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	CHAPTER 4: INVESTMENT

	Objective

APEC economies will achieve free and open investment in the Asia-Pacific region by:

a. liberalizing their respective investment regimes and the overall APEC investment environment by, inter-alia, progressively providing for MFN treatment and national treatment and ensuring transparency; 
b. facilitating investment activities through, inter-alia, technical assistance and cooperation, including exchange of information on investment opportunities; and,

c. implementing and maintaining standards consistent with the APEC Leaders’ Transparency Standards.



	Guidelines
Each APEC economy will: 
a.
progressively reduce or eliminate exceptions and restrictions to achieve the above objective, using as an initial framework the WTO Agreement, the APEC Non-Binding Investment Principles, the APEC Leaders’ Transparency Standards, any other international agreements relevant to that economy, and any commonly agreed guidelines developed in APEC including the Menu of Options for Investment Liberalization and Business Facilitation;
b. 
seek to expand APEC’s network of bilateral and regional investment agreements and contribute to multilateral work on investment;

c.
facilitate investment flows within the Asia-Pacific region through promoting awareness of investment opportunities, undertaking capacity building and technical cooperation activities, and implementing measures such as those in the Menu of Options; and

d. 
examine ways to incorporate new investment forms and activities for the economic development of the Asia-Pacific region including investment forms and activities that support the new economy. 


	Collective Actions
APEC economies will:

1.
Transparency

Short-term

a.
Increase the transparency of APEC investment regimes by:

(i)
Updating the APEC Guidebook on Investment Regimes;

(ii)
Establishing software networks on investment regulation and investment opportunities;

(iii)
Improving the state of statistical reporting and data collection; 
(iv) Increasing understanding among member economies on investment policy-making issues; and

(v) Fully implementing and maintaining the APEC Leaders’ Transparency Standards.

2.
Policy Dialogue

Short-term

b.
Promote dialogue with the APEC business community on ways to improve the APEC investment environment.

c.
Continue a dialogue with appropriate international organizations dealing with global and regional investment issues.

3.
Study and Evaluation

Short-term

d.
Define and implement follow-on training to the WTO implementation seminars;
e.
Undertake an evaluation of the role of investment liberalization in economic development in the Asia-Pacific region.

f.
Study possible common elements between existing subregional arrangements relevant to investment.

Medium-term

g.
Refine APEC’s understanding of free and open investment.

Long-term

h.
Assess the merits of developing an APEC-wide discipline on investment in the light of APEC’s own progress through the medium-term, as well as developments in other international fora.
i.
Study the advantages and disadvantages of creating investment rules – bilateral, regional, or multilateral – with a view to fostering a more favorable investment environment in the Asia- Pacific region.
4.
Facilitation

Short-term and continuing
j.
Undertake practical facilitation initiatives by:

(i)
Progressively working towards reducing impediments to investments including those investments related to e-commerce;

(ii)
Undertaking the business facilitation measures to strengthen APEC economies; and

(iii)
Initiating investment promotion and facilitation activities to enhance investment flow within APEC economies.

5. Economic and Technical Cooperation

Short-term

k.
Identify ongoing technical cooperation needs in the Asia-Pacific region and organize training programs which will assist APEC economies in fulfilling APEC investment objectives.

6. Capacity Building Initiatives

l.
Undertake new activities that contribute to capacity building.

7. Menu of Options

m.
Ongoing improvement of the Menu of Options.
The current CAP relating to investment can be found in the Investment Collective Action Plan.


	Russia’s Approach to Investment in 2005
To improve the investment climate the Government of the Russian Federation has launched several structural reforms.

The regulatory reform is presently considered to be one of major importance. It is directed at elimination of excessive involvement of state in the economy.
Substantial results have been achieved in administrative reform by improvement of the structure of federal executive agencies and by withdrawal of their overlapping functions as well as of surplus authority. In course of administrative reform measures have been taken towards de-bureaucratization of the economy and dismantling of administrative barriers for businesses. Specifically a draft amendment to corresponding federal law has been drawn up to improve the efficiency of licensing by reducing the number of business activities subjected to licensing, stipulating prerogatives of licensing authorities and protection of the rights of entrepreneurs. It was signed by the President of the Russian Federation on July 2, 2005.

Effective antitrust legislation aimed at supporting the competition is one of the conditions of economic subject rights protection. To achieve it further reform of preventive control system of market monopolization abuse is carried out. On the 7th of March 2005 the President of Russian Federation signed the Federal Law “On introducing amendments to Articles 17 and 18 of the Law of Russian Federation ”About competition and monopolization control on commodity markets”. The law provided for the increased minimum authorized values of assets of businesses.

The technical regulation reform is aimed at creating favorable environment for business, harmonization of national and international standards. After the basic law has been adopted, the corresponding legislation is in the pipeline.

In December 2004 the President of the Russian Federation has signed the City-building Code of the Russian Federation which regulates such issues as: territory planning, city-building zoning, area layout, architectural and construction design, construction and reconstruction of capital objects.

Within the framework of law enforcement reform, the system of property rights protection including the rights of investors and shareholders is being developed as well as mechanisms of settlement of corporate conflicts, arbitration and umpire legal procedures. The judicial system reform is being continued, aimed at higher efficiency of court procedures and independence of juridical bodies. 
The relief of tax burden on the economy strengthened the financial health of enterprises and widened the investment potential of the Russian economy. From January 1, 2004 the tax rate on securities transactions was reduced from 0.8% to 0.2% of the face value if issue, VAT – to 18%. In July 2004 the federal law reducing benchmark tax rates on the unified social tax and regression scale revision as well as the federal law introducing amendments and additions to the Second part of the Tax Code of the Russian Federation increasing the number of types of businesses subjected to unified tax on imputed income. On 6 June, 2005 the President of the Russian Federation signed the federal law introducing amendments to the Second part of the Tax Code of the Russian Federation and some other legislative acts on taxes and duties directed at boosting the investment activities. The law will provide for a gradual elimination of restrictions on referring of losses to the future periods and also aimed at stimulating R&D, specifically, existing restrictions on including R&D expenses into the production cost are to be withdrawn. 
The reforms of financial infrastructure and system of financial intermediaries are being continued to enhance investments flow to the economy. Plan of measures for financial markets development was approved by the Government of Russian Federation in September 2004. The plan provides amendments to the present financial legislation and is aimed at increased involvement of derivatives, development of self-regulation principles, unification of requirements to equity capital forming, capital allocation and structure of financial institute’s assets.

Besides under banking sector reformation and its arrangements realization it is planned to create non-discriminatory conditions for foreign capital to access Russian banking sector.

In 2004 a number of laws directed at stock market development, including amendments to the Federal Law “On executive proceedings” aimed at protection of stock market players’ property and into the Federal Law “On Joint Stock Companies” aimed at enhancing investment activities of stock companies through effective dividend policy and maintaining financial transparency in companies, were adopted. In December 2004 the Law on credit cases was adopted. The law stipulates the mechanism of drawing up, processing, storing and opening information on prompt clearing of the outstanding liabilities by the debtors to the Bureau of credit cases. The listed joint stock companies will be forced to apply international standards when drawing up their balance sheets. 
The Law “On consolidated financial reports” will provide for trustworthiness of the information about Russian organizations basing on regulations of the contents of the information disclosed by them. This bill was adopted by the State Duma of Russian Federation in December 2004. Beginning from 2005 it is planned to oblige joint-stock companies listed on the stock market to apply the International accounting standards. The Law is made to ensure that investors receive trustworthy information about Russian companies on the basis of opening information content regulation.
This year drafts of the Forest Code and the Water Code of Russian Federation aimed at higher efficiency of natural resources exploitation and creation of clear card transparent conditions of access to them were adopted by the State Duma of Russian Federation.

The favorable environment for active private-public partnership is being created coupled with special economic zones. Moreover, the creation of special economic zones in Russia should insure the increased inflow of investments both in the long run and in the near future. On 22 July, 2005, the Federal Law “On Special Economic Zones in the Russian Federation” was signed. As for encouraging investments in the R&D sector, the law on special economic zones providing for the establishment of two types of zones, namely (1) research and implementation, and (2) industrial zones, is going to play a leading role in this respect. Now the Government is adopting other relevant normative acts.

On 21 July, 2005, the Federal Law “On concessions” regulating the procedure of signing, amending and termination of the concession agreements was signed. This law, coming into effect will help to attract private investments to infrastructure, housing and utility sector and other sectors, to reduce budget expenditures on operation and establishment of state and municipal property, to increase tax incomes and other payments to budgets of all levels, to provide additional guarantees to investors.

Finally, within the framework of the new Investment Fund the Government of Russian Federation plans to invest in 2006 in national projects to be implemented on state and private partnership basis. Now, statement on Investment Fund has been adopted by the Government of Russian Federation, stipulating forms and mechanism of state support using fund resources, stages and procedure of investment projects choosing, main requirements to the documents presented and monitoring of the progress of projects.
Russia has acquired positive image in the world community. The leading international rating agency Standard & Poor’s improved the Russia’s long-term credit rating in foreign currency from ‘BB+’ to ‘BBB-’ as of 31 January, 2004. Thus, S&P’s agency became the third leading world rating institution (following Moody’s since 8 October, 2003, and Fitch on 18 November, 2004) which raised the Russian sovereign rating up to the investment one with ‘stable’ prognosis. A.T.Kearney ranks Russia eleven by its attractiveness to foreign direct investors. The Institute of International Finance considers Russia as attractive to foreign investors as China, and British “The Independent” believes that Russian market is much more attractive for investors than that of China now.




	Russia’s Approach to Investment Measures in 2005

	Section
	Improvements Implemented Since Last IAP
	Current Investment Measures Applied
	Further Improvements Planned

	General Policy Framework

	On 6 June, 2005 the federal law was signed introducing amendments to the Second part of the Tax Code of the Russian Federation and some other legislative acts on taxes and duties directed at boosting the investment activities. The law is also aimed at stimulating R&D; specifically existing restrictions on including R&D expenses into the production cost are to be withdrawn.

An amendment to the federal law to improve the efficiency of licensing by reducing the number of business activities subjected to licensing, stipulating prerogatives of licensing authorities and protection of the rights of entrepreneurs was signed on 2 July, 2005.

On 22 July, 2005, the Federal Law “On special Economic Zones in the Russian Federation” was signed. The creation of special economic zones in Russia should insure the increased inflow of investments both in the long run and in the near future, specifically in high-tech industries.
	The current policy of the Government of the Russian Federation in this area is particularly directed at creating the conditions to promote the expansion of domestic and foreign investments, and also the formation of transparent and stable rules in the conduct of economic activities.

The basic legal texts relating to the activities of foreign investors are set forth in the Constitution of the Russian Federation adopted on 12 December 1993; the Civil Code Part One, No. 51‑FZ of 30 November 1994 (as amended on 20 February, 12 August 1996, 8 July 1999, 16 April, 15 May 2001) and Part Two, No. 14‑FZ of 26 January 1996 (as amended on 12 August 1996, 24 October 1997, 17 December 1999); and a number of other legislative acts. Those legislative acts provided proper guaranties for the protection of foreign investors' rights and interests and advantageous conditions for foreign investors and enterprises, which intended to invest in the Russian Federation respecting its domestic investment legislation and relevant international treaties signed by the Russian Federation.
The adoption of the Land Code of the Russian Federation (Federal Law No. 136‑FZ of 25 October 2001), together with a number of legislative acts on "de-bureaucratization" (Federal Law No. 128‑FZ of 8 August 2001 "On Licensing of Specific Types of Activity", as well as Federal Law 178-FZ on Amending the Law on Licensing Specific Kinds of Activities dated 26 November 1998), Federal Law No. 134‑FZ of 8 August 2001 "On the Protection of Legal Entities' and Individual Entrepreneurs' Rights in the Case of Exercise of State Control (Supervision)", and the Tax Code of the Russian Federation significantly contributed to the formation of a favourable investment climate and facilitated the activity of Russian and foreign companies in the Russian market.

Articles 22, 27, 65 and 66 of the Land Code and relevant decisions of the President of the Russian Federation (as related to national security issues) governed the fixing of the purchase price and other conditions of the land sale. The purchase of land for construction purposes is subject to Articles 27, 28 of the Land Code.

Federal Law No. 101-FZ of 24 July, 2002, “On Turnover of Lands for Agriculture Purpose” has become effective in January 27, 2003, which establishes rules and restrictions applied to turnover of land plots and shares in the law of common ownership of land plots from lands for agriculture purpose.

In July 2002 a draft Federal Law “On Alteration of the Part Two of the Tax Code of the Russian Federation and Some Other Acts of Legislation of the Russian Federation and Introduction of Supplements to these, and also on Invalidation of Some Acts of Legislation of the Russian Federation on Taxes and Duties” was adopted in the third reading by the State Duma. The document establishes decrease of a reporting documentation volume for SME, changeover to a simplified tax assessment system and introduction of a single imputed earnings tax.

Further progress in tax reform will be made through improving tax management notably via supervision and control procedures scheduling. In October 2005 a draft federal bill “About introducing amendments to the first part of the Tax Code of Russian Federation in the context of measures improving tax management” has passed the “first reading“ in the State Duma. The Bill is aimed at introduction of due order in tax inspections, widening the range of legal guarantees for the taxpayers. It offers that a tax inspection of a certain taxpayer shall not be carried out more than twice through a calendar year and the utmost duration of the inspection shall not exceed 2 months (for the organizations with separate substructures - 3 months). Moreover, the bill stipulates in more detail the documents establishing the right of taxpayers for tax refund including VAT.

At the end of May, 2003, the new redaction of the Customs Code of the Russian Federation was adopted. It came into force from the 1 January 2004.

In December 2004 the President of the Russian Federation has signed the City-building Code of the Russian Federation which regulates such issues as: territory planning, city-building zoning, area layout, architectural and construction design, construction and reconstruction of capital objects.

The Ministry of Economic Development and Trade of the Russian Federation is the responsible authority to form and implement the investment policy of the Russian Federation.

	The federal law introducing amendments to Part II of the Tax Code of the Russian Federation stipulates that from January 1, 2006 the taxpayers will have the right to write off 10% of capital investments. Moreover the law will provide for a gradual elimination of restrictions on referring of losses to the future periods. Thus from 2006 this rate will increase to 50% and from 2007 all the restrictions will be dismantled.

Further measures will be taken towards de-bureaucratization of the economy and dismantling of administrative barriers for businesses.
On 5 April, 2005, the Government of the Russian Federation and the Central Bank of Russia have adopted the National Strategy for banking sector development.



	Transparency
Implement APEC 
Leaders’ Transparency 
Standards on 
Investment( 

	The Law “On consolidated financial reports” was adopted by the State Duma of Russian Federation in December 2004. It will provide for trustworthiness of the information about Russian organizations basing on regulations of the contents of the information disclosed by them. According to it the drawing up of the fiscal accounting by credit organizations should be stipulated according to the international accounting standards that will allow to improve a situation in the bank sector and to increase its investment appeal.
The law ensures to obtain the reliable information by the possible investors about the Russian organizations including of the listing companies' shareholders.
The listed joint stock companies will be also forced to apply international standards when drawing up their balance sheets.

In December 2004 the Law on credit cases was adopted. The law stipulates the mechanism of drawing up, processing, storing and opening information on prompt clearing of the outstanding liabilities by the debtors to the Bureau of credit cases. The listed joint stock companies will be forced to apply international standards when drawing up their balance sheets.

	In May 2005 a draft bill introducing amendments to the legislature on audit activities has passed the “first reading“ in the State Duma. It is aimed at closing the gap between national legislature and internationally accepted rules and also at improving the trustworthiness of audit procedures within the Russian market.
According to the Article 15 of the Constitution of the Russian Federation “Laws are subject to official publication. Non-published laws are not applied. Any statutory legal enactments touching rights, liberties, and obligations of a person and a citizen cannot be applied, if they are not published officially for public information”.
A constitutional principle of obligatory publishing legal enactments has been developed in the Federal Constitutional Law of December 17, 1997, No. 2-FKZ “On the Government of the Russian Federation” (with alterations of December 31, 1997), the Federal Law of June 14, 1994, No. 5-FZ “On the Order of Publishing and Effectiveness of Federal Constitutional Laws, Enactments of Houses of the Federal Assembly” and in the Decree by the President of the Russian Federation of May 23, 1966, No. 763 “On the Order of Publishing of Effectiveness of Enactments by the President of the Russian Federation, the Government of the Russian Federation and Statutory Legal Enactments of the Federal Executive Power Bodies”. In compliance with the above-listed legislative enactments only officially published federal constitutional laws, federal laws and enactments of the Houses of the Federal Assembly are effective on the territory of the Russian Federation. Official press agencies for publishing of these are the “Parlamenrskaya Gazeta”, the “Rossyiskaya Gazeta” and the “Sobraniye Zakonodatelstva Rossyiskoi Federatsyi”.

The Resolution of the Government of the Russian Federation No. 98 of 12 February 2003 “On Access to Information on Activities of the Government of the Russian Federation and Federal Executive Bodies” was adopted.

According to the above Resolution, all Federal executive bodies are required to ensure public access to information with regard to laws, Presidential decrees, Government resolutions, as well as their own regulations, orders, rules, instructions, etc., including by placing this information in Internet.

	Implementation of the comprehensive measures to enhance the transparency standards on investment enforcement is a general goal of the Russia’s investment policy. 



	Non-discrimination

	NIL
	The Russian legislative enactments provide proper guarantees for protection of rights and interests of foreign investors, and accordance of favorable conditions for foreign investors who are aimed of investing into the Russian Federation respecting the Russian investment legislation and corresponding international agreements signed by the Russian Federation.

In compliance with the Federal Law of July 9, 1999, No. 160-FZ “On Foreign Investments in the Russian Federation” regulations applied in relation to foreign investors in the Russian Federation are as favorable as the ones applied to Russian investors with rare exceptions provided by the same Federal Legislation.

The Federal Law of August 8, 2001, No. 129-FZ “On State Registration of Legal Persons” establishes an order of registration of legal persons and does not contain any restrictions or discriminating provisions in relation to foreign founders of legal persons.

	Within the framework of reduction of administrative pressure on economy it is supposed the further reduction of not-market sector of economy implying withdraw from the state property of objects, which can be effectively operated in market conditions.
The activity on development of the competitive markets in the sphere of natural monopolies will be preceded.
The work on perfecting of the joint-stock legislation in a part of protection of the rights of the shareholders is prolonged.

It will ensure non-discriminatory access of the individual manufacturers to infrastructure, as well as strengthening of competition and improvement of the quality of services rendered to.

Further banking sector reforms and strategy implementation are aimed at creating non-discriminatory conditions for foreign capital access to Russian banking sector.


	Expropriation and Compensation


	NIL
	Article 8 (Guarantee of Compensation During the Nationalization and Requisition of the Property of Foreign Investor or Commercial Organization with Foreign Investments) of the Federal Law No. 160-FZ “On Foreign Investments into the Russian Federation” of July 9, 1999, provides for:

1) The property of a foreign investor or commercial organization with foreign investments is not subject to forcible seizure, including nationalization, requisition, except for the cases and on the grounds, which are established by the federal law or international agreement of the Russian Federation.

2) In case of requisition, foreign investor or commercial organization with foreign investments are paid the cost of the requisitioned property. When the circumstances end, in connection with which the requisition was made, the foreign investor or the commercial organization with foreign investments are entitled to demand according to the legal proceedings the return of the preserved property, but at the same time, they are obliged to return the sum of compensation, received by them, taking into account the losses from reduction in the cost of the property.

3) In case of nationalization, the foreign investor or the commercial organization with foreign investments are reimbursed for the cost of the nationalized property and for other losses. The disputes on the reimbursement for the losses are settled according to the procedure, provided for by Article 10 of the present Federal Law.

The Federal Law of the Russian Federation “On the Investment Activities in the Russian Federation, Carried Out in the Form of Capital Investments” (No. 39-FZ of February 25, 1999), which also spreads its action to the “foreign entities of the entrepreneurial activities” (Article 4), envisages (Article 16 – “Protection of Capital Investments”) that capital investments may be:

· Nationalized only on condition of preliminary and equitable reimbursement by the State for the losses, inflicted on the entities of the investment activities, in accordance with the Constitution of the Russian Federation;

· Requisitioned by decision of the State authorities in cases, according to the procedure and on the terms and conditions, which are determined by the Civil Code of the Russian Federation.

The interests of foreign investor in Russia are also protected by the relevant provisions of bilateral agreements on encouragement and mutual protection of investments, concluded by Russia with other countries.

Such agreements, fix, as a rule, the firm obligation not to resort to nationalization and expropriation of investments, except for the cases when such measures are taken in the public interests, according to the procedure, established by the legislation, have no discrimination nature and are accompanied by payments of fast, adequate and efficient compensation. At the same time, normally, the principle of determining such compensation is fixed and the obligation is provided for to calculate the interest (for the amount of compensation) from the moment of expropriation and till the moment of payment of compensation at commercial rate, established on a market basis.

The provisions on nationalization, fixed in bilateral agreements of the Russian Federation, set forth in more detail the procedures of possible nationalization, the payment of compensation to the investor for the damage, inflicted on him, and the possibility of applying to judicial instances in connection with the acts of carrying out the nationalization.

According to the Constitution of the Russian Federation, the generally recognized principles and norms of international law and international agreements of the Russian Federation form the integral part of its legal system. Due to this reason, the provisions on nationalization, fixed in the agreements, mentioned above, have the priority nature as compared to the national legislation. This should be taken into account by foreign investors in Russia.

Along with extension of creditors’ rights Federal Law No. 127-FZ “On Insolvency (Bankruptcy)” as of October 26, 2002, is called to provide reliable protection of assets owners.

The Model Agreement between the Government of the Russian Federation and governments of foreign states on the promotion and reciprocal protection of investments approbated by the Regulation of the Government of the Russian Federation of June 9, 2001, No. 456 (as revised by the Governmental Regulation of April 11, 2002, No. 229) in Article 4 “Expropriation” is specified that capital investments can not be subject to measures of compulsory withdrawal equal to an expropriation by their consequences, or nationalization except for cases when these measures are realized in public interests with observance of a procedure established in compliance with legislation of investor’s country. In the Part Two of the same Article it is established that compensation shall correspond to a market cost of capital investments to be expropriated.

	NIL

	Protection from Strife  and Similar Events


	NIL
	The Model Agreement between the Government of the Russian Federation and governments of foreign states on the promotion and reciprocal protection adopted is specified in Article 2, par. 2, that each Contracting Party shall, in accordance with its legislation, provide full protection on its territory to investments of investors of the other Contracting Party.

	Implementation of efficient legislative–and-practical mechanisms for protection of interests and rights of investors with realization of investment projects; elimination of contradictions in the normative-and-legislative base for investment activities.


	Transfers of capital related to investments

	NIL
	A guarantee of utilization of revenues, profits and legally received money on the territory of the Russian Federation as well as their transfer to overseas is legislatively established for foreign investors.

Pursuant to the commitments undertaken by the Russian Federation under Article VIII of the Articles of Agreement of the International Monetary Fund on 1 June 1996 imposing an obligation to avoid limitations on payments and transfers under current international transactions without the approval of the Fund, current currency operations are performed by residents and non‑residents without any limitations.
The Federal Law "On foreign exchange control and regulation" in a new wording was accepted in December, 2003, creating an equal condition for the participants of an exchange market. The Law established restrictions which can be implemented with carrying out capital transactions (deposition of means up to 100 percent for a period up to one year with import of capital) and reduces a term for registration in the Central Bank of Russia (CBR) with setting up an account by residents abroad from 60 to 10 days.

	Creation of conditions for attraction of foreign direct investments based on elimination of prohibitive barriers for inflow of capital, for consecutive realization of the national order principle for residents and non-residents, improvement of mechanisms for control of foreign capital on the territory of Russia.

	Performance Requirements

	On 2 July, 2005 Federal Law
No. 80-FZ “On Making Amendments and Supplements to the Federal Law
No. 80-FZ “About Licensing of Some Types of Activities”, was adopted in which in particular the cutting of licensed types of activities and optimization of licensing order, facilitation of license obtaining and re-registering procedures, protection of the rights of business entities, provision of openness and access to the information, possessed by licensing authorities, by citizens and business entities, had been envisioned.


	Federal Law No. 160‑FZ of 9 July 1999 "On Foreign Investment in the Russian Federation" does not provide for measures inconsistent with the requirements of Articles III or XI of GATT 1994 nor measures which correspond to the illustrative list of TRIMs contained in Article 2, paragraph 2 of the WTO Agreement on TRIMs. The Law provides that information on all measures affecting foreign investors should be published and authorized the Government and local entities to grant foreign investors a favorable regime, taking into consideration the general economic interest of the Russian Federation.

In November 2002 the Bank of Russia abolished a quota for participation of foreign capital in the Russian banking system. Abolishment of the quota is accepted with the aid of liberalization of the Russian banking market.

Federal Law No. 225-FZ of 30 December 1995 “On Production Sharing Agreements” (as amended of 06 June 2003) set out the legal framework for relations arising in the course of Russian and foreign investment in search, exploration and mining of minerals in the Russian Federation. The rights and obligations of the parties to a production sharing agreement were governed by the Russian Federation's civil legislation. Federal Law No. 225-FZ also contained the requirement that the Parties include in such an agreement an obligation to buy no less than 70 per cent of Russian technical equipment for natural resources extraction, their transportation and processing. Pursuant to Federal Law No. 225-FZ, an Agreement whose provisions had not entered into force within one year after signature of the Agreement, would be terminated on the expiry of that period, i.e. the special procedure for calculating and paying taxes and fees established by the Tax Code and other acts of taxation of the Russian Federation for this agreement would not be applied and this field’s exploration would be realized on common terms of taxation, without recourse to provisions of Federal Law No. 225-FZ.

In July 2004 the President of the Russian Federation signed a law including amendments to the Federal law “On countermeasures to money laundering and terrorism financing” which allows controlling banking and institutional investors’ activity and operations with real estate and securities.

In December 2003 the President of the Russian Federation signed a new edition of the Federal law “On currency regulation and control” creating equal conditions for currency market participants. The law was directed at liberalization of internal currency market, elimination of excessive government intervention into currency operations. It also implied change-over from the regulatory order of holding currency operations to informative.


	

	Entry and Stay of Personnel

	The work on the draft of the Federal law “On amendments and complements to the Federal law “On the procedure of departure from and entry the Russian Federation” is in progress.
The Russian Central Bank made a decision that beginning on 19 June, 2005 resident legal entities, except banks and credit organizations, would have the right to open Ruble and foreign exchange bank accounts in the banks located in the foreign countries which are not the OECD members or the FATF members after preliminary registration resident legal entities may also open their Ruble bank accounts in the banks located in the OECD and the FATF member countries (see: Russia’s CBR Instruction No. 1574-U of 4 May, 2005).

The rent of premises in Russia by non-resident natural or legal entities accredited in Russia will be not subject to VAT taxation, if the corresponding foreign state envisages the similar procedure for Russian natural and legal entities or if this rule is stipulated by the Russian international treaty.

The list of foreign countries whose residents are exempted from payment of VAT on the rent of premises is to be fixed by the Russian MFA and the Ministry of Finance. Until the appearance of the new list the former lists will be applied. They were passed by the Russia’s MFA and Ministry of Taxes and Dues joint Order No. 1347/BG-3-06/386 of 13 November, 2000 with regard for the amendments made by Russia’s Ministry of Taxes and Dues Letter No. BG-6-06/62 of 24 January, 2001 (see: Russian Federal Tax Service Letter No. KB-6-26/409 of 18 May, 2005).

See also Chapter 13: "Mobility of Business People".

	The Federal Law of 10 January, 2003, No. 7-FZ “On Alteration and Amendment to the Federal Law “On the Order of Departure from the Russian Federation and Entrance into the Russian Federation”.

The Federal Law of 15 August, 1996, No. 114-FZ “On Alteration of the Federal Law “On the Order of Departure from the Russian Federation and Entrance into the Russian Federation” (with alterations and supplements of July 18, 1998, No. 110-FZ of 24 June, 1999, No. 118-FZ with alterations introduced by the Decree of the Constitutional Court of the Russian Federation of 15 January, 1998, No. 2-P).
Government Decree No. 355 "Regulations on a visa form, procedure and conditions of its issuing, extension its validity, recalling in the case of losing and abrogation's procedure" was adopted on
9 June, 2003. The Decree establishes procedure and conditions for temporary business visas issuing.
See also Chapter 13: "Mobility of Business People".

	A policy of control of the present sphere is directed to appropriate provision of necessities of foreign citizens as qualified manpower in access to possibilities granted by the domestic market of the Russian Federation.

	Settlement of Disputes

	NIL
	The Federal Law of 9 July, 1999, No. 160-FZ “On Foreign Investments in the Russian Federation” (as amended on 25 July, 2002) has secured a guarantee of provision of a proper settlement of a dispute appeared in connection with investments and business activities on the territory of the Russian Federation.

The Model Agreement between the Government of the Russian Federation and governments of foreign states on the promotion and reciprocal protection of investments (approved by the Regulation of the Government of the Russian Federation of 9 June, 2001, No. 456, as amended on 11 April, 2002, No. 229) in Articles 8 and 9 of the Model Agreement stipulates an order for settlement of disputes, which provides the following measures: negotiations of the Contracting Parties, submission of the dispute by any Contracting Party for investigation to a competent court or the arbitration of the Contracting Party in those territory the investments were made, or to an ad hoc arbitration court in accordance with the Arbitration Rules of the UN Commission on International Trade Law (UNCITRAL), or to the International Centre for Settlement of Investment Disputes between the State and Nationals of other States, signed in Washington D.C. on 18 March, 1965, for settlement of a dispute in compliance with provisions of this Convention (provided it enter into force for both Contracting Parties), or dispute in compliance with Additional rules of International Centre for Settlement of Investment Disputes (provided the Convention didn’t enter into force for either Contracting Party or both). An order for settlement of a dispute is also provided by commitment of the dispute to a private arbitration.
See also Chapter 12 “Dispute Mediation”.

	The work on perfecting of the joint-stock legislation in a part of protection of the rights of the shareholders is prolonged.

	Intellectual Property

	See Chapter 7 “Intellectual Property Rights” and the documents of Russia’s IAP Peer Review session on 1 March, 2005 in Seoul (www.apec-iap.org) also.

The necessary information is disclosed at the MEDT of Russia’s web-site: www.economy.gov.ru (both in Russian and English).

	The national system of protection of intellectual property rights complied with the basic international standards adopted in this field, including the provisions of the WTO Agreement on TRIPS. The Constitution of the Russian Federation determined the basic political trends in the field of intellectual property in Russia. Article 44, paragraph 1 of the Constitution of the Russian Federation guaranteed freedom of literary, artistic, scientific, technical and other types of creative and educational activity and provided their legal protection.

The whole system of the Russian legislation in force supported the implementation of that constitutional right. A number of international agreements signed by the Russian Federation constituted an integral part of this system.

The civil, administrative and criminal procedures of protection of intellectual property rights are stipulated by the following laws: the Patent Law, the Law “On Trademarks, Service Marks and Appellations of Origin of Goods”, the Law “On Copyright and Related Rights”, the Law “On Legal Protection of Topologies and Integrated Microcircuits”, the Law “On Legal Protection of Computer Programs and Databases".

Russia is a member of the World Intellectual Property Organization since 1970 and is a party mostly to all the treaties which had defined internationally agreed basic standards of intellectual property protection in each country.

Russia is a party to “Paris Convention” (the Paris Convention for the Protection of Industrial Property); "Paris Convention (1967)" (the Stockholm Act of this Convention of 14 July 1967); "Berne Convention" (the Berne Convention for the Protection of Literary and Artistic Works); "Berne Convention (1971)" (the Paris Act of this Convention of 24 July 1971); "Rome Convention" (the International Convention for the Protection of Performers, Producers of Phonograms and Broadcasting Organizations, adopted at Rome on 26 October 1961).

In the sphere of protection of intellectual property rights with regard to requirements of international standards – the WTO Agreements on TRIPS a set of Federal Laws is adopted: in December 12, 2002, No. 117-FZ “On Alteration and Amendment to the Law of the Russian Federation “On Legal Safeguard of Programs for Electronic Computers and Data Bases”, in December 12, 2002, No. 166-FZ “On Brands, Service Marks, and Marks of Origination Places of Goods”, in July 9, 2002, No. 82-FZ “On Alteration and Amendment to the Law of the Russian Federation “On Legal Safeguard of Integrated Circuits Layout Geometries”.

The Federal Law No. 61-FZ “The Customs Code of the Russian Federation” was adopted in May 28, 2003.
See Chapter 7 “Intellectual Property Rights” and the documents of Russia’s IAP Peer Review session on 1 March, 2005 in Seoul (www.apec-iap.org).

	Creation of a mechanism providing reliable protection of intellectual property rights and facilitating prevention of unfair competition and illegal enterprise is a guiding line for further activities in this direction.

With the aim of creating conditions for development of fair competition it is planned to make alterations in the Criminal Code of the Russian Federation, which toughen measures of punishment for production of infringing products. It is proposed to permit confiscation not only of illegal products, but also of equipment on which the products are fabricated.

	Avoidance of Double Taxation

	NIL
	The Russian Federation has international treaties on avoidance of double taxation with the following APEC economies: Canada, the People's Republic of China, Indonesia, Japan, the Republic of Korea, Malaysia, New Zealand, the Philippines, Singapore, Thailand, the USA, and Vietnam.
	Further expansion of a range of countries with which signing of intergovernmental agreements on avoidance of double taxation in relation of income taxes is contemplated in the framework of creation of favorable conditions for mutually beneficial cooperation and investment activities.


	Competition Policy and Regulatory Reform

	An amendment to corresponding federal law has been drawn up to improve the efficiency of licensing by reducing the number of business activities subjected to licensing, stipulating prerogatives of licensing authorities and protection of the rights of entrepreneurs. It was signed by the President of the Russian Federation on July 2, 2005.

See also a preamble to this Chapter and Chapters 8 and 10 “Competition Policy” and “Deregulation/Regulatory Reform Review” and the results of Russia’s IAP Peer Review session on 1 March, 2005 in Seoul (www.apec-iap.org).

	The Federal Law of January 2, 2000, “On Alteration and Amendment to the Federal Law “On Investment Activities in the Russian Federation Realized in the Form of Capital Investments”, in which guarantees of the state to all the investment activities subjects are fixed independently on the property forms:

· Provision of equal rights with realization of investment activities;

· Publicity in consideration of capital investment projects;
· The right of appeal to the court in connection to decisions and actions (inactions) of the State power bodies, local government bodies and officials of these;

· Protection of capital investments.

Licensing of activities, which permits non-admission of realization of certain kinds of activities for subjects not agreeable to the necessary standards, assists protection of the rights of subjects of entrepreneurship.

The regulatory reform is presently considered to be one of major importance. It is directed at elimination of excessive involvement of state in the economy.
Substantial results have been achieved in administrative reform by improvement of the structure of federal executive agencies and by withdrawal of their overlapping functions as well as of surplus authority.
Effective antitrust legislation aimed at supporting the competition is one of the conditions of economic subject rights protection. To achieve it further reform of preventive control system of market monopolization abuse is carried out. On the 7th of March 2005 the President of Russian Federation signed the Federal Law “On introducing amendments to Articles 17 and 18 of the Law of Russian Federation ”About competition and monopolization control on commodity markets”.
See also a preamble to this Chapter and Chapters 8 and 10 “Competition Policy” and “Deregulation/Regulatory Reform Review” and the documents of Russia’s IAP Peer Review session on 1 March, 2005 in Seoul (www.apec-iap.org).

	The Russia’s Government designs and implements measures aimed at improving investment climate in several large areas.

Governance efficiency will be enhanced; all procedures will become clear, transparent and easy to follow for market participants. This will apply to all governmental departments, including judicial authorities. Efficiency of the law enforcement system will be increased.

Work aimed at developing the financial market, including banking and insurance sectors and the stock market has been going on.

In the foreseeable future, Russian companies will complete transition to IAS, which is going to increase the transparency of Russian companies.

The appeal of natural monopolies will grow for private companies; reforms of natural monopolies will allow foreign investors to expand operations in such segments as electric power, railway transportation and some others.

Market mechanisms are being introduced in certain sectors (infrastructure, social sphere, utility services). This creates additional opportunities for foreign investors who, obviously, have a much richer experience of working in such sectors under market conditions.

Considering the large scale of the tasks to be implemented and insufficient return on investments, active application of the public-private partnership mechanism will be an additional incentive for attracting investments in these sectors.

Market mechanisms will be introduced in the social sphere as part of the reform carried out in this sphere (primarily, in health care and education).

On the one hand, this will make private investments in this sphere, including foreign investments, economically rational; on the other hand, this will promote improvement in the quality of human resources in Russia, thus improving conditions for implementation of investment projects in Russia.

At present, restrictions for foreign investors remain in certain segments; however, in most cases foreign companies have been able to operate quite successfully.

Possible elimination of such restrictions is closely related to the negotiations on Russia's accession to the WTO. 
See also IAP Chapters “Competition Policy” and “Deregulation/Regulatory Reform Review”.


	Business Facilitating Measures to Improve the Domestic Business Environment

	On 22 July, 2005 the Federal Law “On Special Economic Zones in the Russian Federation” was signed. Now the Government is adopting other relevant normative acts.

On 21 July, 2005, the Federal Law “On concessions” regulating the procedure of signing, amending and termination of the concession agreements was signed. This law, coming into effect will help to attract private investments to infrastructure, housing and utility sector and other sectors, to reduce budget expenditures on operation and establishment of state and municipal property, to increase tax incomes and other payments to budgets of all levels, to provide additional guarantees to investors.


	The adoption of the Land Code of the Russian Federation (Federal Law No. 136‑FZ of 25 October 2001), together with a number of legislative acts on "de-bureaucratization" (Federal Law No. 128‑FZ of 8 August 2001 "On Licensing of Specific Types of Activity", as well as Federal Law 178-FZ on Amending the Law on Licensing Specific Kinds of Activities dated 26 November 1998), Federal Law No. 134‑FZ of 8 August 2001 "On the Protection of Legal Entities' and Individual Entrepreneurs' Rights in the Case of Exercise of State Control (Supervision)", and the Tax Code of the Russian Federation significantly contributed to the formation of a favorable investment climate and facilitated the activity of Russian and foreign companies in the Russian market.

Since January 1, 2004 the sales tax is abolished, the rate of VAT is 18 per cent (instead of 20 per cent previously). The tax rate for operation with securities also was reduced from 0,8 per cent up to 0,2 per cent of the nominal price of capital issue.

In June 9, 2003, Federal Law "On Amending of the Part Two of the Tax Code of the Russian Federation, Alteration and Amending of Some Other Legislative Acts of the Russian Federation and Invalidation of Some Legislative Acts of the Russian Federation” was signed. This Law envisaged establishment of a special tax treatment with which payment of the total taxes and duties is replaced with sharing of manufactured products. In contrast to the effective order the tax base with oil and gas condensate production from oil-and-gas-condensate deposits in terms of the production sharing Law is determined not as a cost, but as an amount of produced mineral resources. A tax rate with production of these kinds of hydrocarbon raw materials is determined not in percentage, but in a fixed sum.

Copyright and related rights are protected by Federal Law No. 3531-1-FZ of 9 July 1993 "On Copyright and related Rights", as amended on 20 July 2003 by Federal Law No. 72-FZ "On Amendments to the Law on Copyright and Related Rights". Law No. 72-FZ aimed at bringing the Law "On Copyright and Related Rights" into compliance with the provisions of the WIPO Copyright Treaty and the WIPO Performance and Phonograms Treaty.

The Federal Law on modification and addenda in legal system of the Russian Federation in a part of perfecting of procedures of state registration of the legal entities and individual persons is signed in December.

Order of the Government of the Russian Federation No. 1187-р "On Plan of Measures on Stimulation of Innovations and Development of Venture Investments for 2003-2005 years" as of August 21, 2003 is accepted.

	Rejection the practice of unreasonable interference of the State into business matters; creation of equal competitive circumstances of economic activities for all the investors independently of a form of ownreship, who facilitate efficient allocation of capital and interindustry capital mobility.
In the State Duma and the Government of the Russian Federation work is being continued in connection to the draft Law “On Nationalization”.
Liberalization of foreign trade and tax regulations for import into Russia of modern process equipment required for necessities of modernization of enterprises in operation.

It is planned to simplify the procedure for compensation of the VAT, and also in future to decrease the VAT rate and decrease the tax load by the single social tax.

During 2006 the activity on perfecting a legal base in the area of innovative activity will be proceeded, first of all, in the field of intellectual property rights, assistance of commercialization of outcomes of scientific researches and experimental studies, creation of conditions for effective partnership of the State with private business in formation of the innovative sector of economics.
With the purposes of creation of favorable conditions for economic and scientific potential of the country, and inflow of investments, the legal base is elaborated to create special zones for application of the achievements of science to production, directed on creation of new technologic enterprises and development of venture financing.


	Other Investment Measures


	In 2005 drafts of Forest Codes and Water Codes of Russian Federation aimed at higher efficiency of natural resources exploitation and creation of clear card transparent conditions of access to them were adopted by the State Duma of Russian Federation.

	NIL
	The further activity of the Government of the Russian Federation are directed on perfecting of the joint-stock legislation, abbreviation of interference of the state power, maintenance of protection of the shareholders rights. It will allow to lower hazards of state participation in the capital of private enterprises, to expand capabilities of external financing and to increase activity on the stock market.
The work on perfecting the register system of securities is prolonged, in particular, in towards removal of high limitations on its publishing.



	Improvements in Russia’s Approach to Investment Measures since 1996

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

	General Policy Framework

	The Government of the Russian Federation was actively working on the improvement of business and investment climate in the country – the creation of transparent and stable rules of carrying out the economic activity, which stimulate the development of the entrepreneurial initiative and attraction on this basis of the investments, including those from foreign sources.

A programme adopted by the Resolution of the Government of the Russian Federation “On Complex Programme of Encouraging of the Foreign and Native Investments into Economy of the Russian Federation” No. 1016 of 13 October 1995 was in place to encourage investments in the Russian Federation. Similar programmes were also in place to attract foreign investments in Russian regions, taking into account local conditions and experience.
	The main regulations, relating to the activity of foreign investors, were laid down in the Constitution of the Russian Federation adopted on 12 December 1993, Civil Code, Part I dated 30 November 1994, No. 51-FZ (with amendments dated 20 February, 12 August 1996, 8 July 1999, 16 April, 15 May 2001) and Part II dated 26 January 1996, No. 14-FZ (with amendments dated 12 August 1996, 24 October 1997, 17 December 1999) and some other legislative acts like Federal Law dated 9 July 1999, No. 160-FZ “On Foreign Investments in the Russian Federation”, Federal Law dated 25 February 1999, No. 39-FZ “On Investment Activities in the Russian Federation in the Form of Capital Investments” (with amendments of 2 January 2000), Law of the Russian Federation dated 9 October 1992, No.3615-1 “On Currency Control and Currency Regulation” (with amendments of 29 December 1998, 5 July 1999 and 8 August 2001) and Federal Law dated 30 December 1997, No. 225-FZ “On Product Sharing Agreements” (with amendments of 7 January 1999, 18 June 2001).

The Russian legislative acts mentioned above provided proper guaranties for protection of foreign investors’ rights and interests and advantageous conditions for foreign investors and enterprises with foreign investments within national investment legislation and in conjunction with international treaties signed by the Russian Federation.
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	In accordance with Article 15.3 of the Constitution of the Russian Federation, laws and other regulatory acts relating to human rights, freedom and duties were subject to official publication. This provision was developed in Federal Law No. 5‑FZ of 14 July 1994 "On the Procedures of Publishing and Entering into Force of Federal Constitutional Laws, Federal Laws, Acts passed by the Chambers of the Federal Assembly"; and Presidential Decree No. 763 of 23 May 1996 "On the Procedures of Publication and Entering into Force of the Acts of the President of the Russian Federation, the Government of the Russian Federation and the Normative Legal Acts of the Federal Executive Bodies".

	In accordance with Government Resolution No. 98 of 12 February 2003 “On Access to Information on Activities of the Government of the Russian Federation and Federal Executive Bodies”, all Federal executive bodies were required to ensure public access to information with regard to laws, Presidential decrees, Government resolutions, as well as their own regulations, orders, rules, instructions, etc., including by placing this information on the Internet ()for example, by MEDT if Russia www.economy.gov.ru – both in Russian and English).


	Non-discrimination

	NIL
	Russia’s foreign investment policy is applied on a non-discriminatory basis as to source country of investment funds. Russian legislative acts provide for proper guarantees to protect rights and interests of foreign investors and provision of favourable conditions for foreign investors whose purpose is to invest in the Russian Federation, observing the Russian investment legislation and the relevant international agreements signed by the Russian Federation.

In accordance with Federal Law dated 9 July 1999, No.160-FZ “On Foreign Investments in the Russian Federation”, foreign investors in the Russian Federation enjoy the same favorable treatment as Russian investors with rare exceptions stipulated by the same federal legislation.

Federal Law dated 8 August 2001; No.129-FZ “On State Registration of Legal Entities” establishes the procedure for registration of legal entities and does not contain any restrictions or discriminatory regulations in relation to foreign founders of legal entities.
Article 8 (Guarantee of Compensation During the Nationalization and Requisition of the Property of Foreign Investor or Commercial Organization with Foreign Investments) of the Federal Law No. 160-FZ “On Foreign Investments into the Russian Federation” of July 9, 1999, provides for:

1) The property of a foreign investor or commercial organization with foreign investments is not subject to forcible seizure, including nationalization, requisition, except for the cases and on the grounds, which are established by the federal law or international agreement of the Russian Federation.

2) In case of requisition, foreign investor or commercial organization with foreign investments are paid the cost of the requisitioned property. When the circumstances end, in connection with which the requisition was made, the foreign investor or the commercial organization with foreign investments are entitled to demand according to the legal proceedings the return of the preserved property, but at the same time, they are obliged to return the sum of compensation, received by them, taking into account the losses from reduction in the cost of the property.

3) In case of nationalization, the foreign investor or the commercial organization with foreign investments are reimbursed for the cost of the nationalized property and for other losses. The disputes on the reimbursement for the losses are settled according to the procedure, provided for by Article 10 of the present Federal Law.

The Federal Law of the Russian Federation “On the Investment Activities in the Russian Federation, Carried Out in the Form of Capital Investments” (No. 39-FZ of February 25, 1999), which also spreads its action to the “foreign entities of the entrepreneurial activities” (Article 4), envisages (Article 16 – “Protection of Capital Investments”) that capital investments may be:

· Nationalized only on condition of preliminary and equitable reimbursement by the State for the losses, inflicted on the entities of the investment activities, in accordance with the Constitution of the Russian Federation;

· Requisitioned by decision of the State authorities in cases, according to the procedure and on the terms and conditions, which are determined by the Civil Code of the Russian Federation.

The Federal Law of the Russian Federation of July 29, 1998, No. 135-FZ “On Evaluative Activities in the Russian Federation”, the Article 8 – on obligatoriness of carrying out of appraisal of objects under evaluation with nationalization of property.

The interests of foreign investor in Russia are also protected by the relevant provisions of bilateral agreements on promotion and mutual protection of investments, concluded by Russia with other countries.

Such agreements, fix, as a rule, the firm obligation not to resort to nationalization and expropriation of investments, except for the cases when such measures are taken in the public interests, according to the procedure, established by the legislation, have no discrimination nature and are accompanied by payments of fast, adequate and efficient compensation. At the same time, normally, the principle of determining such compensation is fixed and the obligation is provided for to calculate the interest (for the amount of compensation) from the moment of expropriation and till the moment of payment of compensation at commercial rate, established on a market basis.

The provisions on nationalization, fixed in bilateral agreements of the Russian Federation, set forth in more detail the procedures of possible nationalization, the payment of compensation to the investor for the damage, inflicted on him, and the possibility of applying to judicial instances in connection with the acts of carrying out the nationalization.


	Expropriation and Compensation

	NIL
	Article 8 (Guarantee of Compensation During the Nationalization and Requisition of the Property of Foreign Investor or Commercial Organization with Foreign Investments) of the Federal Law No. 160-FZ “On Foreign Investments into the Russian Federation” of July 9, 1999, provides for:

1) The property of a foreign investor or commercial organization with foreign investments is not subject to forcible seizure, including nationalization, requisition, except for the cases and on the grounds, which are established by the federal law or international agreement of the Russian Federation.

2) In case of requisition, foreign investor or commercial organization with foreign investments are paid the cost of the requisitioned property. When the circumstances end, in connection with which the requisition was made, the foreign investor or the commercial organization with foreign investments are entitled to demand according to the legal proceedings the return of the preserved property, but at the same time, they are obliged to return the sum of compensation, received by them, taking into account the losses from reduction in the cost of the property.

3) In case of nationalization, the foreign investor or the commercial organization with foreign investments are reimbursed for the cost of the nationalized property and for other losses. The disputes on the reimbursement for the losses are settled according to the procedure, provided for by Article 10 of the present Federal Law.

The Federal Law of the Russian Federation “On the Investment Activities in the Russian Federation, Carried Out in the Form of Capital Investments” (No. 39-FZ of February 25, 1999), which also spreads its action to the “foreign entities of the entrepreneurial activities” (Article 4), envisages (Article 16 – “Protection of Capital Investments”) that capital investments may be:

· Nationalized only on condition of preliminary and equitable reimbursement by the State for the losses, inflicted on the entities of the investment activities, in accordance with the Constitution of the Russian Federation;

· Requisitioned by decision of the State authorities in cases, according to the procedure and on the terms and conditions, which are determined by the Civil Code of the Russian Federation.

The Federal Law of the Russian Federation of July 29, 1998, No. 135-FZ “On Evaluative Activities in the Russian Federation”, the Article 8 – on obligatoriness of carrying out of appraisal of objects under evaluation with nationalization of property.

The interests of foreign investor in Russia are also protected by the relevant provisions of bilateral agreements on promotion and mutual protection of investments, concluded by Russia with other countries.

Such agreements, fix, as a rule, the firm obligation not to resort to nationalization and expropriation of investments, except for the cases when such measures are taken in the public interests, according to the procedure, established by the legislation, have no discrimination nature and are accompanied by payments of fast, adequate and efficient compensation. At the same time, normally, the principle of determining such compensation is fixed and the obligation is provided for to calculate the interest (for the amount of compensation) from the moment of expropriation and till the moment of payment of compensation at commercial rate, established on a market basis.

The provisions on nationalization, fixed in bilateral agreements of the Russian Federation, set forth in more detail the procedures of possible nationalization, the payment of compensation to the investor for the damage, inflicted on him, and the possibility of applying to judicial instances in connection with the acts of carrying out the nationalization.


	Protection from Strife and Similar Events

	NIL
	The Federal Law of December 31, 1998, No. 193-FZ “On Alteration and Amending of the Article 59 of the Federal Law “On Limited Companies”.
The Law “On Protection of Competition on the Market of Financial Services” became effective in December 30, 1999.


	Transfers of Capital Related to Investments

	The Regulations of the Central Bank of Russia “On Alteration of the Procedure for Carrying-out Some Types of Currency Transactions in the Russian Federation” No. 39 of December 24, 1996, has simplified the procedure of some kinds of currency transactions, as a result of which it is possible to carry out such operations without preliminary permit of the Central Bank.

	In accordance with the Russian legislation in force, the non-residents have the right without limitation to transfer, import and send the currency values to the Russian Federation, provided they observe the customs regulations.

	Performance Requirements


	NIL
	Federal Law No. 160‑FZ of 9 July 1999 "On Foreign Investment in the Russian Federation" does not provide for measures inconsistent with the requirements of Articles III or XI of GATT 1994 nor measures which correspond to the illustrative list of TRIMs contained in Article 2, paragraph 2 of the WTO Agreement on TRIMs.

Federal Law No. 225‑FZ of 30 December 1995 (as amended on 7 January 1999, 18 June 2001) "On Production Sharing" contemplates that foreign investors which took part in production sharing schemes in the Russian Federation should place some proportion of their orders from locally produced goods. 

Presidential Decree No. 135 of 5 February 1998 "On Additional Measures to Attract Investments for Development of Domestic Car Making", and Government Resolution No. 413 of 23 April 1998 "On Additional Measures to Attract Investments for Development of Domestic Car Making" provides for customs and other preferences for those investments in the automotive industry that exceed the established ceiling. Four investment agreements have been signed on the basis of these acts.

	Entry and Stay of Personnel

	NIL
	Please refer to Chapter 13: "Mobility of Business People"

	Settlement of Disputes

	NIL
	Please refer to Chapter 12: "Dispute Mediation"

	Intellectual Property 


	NIL
	Alteration of the Patent Law of the Russian Federation, which guarantee observance of rights of applicants and patent holders. Many provisions of the Patent Law will be adjusted in accordance with the Agreement on Trade Aspects of Intellectual Property Rights (TRIPS), what is in compliance with terms of accession of the Russian Federation to the WTO.

Bringing the Law of the Russian Federation “On Copyright and Allied Rights” in conformity with the Constitution of the Russian Federation and provisions of the Berne Convention for the protection of Literature and Artistic Works.

The Draft Federal Laws “On Alteration and Amendment to the Law of the Russian Federation “On Brands, Service Marks, and Marks of Origination Places of Goods”, “On Alteration and Amendment to the Law of the Russian Federation “On Legal Safeguard of Programs for Electronic Computers and Data Bases” are introduced to the State Duma of the Russian Federation.
See Chapter 7 “Intellectual Property Rights”; results of Russia’s IAP Peer Review session on 1 March, 2005 in Seoul (www.apec-iap.org), and also the Rospatent’s web-site (www.fips.ru).


	Avoidance of Double Taxation

	The Russian Federation had signed international treaties on avoidance of double taxation with the following APEC economies: Canada (1985), Japan (1986), the Philippines (1995), the People's Republic of China (1994), Malaysia (1987), the Republic of Korea (1992), USA (1992) and Vietnam (1993).

	The Russian Federation signed international treaties on avoidance of double taxation with the following APEC economies: Indonesia and Thailand (1999), New Zealand (2000), and Singapore (2002).
To ensure mutual promotion and protection of investments (capital investments) at the international level, the Russian Federation has been working on concluding bilateral agreements (BITs) with countries from Europe, Asia, Africa and America; 37 agreements have entered into force so far.


	Competition Policy and Regulatory Reform

	NIL
	Please refer to Chapter 8: "Competition Policy" and 
Chapter 10: "Deregulation/Regulatory Review"

	Business Facilitating Measures to Improve the Domestic Business Environment 


	NIL
	Please refer to Chapter: "Trade Facilitation" and Chapter 13: "Mobility of Business People".


Appendix – APEC Leaders’ Transparency Standards on Investment

On 27 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 APEC sub-fora that have elaborated transparency provisions to review these regularly, and, where appropriate, improve, revise or expand them further. Economies were further instructed that such revised transparency provisions should be presented to Leaders upon completion for incorporation into the Leaders’ Statement. Accordingly, the following set of transparency standards on investment were developed for incorporation into the Leaders’ Statement. These principles flow from the General Principles on Transparency agreed to by APEC Leaders at Los Cabos and also build on the Options for Investment Liberalization and Business Facilitation to Strengthen the APEC Economies – For Voluntary Inclusion in Individual Action Plans. Economies agree to implement, in respect of investment, the General Principles contained in paragraphs 1 through 6 and paragraph 11 of the Leaders’ Statement. 
These principles provide specific guidance for implementation within an investment context. 
1. Each Economy will, in the manner provided for in paragraph 1 of the Leaders’ Statement, ensure that its investment laws, regulations, and progressively procedures and administrative rulings of general application (“investment measures”) 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 accordance with paragraph 2 of the Leaders’ Statement, each Economy will, to the extent possible, publish in advance any investment measures proposed for adoption and provide a reasonable opportunity for public comment. 
3. In accordance with paragraph 3 of the Leaders’ Statement, upon request from an interested person or another Economy, each Economy will: (a) endeavor to promptly provide information and respond to questions pertaining to any actual or proposed investment measures referred to in paragraph 1 above; and (b) provide contact points for the office or official responsible for the subject matter of the questions and assist, as necessary, in facilitating communications with the requesting economy. 
4. Where warranted, each Economy will ensure that appropriate domestic procedures are in place to enable prompt review and correction of final administrative actions, other than those taken for sensitive prudential reasons, regarding investment matters covered by these standards, that: (a) provide for tribunals or panels that are impartial and independent of any office or authority entrusted with administrative enforcement and have no substantial interest in the outcome of the investment matter; (b) provide parties to any proceeding with a reasonable opportunity to present their respective positions; (c) provide parties to any proceeding with a decision based on the evidence and submissions of record or, where required by domestic law, the record complied by the administrative authority; and (d) ensure subject to appeal or further review under domestic law, that such decisions will be implemented by, and govern the practice of, the offices or authorities regarding the administrative action at issue. 
5. If screening of investments is used based on guidelines for evaluating projects for approval and for scoring such projects if scoring is used, each Economy will promptly publish and/or make publicly available through other means those guidelines. 
6. Each Economy will maintain clear procedures regarding application, registration, and government licensing of investments by: (a) publishing and/or making available clear and simple instructions and an explanation of the process (the steps) involved in applying/government licensing/registering; and (b) publishing and/or making available definitions of criteria for assessment of investment proposals. 
7. Where prior authorization requirement procedures exist, each Economy will conduct reviews at the appropriate time to ensure that such procedures are simple and transparent. 
8. Each Economy will make available to investors all rules and other appropriate information relating to investment promotion programs. 
9. When negotiating regional trade agreements and free trade agreements that contain provisions with an investor/state dispute settlement mechanism, each Economy should consider whether or not to include transparency provisions along the following lines: allowing public access to documents submitted to or issued by the investor/state arbitration tribunal; providing for open hearings before the investor/state arbitration tribunal; and authorizing investor/state arbitration tribunals to accept and consider submissions from other persons and entities who are not parties to the dispute. Consistent with paragraph 11 of the Leaders’ Statement, appropriate exceptions for confidentiality should be made.

10. Each Economy will participate fully in APEC-wide efforts to update the APEC Investment Guidebook.

( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached at the end of this document.


( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached 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.





 





