of communication networks connection and their interaction”;

- of 13.07.2004 №350 “On approval of Rules of numeration resources allocation of united telecommunication network of the Russian Federation”;

- of 18.05.2005 №310 “On approval of Rules of rendering of service of local, intraareal, national and international telecommunications”;

- of 01.04.2005 №175 “On approval of the rules of radio control in the Russian Federation”;

- of 31.12.2004 №896 “On approval of list of communication facilities that are subject to compulsory certification”;

- of 13.04.2005 №214 “On approval of the rules of organization and holding of operations on compulsory confirmation of communication facilities correspondence”;

- of 21.04.2005 №241 “On measures in rendering general communication services”.

- of 25.10.2005 №637 “On state regulation of tariffs on public mail and telecommunications”, 

- of 19.10.2005 №627 “On price state regulations on connection services and traffic transfer services provided by the operators that occupy significant position in the public communication network” 

- of 12.01.2006 №8 “On approval of rules of holding tenders for receiving the license to render communication services”
To implement the Concept of federal mail communication organizations conversion, approved by the Decree of the Russian Government of 28.06.2002 №885-р, the FGYP “Mail of Russia” is founded.

Implementation of the concept of mail communication services market development, approved by the Decree of the Russian Government of 05.09.2002 №1227-p, still goes on.

The amendments into the Federal Law “On mail communication” are introduced by the Federal Law of 22.08.2004 №122-FZ in part concerning general mail communication services the payment of which is defined by the procedure set by the Russian Government.    

Services in electric power sector.

The power industry reform in the Russian Federation is under way.

At the moment in  a part of reform process there are 8 main federal laws, 24  resolutions of the Government of the Russian Federation, 9 regulations of the  Government of the Russian Federation, more than 30 decrees of  the Russia’s industry and energy ministry, Federal tariffs service  and FAS Russia. Over distance of 7 years forming of legal base for reforming of electric power industry is taking place. This work will contribute and allow to achieve the main aims of the reforming processes: increasing of effectiveness of production and consumption of electric power energy , providing of  safe and uninterruptible power  supplying of consumers, creation of conditions for development of the sector  on basis of investment attraction. Legal base for reforming the power industry which is in force let to form target capital structure of the sector and to start out investment processes to the electric power  sector.

The main objective of the current power industry reform is price deregulation and liberalization of the market with reservation of the state price regulation only in natural monopolies kinds of activity (services on transfer of electric energy, operative-dispatch management).

Gas markets

Gas market that includes gas production, gas processing, transportation and sale, is a market with underdeveloped competition that is a result of high share of concentration and of gas transportation within the natural monopoly. In each segment of the market public corporation “Gasprom” occupies a dominant position. Together with the FAS Russia the Russian Government prepared a draft resolution “On providing non-discriminatory access to the gas-transport system”. The proposed procedure for the access to the gas-transport system sets technical, economic and informational requirements through detailed regulation of the procedures for conducting agreements on rendering gas transportation services along gas-transport networks (parity of conditions for the access to the service), regulation of connection to gas-transport networks and of standards of information disclosure by the gas-supply system company-owner.

Presently high prices on oil products create conditions for condensed hydrocarbon gas (CHG) market development (mainly because of increase of the scope of vehicle transport sales). High concentration on the LGP market and presence of the non-effective state regulation of prices on associated petroleum gas (raw for LGP production) and LGP for everyday needs generate conditions for discrimination and establishment of monopolistically high prices and cartel agreements.

Oil and oil products market

The structure of the oil industry in the Russian Federation in generally characterized by vertical integration. The results of market analysis testify about current regional monopolization of the oil products wholesale market: according to the FAS Russia wholesale market segments in more than 70% of the Subjects of the Russian Federation have a high concentration of  market. 

High level of  monopolization deals with privatization peculiarities, in the result of which the infrastructure of fuel supply (petroleum storage depot, local oil-products pipeline, terminals, capacity on storage, etc.) was at the disposal of vertically-integrated oil companies (VIOC).

Within the frameworks of its powers over economic concentration control based on market structure peculiarities the FAS Russia to bar competition restriction issues directions to the economic entities to implement actions aimed at competition protection.

While controlling observance of the antimonopoly legislation and to reveal signs of concerted practices and establishment of the monopolistically high or economically unjustified prices, the FAS Russia exercises weekly monitoring of prices on oil products in all the subjects of the Russian Federation, as well as annual planned analysis of the oil products markets.

Oil products retail market is characterized by higher level of competition development: the number of filling stations belonging to VIOC makes 45% of the total number. At the same time VIOC actively take over independent retail market participants, that leads to competition deterioration and monopolization on this market.

To develop competition and constrain retail market monopolization all the heads of the subjects of the Russian Federation were recommended to distribute lands for the filling station construction only on the tender basis, they were as well recommended not to provide oil companies with lands for filling station construction in case the oil company (its group of persons) occupies a share of 50% and more on the oil products retail market.

The FAS Russia elaborated amendments to the Land Code banning economic entities occupying dominant position on the oil products retail market to purchase lands for filling station construction. The draft law is currently on the table and as one goes being submitted by respective bodies of the executive power. 


	In the Energy strategy of Russia for the period to 2020 (established by the decree of the Government of the Russian Federation No 1234-r of 28.08.2003) for the development of the gas markets are provided:

Step-by-step gas price increasing on the internal market, the change to the gas realization by the market prices for the self-finance of the market subject, objective consumer appraisal of gas quality;

Change from wholesale price regulation to the establishment of the transport gas tariff for all producers;

Provision of the adaptation period for a readjustment to the changing conditions of the gas market functioning to the consumers;

Advocacy of the social sensitive consumer groups from abrupt variation of the gas price;

Development of the internal market structure for the change to the gas realization for market price;

Creation of the conditions to the development of the independent gas producers;

Creation of the conditions for non-discriminatory access to the long-haul pipeline system for all market participant;

For medium-dated prospect, conservation of the uniform natural gas industry system as one infrastructure technological complex, its development at the cost of construction and connection of the new object of any patterns of ownership (including share holding);

Creation of the conditions for the competition forming in the gas market sectors, where it’s possible and economic expedient (sale, extraction and subsurface gas storage conservation), it must assure cost reduction, increase of effectiveness and service quality, provided to the market subjects.

The Railway Structural Reforming Program envisages to establish an integral, effective, well-coordinated transport system, to raise stability and regularity of the railways, railway traffic safety, availability and quality of the services rendered, to cut aggregated economic expenses on railway freight services and to satisfy the growing demand for railway services, to attract investments necessary for renewal of the rail rolling-stock, and containers in the first place.

In further reforming by methods of antimonopoly control  it is necessary to provide 1)  observance of conditions  which exclude destabilization of the formed competition segments of the market in the sphere of railway transportation, as well as 2) providing of the right to choose by consumers of railway transport services guaranteed services  on regulated tariffs  

Elaboration and inserting to the Government of the Russian Federation  the rules of indiscriminative excess to  railway transportation  and infrastructure  of the railway transport.

Inserting to the Government of the Russian Federation   the drafted resolution “On base of legal regulation of activity of operators of railway vehicles   and its interaction with carriers” 

Elaboration and introducing the rights of non-discriminatory access to the services in transport terminals, ports, airports  to the Government of the Russian Federation

The issue of deregulation of port services is being discussed, taking into consideration the competition conditions between ports on separate basins and the price competition of stevedores in separate ports.

The draft concept of airports federal property management proposes permission to hand over runways, lighting and platforms to the ownership of subjects of the Russian Federation and private airport operators. 

In compliance with the Resolution №637 of 25.10.2005 it is directed to bring the rate of tariffs on telecommunication regulated services (except general communication services) to the extent, that provides compensation of the economically justified expenses and of profit standards, as well as to bring by 01.01.2008 public telecommunication services tariffs regulation to the method of limiting pricing, moreover it is directed to bring by 2005-2008 the rate of tariffs on public mail regulated services to the extent, that provides compensation of the economically justified expenses and of profit standards.

The decision on elaborating rules of non-discriminatory access to the communication services, including mail, is taken.

The issue of reducing types of licensed activity in the sphere of communication is being discussed.

The new edition of the Law “On mail communication”, that should promote competition development on the mail market and further liberalization of this market, is being elaborated.    

Introduction of changes in the regulatory legal acts of the Russian Federation, that regulate the activity of postal service and other regulatory legal acts of the Russian Federation that contribute to benefits to the Federal Postal Agency

3. Preparation of the proposals for the creating of competition’ development conditions on the postal service 
market (including acts of International Postal Union), and also on the differentiating the operators of postal services from the supervision of Federal Operator of postal service

Main tasks in the power industry:

- creation of effective wholesale power energy prices control system that assumes power industry legislation modification, elaboration of statutory acts by the Russian Government and the FAS Russia, creation of wholesale market monitoring and operative control system together with NP “ATC”;

- creation of conditions for electric networks development and connection to these networks, including introduction of new methods of tariffs regulation of the electric network companies, that are based on fair profitability of the investment capital and on the procedure of formation of investment development programs of such companies in coordination with acts adopted within the frameworks of the housing and communal services reform.   

Major tasks on the gas markets include:

- elaboration of amendments to the legislation regulating gas industry, including provision of the non-discriminatory access to the gas-transport system and connection to the gas transport and distribution networks, access to information disclosure and forming of transparent rules of gas exchange trade;

Besides it is supposed that the market together with system of long- term contracts would be supplemented with two more segments. Firstly, it is selling in electronic trading site. Secondly, issue on organization of exchange gas trade is discussed  when  not goods on hand  but  derivative and financial  instruments would be negotiate.  

- creation of conditions for competition development on the Liquid petroleum gas (LPG) market, including transition from state regulation of prices on condensed hydrocarbon gas and associated petroleum gas, forming of the condensed hydrocarbon gas exchange trade mechanisms, forming of new system of  long- term contracts .

Major tasks of the oil and oil products markets:

- elaboration of the system of measures aimed at competition maintenance and development on the oil products markets, including oil products pricing information disclosure by vertically-integrated companies, oil and oil products exchange trade development, for the state needs as well;

- revision and adoption of the procedure of non-discriminatory usage of the oil-trunk pipeline system and terminals, that will solve the problems of oil transportation schedule forming on the directions of export supplies and supplies on the domestic market.      




	Improvements in Russia’s Approach to Deregulation/Regulatory Review since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Implemented to Date

	General Policy Position, including

 Implementation of APEC Leaders’

 Transparency Standards on 

Regulatory Reform(   


	The Federal Law "On natural monopolies" was adopted on August 17, 1995. The law applies only on an appointed activity of the committer of the natural monopolies:

· transportation of oil and mineral oil through the trunk pipeline;
· transportation of gas through the trunk pipeline;

· transmission service of electrical and heat energy;
· transit dry rail freightage;

· service of transport terminals, ports and airports; service of electric coupling and mail service.

As evident from this list, in accordance with law circle of natural monopolies makes rarely separate spheres of infrastructural fields. Bu that, list of "natural-monopoly activity categories", given in the law, is not exhausted: it concludes only corresponding kinds of activities on the federal scale.
	From the point of specific legislative definition of natural-monopoly fields of activities, structural changes in the fields of industrial infrastructure directed as to division of "natural-monopoly'' and having competitive base of kinds of activities, as to creation of conditions for conversion of separate kinds of activities from condition of natural monopoly to the competitive condition.

Special attention was devoted to observance of antimonopoly legislation in the process of forming of the ways to reforming natural monopoly fields - railway transport, power industry and gas. The main task for the Russian Federal Anti-monopoly Services in this direction of activity is elaboration legal mechanism, which provides nondiscriminatory access of independent enterprises to natural monopoly services, and also to service of the enterprises, dealing with dominant position, what promotes stable work of enterprises and stabilization of economics as a whole.

	Identification and Review of Proposed Regulations


	Reconstruction of natural monopoly fields was called to guarantee conversion from non-effected and badly transparent system of state adjustment of price formation and financial policy in this sphere to market mechanisms of providing competition of denoted enterprises and achievement of the balance of enterprise and consumer interests.
	The Russian Government intends to implement complex of measures to restructure respective industries to separate naturally monopolistic and potentially competitive kinds of economic activity, to create benign conditions for its gradual demonopolization. If needed limits on the processes of vertical and horizontal integration of economic entities will be introduced. 

	Identification and Review of 

Existing Regulations


	For realization of the law "On natural monopolies", federal services for regulation of natural monopolies in the field of railway transport, power industry and communication were created by the decree of President of Russian Federation in 1996.

To methods of regulation fixed by law related to:price regulation by mean of definition (establishment) of prices (tariffs) or its limit level of definition of consumer liable to imperative service and (or) establishment of minimum level of their providing in the case of impossibility of satisfaction in corpore requirement in commodity (work, service), producible (realizable) by the subject of natural monopoly.

For effective provision of realization of natural monopoly legislation, authorities, that regulates the activity of the subjects of this field, are solving definite tasks which are:

· control within established competence of observance of the statutory requirements;
· definition of the methods of regulation of the natural monopoly subject (of a list of stipulated in the law);
· forming and running of the list of natural monopoly subjects, which are subject to realization of the state regulation and activity control;

· elaboration and introduction in determinate order of propositions concerning perfection of legislation on natural monopolies.
	One of conditions of transparency maintenance of activity of the regulated enterprises in domains of natural monopolies is the division naturally – monopolistic and potentially competitive of activity both within the framework of separate conduct an account and a control, and during property transformations process, creation of conditions for development of the competitive market, prevention of the unreasonable restraint of transition from a condition of natural monopoly in a condition of the competitive market.

Regulating bodies:

· Ministry of Economic Development of the Russian Federation (elaboration of the governmental policy and normative legal regulation in the sphere of natural monopolies’ tariffs),

· Federal Antimonopoly Service (control and supervision over natural monopolies’ legislation) and

· Federal Service for Tariffs (determination (fixing) of prices (tariffs) and control for questions, connected with determination (fixing) and application of prices (tariffs) in the spheres of natural monopolists).

	Reform of Industry/Sector Specific Regulation


	The Law “On natural monopolies” was adopted on August 17, 1995. This law puts into civilized frameworks the activity of the large-scale economic entities in those sectors of economy where full competition development in present conditions is impossible or economically inexpedient. 
	The mechanisms of preventing the violation of antimonopoly legislation was created after adoption of the package of Laws on the reform in electricity sector, railway transport, but it have sense and for other commodity markets.


Appendix – APEC Leaders’ Transparency Standards on Competition Law and Policy and Regulatory Reform

Introduction

In October 2002, in Los Cabos, Mexico, APEC Leaders adopted the Statement to Implement APEC Transparency Standards (“Leaders’ Statement”), and directed that these standards be implemented as soon as possible, and in no case later than January 2005.

In paragraph 8 of the Leaders’ Statement, APEC Leaders instructed that APEC sub-fora that have not developed specific transparency provisions should do so, and further instructed that such new transparency provisions should be presented to Leaders upon completion for incorporation into the Leaders’ Statement.  Accordingly, the following set of transparency standards on competition and deregulation for incorporation into the Leaders’ Statement were developed.

These principles flow from the General Principles on Transparency agreed to by APEC Leaders at Los Cabos, and provide specific guidance for implementation within the context of competition law and policy and regulatory reform.

Transparency Standards on Competition Law and Policy:

1.  In furtherance of paragraph 1 of the General Principles of the Leaders’ Statement, each Economy will ensure that its competition laws, regulations, and progressively, procedures, administrative rulings of general application and judicial decisions of general application are promptly published or otherwise made available in such a manner as to enable interested persons and other Economies to become acquainted with them.

2.  In furtherance of paragraphs 4 and 5 of the General Principles of the Leaders’ Statement, each Economy will ensure that before it imposes a sanction or remedy against any person for violating its national competition law, it affords the person the right to be heard and to present evidence, except that it may provide for the person to be heard and present evidence within a reasonable time after it imposes an interim sanction or remedy; and that an independent court or tribunal imposes or, at the persons request, reviews any such sanction or remedy.  Proceedings subject to this paragraph are to be in accordance with domestic law.

Transparency Standards on Regulatory Reform:

1.  In furtherance of paragraph 1 of the General Principles of the Leaders’ Statement, each Economy will ensure that its laws, regulations, procedural rules and  administrative rulings of general application relating to regulatory reform are promptly published or otherwise made available in such a manner as to enable interested persons and other economies to become acquainted with them.

2.  In furtherance of paragraphs 2 and 3 of the Leaders’ Statement, Economies recognize the importance of ensuring transparency in the regulatory reform process and of soliciting and responding to inquiries from interested persons and other Economies.  Accordingly, each Economy will, where possible (a) publish in advance regulatory reform measures that it proposes to adopt, and (b) provide where applicable interested persons a reasonable opportunity to comment on such proposed measures.  In addition, upon request from an interested person or another Economy, each Economy will endeavor to promptly provide information and respond to questions pertaining to any actual or proposed regulatory reform measure.

Confidential Information

Economies agree that nothing in these standards requires any Economy to disclose confidential information. (Note: The Leaders’ Statement includes a provision for the protection of confidential information.  This statement is included here to emphasize the importance of the protection of confidential information in the contexts of both competition law and policy and regulatory reform.)
( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Regulatory Reform, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� at the end of this document.


( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Regulatory Reform, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� at the end of this document.  Economies should continue to use 1996 as the base year for previously raised IAP transparency issues, but may use 2003 as the base year for reporting on new transparency commitments per the APEC Leaders’ Transparency Standards.








