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Additional Questions and Replies

The Permanent Mission of the Russian Federation has submitted replies to questions raised
after the meeting of theWorking Party held on 30 - 31 May 1996, with therequest that they becirculated
to the Members of the Working Party. The questions and replies are reproduced hereunder.

TRADE IN SERVICES
Question 87

Re. Question 192 (WT/ACC/RUS/9) We have noted thereply that “ the memorandum on services
(WT/ACC/RUS/6) cannot be treated as a legal text”. Nonetheless, we are of the view that
“ definitions’ of a such terms as “ foreign company”, “ State company”, “ non-State company”
etc. arenecessary to under stand the content of the document. Thus, weask the Russian authorities
to add this element to the current document.

As the Working Party proceeds further with its examination of Russia's regime affecting trade
in services, it will be important for Members to receive details on any powers being exer cised
at sub-federal levelswhich affect thisarea of trade. Wewould ther eforerequest that any responses
concerning service sectors should specify whether or not this consideration is relevant; and, if
so, should include appropriate detailed information.

Answer

Since laws and regulations in force may define notions of “foreign company”, “ State company”,
“ non-State company” , etc. in aspecific way depending on the function of the particular law, additional
“informa” definitions may be misleading. With that understanding, we may describe the meaning
of these notions usualy given in general discussions.

"Foreign-owned companies' are usualy understood to mean business entities established pursuant
to thelaws of foreign jurisdictions, including those which havetheir representative offices or branches
in the Russian Federation, or business companies duly registered as Russian legal entities, but having
aforeign founder or shareholder who owns a controlling stake in the respective venture (in accordance
with Russian tax legidlation).

The notion of " State-owned companies" and its more genera equivalent, " public enterprises’,
cover both those legal entities which are wholly-owned by the State (federal authorities or authorities
of aterritoria subject of the Russian Federation), and privatized enterprisesin the form of joint stock
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companies with a controlling block of shares held by the State (under the Civil Code, and legislation
on privatization).

"Non-public enterprises* are usualy understood to mean any Russian business entities which
do not fall under the definition of "public enterprises.”

Question 88

Re. Question 196 (WT/ACC/RUS9) Which are the bodies responsible, at regional level, for
establishing the quotas and the professional composition of the foreign labour force attracted to
the Russian Federation? What are the criteria used for this purpose?

With regard to quotas for the employment of foreign nationals, is there any plan for Russia to
review the quota system, or even to abolish quotas as a whole?

Do these quotas also apply in the case where a foreign company establishes a branch or a
subsidiary office in Russia?

In responding to question 196, it is stated that the Russian Federal Migration Service approved
guotas for the employment of foreign nationals, based on proposals submitted by sub-federal
authorities. Does the Russian Federal Migration Service use any other information or criteria
to approve quota levels? How is information on approved quota levels provided to the public?
Can decisions of the Federal Migration Service be appealed? Are quotasfilled on a first-come,
first-served basis?

Answer

No overal quotas are pre-established either for the whole of the Russian Federation or for
any of itsregiona governmentsasfar asthe number and professional composition of foreign employees
are concerned.

In keeping with the Regulations on the Hiring and Use of Foreign Employees in the Russian
Federation, as approved by Russian Presidential Decree No. 2146, dated 16 December 1993, a
prospective employer is to submit the following documents to the Federal Migration Service:

- an application indicating, in particular, the number of foreign employees wanted, both in
aggregate and by profession;

- a proposa (conclusion) from the appropriate executive agency of the Russian Federation's
territoria subject where theforeign nationals are to be employed, which must substantiate the
advisability of the employment and use of foreign personnel by the respective employer; and

- drafts of employment contracts, or other documents confirming the prior agreement with the
foreign nationals in question or with foreign partners on the intent to employ the respective
foreigners and on conditions of their employment.

When issuing an authorization to a specific employer to hire foreign personnel, the Federal
Migration Service (or its regional branch) may, based on recommendations from the administration
of the corresponding regional government of the Russian Federation, set alimit onthenumber of foreign
nationals who may be employed, both in aggregate and by profession.
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Applicationsfrom employersareconsidered ona"first comefirst served" basis. Authorizations
to employ foreigners are granted, as arule, for a period of up to one year.

The Federa Migration Service is required to decide to issue or to refuse to issue such an
authorization within 30 days after the date on which an employer filed the requisite documents. Any
decision taken by the Federal Migration Service may be challenged in court.

Question 89

Re. Question 198 (WT/ACC/RUS9) In the answer to question 198, it is stated that a certain
payment in the amount of minimal monthly wages established by the legidation is charged from
the employer for the extension of the term of the permit for each foreign worker. What are the
levels of these fees for the initial and additional terms? Why are the fees different? Does the
phrase "minimal monthly wages' refer to a flat rate for each worker, or are payments set at a
percentage of monthly wages? Are all workers assessed payments based on the same rate?

Theresponseto question 198 also states that thefeesfor the renewal of work permitsareintended
to compensate local administrations for the use by foreign employees of local infrastructure,
municipal transport, social servicesand cultur ewhich arefinanced from local budgets. Areforeign
workersrequired to pay any other type of special fee or tax to offset the costs of the consumption
of government services?

Answer

Eachtimean employer isgranted an authorization to employ foreign nationa sor hasit renewed,
he is to pay a one-time fee for each foreign employee in an amount equal to the minimum monthly
wage established by legislation of the Russian Federation. Such a minimum monthly statutory wage
isfixed in Russiafor al employersin relation to any and al employees, and is the absolute minimum
limit for any and all wages payable in the country. Thisindicator is used asthe unit of account during
the calculation of some charges, fines, and other payments. Since the amount of the minimum monthly
statutory wage over recent years has been repeatedly increased, so has the authorization fee.

Foreign employees are not required to pay any specia social welfare duesto local authorities.
Question 90

Re. Question 200 (WT/ACC/RUS9) Is employment of foreign nationals from countries which
are not the party to the intergovernmental agreement on reciprocal employment impeded due
to the quota system for the employment of foreign nationals?

Answer

No, itisnot (see Answer 88 herein). Existing legislation does not provide for any restrictions
on the employment of foreign national s depending on their country of origin. Under intergovernmental
agreements, quotas may be set whereby employment must be provided to a certain number of people
regardiess of the situation and developments on the labour market of the host country.

Question 91
Re. Questions 200, 286, 288 and 375 (WT/ACC/RUS/9) We note that the Russian Federation

hasin placeanumber of reciprocal arrangements, including bilater al agreementson ther eciprocal
employment of citizens of various countries (Q.200, page 77), reciprocity measures for the insurance
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industry (Q.286, page 94), and reciprocity measuresfor thelicensing of foreign and joint venture
banks (Q.288, page 94). Could the Russian Federation provide details of any other reciprocal
arrangements that are maintained in the services industries and indicate whether it is prepared
to removethesereciprocity requirementsin the accession negotiations? In thiscontext, we would
alsoliketoknowwhether any of thebilater al economic, technical cooper ation and tradeagr eements
signed by Russia cover tradein services and whether any of these agreements confer preferred
or reciprocal supplier status on companies from signatory countries (Q375)?

Answer

The answer to this question will be given in due course in the initial offer of a schedule of
exemptions from the Most Favoured Nation obligations in accordance with Article Il of GATS and
the Annex on Article Il exemptions. See aso Answer 111 herein.

Question 92

Re. Questions 204, 214, and 242 (WT/ACC/RUS9) Asthe Swiss delegation raised these questions
at the working party's last meeting, we would be grateful if the Russian delegation would let us
have the corresponding replies as soon as possible.

Answer

Answersto questions 204 and 214 were submitted in the Third Working Party in the document
(WT/ACC/RUS/9/Add.2). The Answer to Question 242 follows.

In order to provide services in the area of urban planning and landscape architecture it is
necessary to obtain a licence in accordance with the procedures determined for all other types of
architectura activity.

Servicesin the areaof architectural activitiesin the Russian Federation are subject to licensing
in accordance with Federal Law No. 169-FZ “ On Architectural Activity in the Russian Federation”
dated 17 November 1995, and Regulations of the Government of the Russian Federation No. 929 On
the Adoption of the Provision on Creative Architectural Activity and its Licensing in the Russian
Federation” dated 22 November 1993.

Licences are issued to individuas only. Licensing requirements with respect to al types of
architectural activities are the same:

- Russian Federation citizenship;

- university degree in architecture;

- working experience in the area no less than 2 years;

- knowledge of requirements with respect to construction and design in the Russian
Federation.

A legd entity headed by an individual possessing a licence may render services in the area
of architecture without obtaining an additional licence, and may employ non-citizens.

Question 93
Re. Questions204, 242, 248, 250, 252 and 254 (WT/ACC/RUS/9) Wenotethat Russiahasprovided

additional information on licensing requirements for a number of sectors (WT/ACC/RUS/9).
However, there remain a number of sectors for which licensing requirements have not been



WT/ACC/RUS/13/Add.1
Page 5

specified. Theseinclude urban planning and landscape ar chitecture (Q.242, page 86), real estate,
rental and leasing services without operators, advertising services and mining industry services
(Q.248, Q.250, Q.252, Q.254 page 87). We have also previously submitted questions regarding
the criteria used for licensing suppliers in the communications, audiovisual and transportation
sectors. We would also like to know for which sectors numerical quotas exist on the number
of licences issued to foreign companies (Q.204, page 78).

Answer

As noted, the answers to questions 204, 248, 250, 252, and 254 were previously submitted
in WT/ACC/RUS/9/Add.2. Regarding the additional sectors:

1 On city planning and landscape architecture services, see answer 92 herein.
2. On realty-related services, see answers 248 and 249 in WT/ACC/RUS/9/Add. 2.
3. On leasing services, see the answer 250 in WT/ACC/RUS/9/Add. 2.

4, On advertising services, thelicensing of advertisersstill isregul ated asdescribed in answer 252
in WT/ACC/RUS/9/Add.2.

5. On mining services, see answer 254 in WT/ACC/RUS9/Add. 2.

6. On communications services: the provision of communications services on the territory of the
Russian Federation is governed by the Federal law FZ-15 "On Communications', dated
22 February 1995. It establishes that the activities of individuals and legd entities which are
related to the provision of communi cations services may be undertaken on thebasis of aproper,
duly executed and duly obtained licence. Such licences to act in the field of communications
areissued, amended, renewed, and terminated by the Ministry of Communications of the Russian
Federation. Theprincipal |egislativeand regulatory actswhich the Ministry of Communications
is guided by during the consideration of applications for, and theissuance of, communications
licences include the following:

- Part | of the Civil Code of the Russian Federation, dated 1 January 1995;

- Federa Law FZ-15 "On Communications,” dated 22 February 1995;

- Federal Law FZ-129 "On Mail Service," dated 9 August 1995;

- Russian Government Resolution No 642 "Regulations on the Licensing of Activities
in the Fidd of Communications in the Russian Federation," dated 5 June 1994; and

- Russian Government Resolution No 1379 "On the Licensing of Television and Radio
Broadcasting and of Activities in the Field of Television and Radio Broadcasting in
the Russian Federation," dated 7 December 1995.

In order to create equa conditions for the obtaining of licences by any parties, regardless of
their organizationa-legal form and the country of incorporation or nationaity, decisions to
issue or deny licences are taken collectively by members of specia licensing commissions set
up by the Russian Ministry of Communications for the following types of activity:
telecommunications, mail services; andtelevisionandradio broadcasting. Prospectivelicensees
are to submit the following documents:

- licence application according to the established form, which must provide essential
data regarding the applicant and list its principa activities;
- corporate foundation documents, and certificate of registration;



WT/ACC/RUS/13/Add. 1

Page 6

- decision, if required, on the possibility of using the requested frequency; and
- technica proposas providing a clear idea of the communications services to be supplied,
as well as answers to a number of specific technical questions.

The consideration of applications for a licence comprises the following four phases:

- first, aduly executed application is accepted and a preliminary expert examination of
accompanying documents is conducted in accordance with applicable legidlation;

- then, a detailed technical expert assessment is carried out to see if the services to be
provided will meet applicable norms and standards and be in line with the established
rules for the organization of communications and the use of technical facilities;

- then, "specia terms' are worked out, which will be binding upon the prospective
licensee during his subsequent activities, including the conditions of being connected
to public communications networks; and

- finaly, the decision is taken to grant or refuse to grant a licence.

This decision is taken on the basis of such primary factors and considerations as:

- projections for the immediate future as to the devel opment of communications in the
given region;

- the availability of these or other communications services there;

- public interest in, and requirements for, the services applied for; and

- the quality and quantity of such proposed services, and the time frame during which
they will be available.

On Audio-visual services. the provision of audio-visua services is currently licensed in
accordance with the same procedure which governs the issuance of licences for public movie
and video screening. Rulesregarding thelicensing of public movieand video showingsin movie
theatresand on television are set forth in the Regulations on the Licensing of Activities Related
to Public Movie and Video Screening, as approved by Government Resolution No. 941, dated
19 September 1995, and are binding for al legal entities and individuals engaging in business
and entrepreneurid activities in the Russian Federation. This kind of licensing is carried out
by executive authorities of the Russian Federation's territorial subjects. Responsibility for
mai ntai ning aconsolidated register of licenseesand for providing methodological, information,
and advisory support to licensed legd entities and individual s supplying the respective services
is held by the Russian Federation State Committee on Cinematography. In order to obtain a
licence, aprospective licenseefilesan application for alicence aong with the package of other
required documents as listed in the Regulations. Foreign legal entities and nationals must be
registered in the Russian Federation to conduct entrepreneurial activities in accordance with
applicable legidlation. Licences are issued for 3 to 5 years, unless a shorter validity period
is requested in the application for alicence. Licences are issued for a fee whose size depends
on the corresponding expenses of the executive agency of the Russian Federation's territorial
subject which is authorized to grant such licences, and is determined in accordance with the
rulesfor establishing licence fees, asapproved by the Ministry of Economics and the Ministry
of Finance of the Russian Federation. A licence holder must act in accordance with the gpplicable
legidation of the Russian Federation and the rules established in the Regulations on the Licensing
of Activities Related to Public Movie and Video Screenings. Those executive agencies of the
Russian Federation's territorial subjects which are authorized to licence said activities have
theright to suspend or cancel licencesif licence holders violate the conditions of their licences.

On services in radio broadcasting and television, see WT/ACC/RUS/6.
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9. Ontransport, licensing conditionsfor transportation service providers are described in Answer
122 and 123 herein, as well as in Answer 316, 318, and 324 of WT/ACC/RUSY9.

Question 94

Re. Questions206, 207, 214, 215, 216 (WT/ACC/RUS9) Wenotethat certain questionsin general
services section (but which also affect trade in financial services) remain unanswered (e.g. on
international transfers (206, 214), capital transactions (207, 215, 216). We will be interested in
the replies offered to these questions.

Answer

The answersto Questions 206, 214, 215, and 216 were submitted to the Third Working Party
in document WT/ACC/RUS/9/Add. 2.

The answer to Question 207 is as follows:

Thereareno quantitativerestrictionsin effect in the Russian Federation on transactions effected
by residents involving capita movements.

Question 95

Re. Question 210 (WT/ACC/RUS/9) At what stageisthetext on standardization and certification
in banking activities, and what are its principal provisions?

Throughout the Financial Services section, referenceismadeto a draft policy document entitled,
"Standardisation and Certification in Banking Activities' (e.g., in question 210). What is the
status/timing/proposed content of this document?

Answer

Based on provisions set forth in the following Russian Federation Laws No. 5151-1 "On the
Certification of Products and Services', dated 10 June 1993; and No. 5154-1 "On Standardization",
dated 10 June 1993; and No. 2300-1 "On Consumer Rights Protection”, dated 7 February 1992, as
amended by Law No. 2-FZ of 9 January 1996, long-term work has gone under way to address the
problems of standardization, methodological support, and certification in banking business.

With this goa in mind, a working party has been established, consisting of representatives
of interested agencies, nongovernmenta organizations, and banks.

Banking standardization guidelines, as approved by this working party, provide for the
standardization of banking terminology and definitions, the standardization of banking services,
metrological support, the certification of banking technologies and services, the development of
information support, and the upgrading of banking professionals qualifications.

At the request of the Centra Bank of the Russian Federation, the State Committee on
Standardization, Metrology, and Certification has drafted an action programme to standardize and certify
information technol ogiesin the banking business. Over the past few years, thisCommittee hasapproved
a number of standards related to the banking sphere, including:

- information technology, cryptographic dataprotection, proceduresfor digital signaturecreation
and verification based on asymmetric cryptosystems; and
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- rules for the awarding of State registration numbers for securities identification purposes.
Two more standards related to banking have by now been prepared. They are:

- metrological support for banking transactions, general provisions; and
- recommendations regarding the generation of alist of parameters and facilities used in banking
business and subject to metrological supervision and control.

These standards are based on the |SO Technical Committee 68 " Banking and related financial
services' guidance.

This Committee and the Central Bank of the Russian Federation have jointly developed and
phased in more than 500 standardized document forms related to banking business. They comprise
documents for cash-issue and budget transactions, cash control, lending operations, payment orders,
etc.

Question 96

Re. Question 213 (WT/ACC/RUS/9) The answer to this question defines the list of sector meant
to be natural monopolies. We fed that perhaps not the full given sectors fall under the scope of
theterm natural monopolies. Wewould liketo draw the Russian authorities attention that several
ongoing negotiations under the WTO guidance cover at least a part of the mentioned sectors.
Itisthecaseof maritimetransport servicesinwhich port servicesar ecover ed by themodel schedule
of commitments and basic telecommunications services which cover large part of the
telecommunications and mail services. Please precise what part of the enumerated sectors, in
reply 213, fall under the notion of natural monopolies.

Answer

The Federal Law FZ-147 " On Natural Monopolies' dated 17 August 1995 regulates activities
performed by the legal entities and its executives operating under the condition of anatural monopoly,
rather than sets outs monopoly rights to be accorded to specific suppliers of goods and services.

For a more precise definition see Article 3 of the law "On Natural Monopolies® which has
been previously submitted to the WTO Secretariat. The purpose of thislaw wasto limit the opportunity
of misuse of monopoly status towards competitors and to consumers of goods and services. Article 4
of thislaw lists the activities and spheres where subjects of natural monopolies may exist. A large number
of entities, which may not be the subject of natura monopolies, may aso be operating in the listed
activities and spheres. In every sphere of such activity, the federal authorities on natural monopolies
regulation should determine which entities dealing with production (sale) of goods and services are
inthe condition of anatural monopoly. See Articles 3 and 4 of the above referenced law. In accordance
with Article 10 of thislaw, such entitiesshall belisted in aregister asthe subject of natural monopolies
and the State regulation and control will be carried out in relation to those entities.

In accordance with Article 9 of this law, a Federa service of the Russian Federation on the
regulation of natural monopolies in the communications sector, and a Federal service of the Russian
Federation on the regulation of natural monopolies in the transportation sector are in the process of
being established.
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Question 97

Re. Question 218 (WT/ACC/RUSY9) Could Russia provide us with a schedule of commitments
(limitations on market access and national treatment) for all the specific sectors?

Answer

The Russian Federation will submit an initial offer of schedule for specific commitments on
market access and exemptions from national treatment with respect of al sectorsin due course of its
accession negotiations.

Question 98

Re. Question 225 (WT/ACC/RUS/9) Russia provided information that “ If theinter national treaty
provides for implementation of rules other than those provided for by Russian legidlation, the
rules of that international treaty prevail”. How the Russian authorities will enforce provisions
set forth in theinternational treaty in case of seriouscollision between such atreaty and previously
existing domestic law?

Answer

In accordance with Clause 4 of Article 15 of the Congtitution of the Russian Federation, generaly
recognized norms of international law and international agreements to which the Russian Federation
isaparty form part and parcel of itslega system and, in the event of a conflict between rules stipulated
by an international treaty and those established by internal legislation of the Russian Federation, the
rules set forth in the international treaty prevail.

Pursuant to Article 5 of the Russian Federation Law " On Internationa Agreements of the Russian
Federation," rules which have been established by an international agreement and officialy published
in Russia, to which Russiaisaparty, have direct application throughout the Russian Federation unless
it isrequired that internal governmental regulatory lega acts be issued to govern their enforcement;
for other rules of international agreements to apply, corresponding legal acts need to be adopted (in
keeping with Article 34 and Section 5 of the Russian Federation Law No. 101-FZ "On International
Agreements of the Russian Federation” dated 15 July 1995).

If rules established by an international agreement which does not require that any internal
governmental legal act be issued are inconsistent with internal governmental legal acts of the Russian
Federation, the international agreement prevails directly. Where rules stipulated in an international
agreement require that an internal governmenta lega act be adopted, while the existing lega act of
the Russian Federation which regulates the lega relationship in question is in conflict with the
international agreement's provisions, Russian State agencies either amend the applicable internal
governmental legal act accordingly or adopt a new internal governmental legal act which is consistent
with the international agreement.

Reaffirming its commitment to the principle of voluntary compliance with international
obligations, the Government of the Russian Federation ensures the fulfilment of the provisions of
international agreements in the same way as it ensures compliance with its domestic laws and lega
acts. All State agencies work with a view to applying and enforcing them, and public prosecutors
and their offices maintain overall supervision over compliance.
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Re. Questions 225 and 243, 246, 252, 256 (WT/ACC/RUS/9) Could the Russian authoritiesensure
that the procedures of granting licences are operated on a non-discriminatory basis, what means
that the sametreatment isaccorded to foreign servicesand services oper ator s asto domestic ones?
Answer

The Russian Federation will ensure that its licensing system is in full compliance with the
requirements of the GATSincluding Article 6 thereof upon accession. See aso answer 97 herein. For
information about licensing of services in the area of:

1. On architecture see answer 92 and 102 herein.

2. On research and development, the rules of licensing in this area are currently under consideration
by the Russian Federation.

3. On advertising, see answer 252 in WT/ACC/RUS9/Add./2.

4, On equipment repair and maintenance, see WT/ACC/RUS/6, page 8, paragraph (iii): and also
answer 257 in WT/ACC/RUS9.

Question 100

Re. Question 226 (WT/ACC/RUS9) Arethereany restrictionsin employing Russian lawyersfor
foreign law firms or foreign lawyers to provide legal services?

Are there any restrictions for Russian law firms or lawyers to make partnership with foreign
law firms or foreign lawyers?

With regard to the answer given in 226, can we interpret this to mean that foreign providers of
legal services are permitted to establish partnerships or other joint arrangements with Russian
lawyers?

Answer

TheRussian Federation' sexisting | egis ation does not stipul ate any restrictions on theretention
of Russian lawyers or on the conclusion with Russian lawyers of contracts by foreign law firms.

The applicablelegidation of the Russian Federation does not impose any limitations regarding
theincorporation of legal entitiesor the conclusion of joint activity (partnership) agreementsby Russian
law firms (Russian lawyers) and foreign law firms (foreign lawyers). See Answers 219 through 231
in WT/ACC/RUS/9.

Question 101

Re. Question 230 (WT/ACC/RUSY9) Does the answer mean that foreign lawyers are not allowed
to give legal advice on international laws?
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Answer

In accordance with Paragraph 2 of Clause 3 of the Regulations on the Licensing of Paid Legal
Services in the Russian Federation approved by Russian Government Resolution No. 344, dated
15 April 1995, persons having foreign law degrees may provide paid legal services in the form of
consultations regarding the legislation of the country which awarded such degrees. Existing Russian
legislation does not presently regulate the provision by foreign law firmsand foreign lawyers of legal
servicesin theform of consultationson international law as practised in the jurisdiction which awarded
such degree.

Question 102

Re. Question 234 (WT/ACC/RUS9) In thearea of accounting, auditing and bookkeeping services
the establishment of a wholly-owned subsidiary is permitted. What is the situation as regards
branches of foreign firms?

Answer

In accordance with the Provisional Rules of Auditing in the Russian Federation, approved by
the Decree of the President No. 2263, dated 22 December 1993, the following persons have theright
to carry out auditing activities: natural persons (auditors), and juridical personsincluding foreign firms
and joint-venture firms established with participation of both juridical and natural persons. Theforeign
auditing firms may carry out their activities through their affiliates. Both the auditors who have gone
through certification and wish to work independently and the auditing firms may begin their activity
only after State registration as subjects of business activity, the receipt of licences for auditing and
the inclusion in the State register of auditors and audit firms. Audit firms shal be registered as enterprises
set up for the purpose of auditing and may have any organizational structure and lega status except
for that of a public joint-stock company.

In addition the Resolution of the Government of the Russian Federation No. 482, On the
Approval of Normative Documents Regulating Licensing in the Russian Federation, dated 6 May 1994
stipulates that in order to provide additional guarantees for the independence of audit firms in their
auditing activity, it is necessary that the share of the certified auditors and or the licensed audit firm
compromises not less than 51 per cent of their authorized capital.

In accordance with the Civil Code of the Russian Federation both the branches and commercial
representation offices can not be a judicia person, so they can not apply on their own for obtaining
a licence to carry out auditing and accounting functions.

Question 103

Re. Question 237 (WT/ACC/RUS9) In the response to question 237, it is stated that foreign
nationals, stateless persons, and foreign legal entities shall engage in architectural activities on
an equal footing with national and legal entities of the Russian Federation if this is stipulated
by an international agreement to which the Russian Federation is a party. Has Russia signed
any international agr eements per mitting foreigner sto providear chitectural services? If so, which
countries have signed agreements with Russia?

It isalso stated that in the absence of an international agreement, foreigners may participate in
architectural activitiesin the Russian Federation only together with nationals or legal entities of
the Russian Federation. Areforeignersrestricted in the types of arrangements or partner ships
that they can form with Russian nationals or legal entities?
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Answer

At this time, the Russian Federation has not signed any international agreements permitting
foreigners to independently render services in the area of architecture without the participation of Russan
individuals or lega entities.

Therearenorestrictionsonfore gnersentering into agreementsand partici pating in partner ships
together with Russian individuals or legal entities possessing a licence to render servicesin the area
of architecturein accordance with Article 10 of No. 169-FZ “ On Architectura Activity inthe Russian
Federation” dated 17 November 1995.

Question 104

Re. Question 244 (WT/ACC/RUS/9) Please provide a clarification of what is meant by the term
of “ gpecific types of activities” ?

Answer

In addition to Answer 244 submitted in WT/ACC/RUS/9 the Russian Federation States that
the Government Resolution No. 1418 “On Licensing of Specific Types of Activities’ dated
24 December 1994, regulates the generd proceduresfor licensing in most economic industries. However,
the specific licensing of servicesin the areaof architectural activitiesisdescribed in Answer 92 herein.

Question 105
Re. Question 271 (WT/ACC/RUSY9) The answer to this question makes reference back to the
response given to question 225 - Thisreference raises questions regar ding when Russian officials
intend to present its draft schedule of commitments. What timing is foreseen?
Answer

See answer 97 herein.
Question 106
Re. Question 272 (WT/ACC/RUS/9) What is the anticipated timing of the establishment of a
national reinsurance market through the establishment of private federal reinsurance companies?
Could Russia elaborate on how foreign companies may participate in this process?

Answer

There are 31 specialized reinsurance companies, 6 of them with foreign equity participation,
currently in businessin the Russian Federation. In accordance with Russian Supreme Soviet Resolution
No. 4016-1 "On the Bringing Into Force of the Russian Federation Law 'On Insurance'", dated
27 November 1992, the share of foreign investorsin the charter capital of such an organization may
not exceed in aggregate 49 per cent.

Specidized reinsurance companies may engage in reinsurance activities if they meet the following
criteria:

- reinsurance must be the sole business they have been established for;
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- they must be registered in the Russian Federation in accordance with the procedure stipul ated
by Russian legidation; and

- they must be licensed to undertake reinsurance activities. Under the above-referenced Resolution,
the minimum paid-in charter capital of a prospective insurer applying for such alicence must
be at least Rub 15 million.

The Russian Federation Law No. 108-FZ "On Joint Stock Companies’ dated 26 December 1995,
as amended by Law No. 65-FZ of 13 June 1996, requires, at the same time, that the charter capita
of an open joint stock company must be equal to at least 1,000 times the minimum monthly wage
established by federa law as of the company' sregistration date and that the charter capital of aclosed
joint stock company must be equal to at least 100 times the minimum monthly wage under federal law
asof thecompany's Stateregistration date. Presently, the minimum monthly wage stands at Rub 75,200
(See Answer 89 herein).

Question 107

Re. Question 273 (WT/ACC/RUS/9) What is the current status of the review of the bill which
is intended to amend minimum capital requirements for insurance companies? (i.e., following
the presidential veto of bill on December 31, 1995).

Answer

A draft of the Federal Law "On Changes and Additions to the Law on Insurance”, which
concerns, among other things, minimum capita requirements on insurance organizations, is currently
being considered by the State Duma's Committee on Budgets, Taxes, and Finances for subsegquent
submission to the lower parliamentary chamber.

Question 108

Re. Question 274 (WT/ACC/RUS9) Can aforeign insurer provideinsuranceto Russian residents
if the resident seeks such policy coverage and where there has been no solicitation of business
on thepart of theforeign insurer? If not, what istherationalefor limiting provision of insurance
services to commercial presence in Russia?

The Russian insurance legislation imposes restrictions on the establishment of insurance joint
venturesintheform of a49 per cent limit on theforeign investors ownership interest in thecharter
capital of such a company. Does Russia intend to maintain thisrestriction in the medium term?

Answer

1 In accordance with Russian insurance legislation, residents wishing to go into the business of
insurance on the territory of the Russian Federation must by all means register in accordance with
the statutory procedure and obtain an insurance licence in accordance with the procedure stipul ated
by the" Conditions for the Licensing of Insurance Activitieson the Territory of the Russian Federation”
(No. 02-02-08, dated 15 May 1996), as approved by the Russian Federal Service for Insurance
Supervision. Non-residents must meet similar requirements.

It is aso noteworthy that legislation of the Russian Federation does not prohibit its nationals
to insure their property interests abroad by concluding an insurance contract outside the Russian
Federation, in which case payments of insurance premiums and payments of insurance indemnity in
the event of an insured accident must be effected by the Russian insured and theforeign insurer outside
Russian territory.
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2. The ceiling of 49 per cent, established by Russian legislation on foreign equity participation
in an insurance company in Russia, is still effective.

Under the Partnership and Cooperation Agreement, signed by the Russian Federation and EU
countriesin May 1994, Russiaisto lift quantitative restrictions on foreign involvement in the charter
capital of insurance organizations within 5 years after the signing of this Agreement.

Question 109

Re. Question 278 (WT/ACC/RUS/9) Could the reply given in answer to this question be further
clarified? The response states that there are "currently” no legal grounds to prohibit insurers
involved in lifeinsurance from offering non-lifeinsurance. Arethereany plansto mandate such
separation?

Answer

Thereare currently no legis ative requirements distinguishing between insurers providing life
insurance and those providing other types of insurance.

Thedraft law " On Changes and Additions to the Russian Federation Law on Insurance” contained
provisions establishing such differentiation, but was vetoed by the Russian President and is undergoing
review.

Question 110

Re. Question 279 (WT/ACC/RUS9) If the direct branches of foreign insurance companies are
not allowed to carry out insurance business, what are they allowed to do?

Answer

Asnoted, branchesof foreigninsurance companies may not engagein suchinsurance operations
which require appropriate licences. Branches of foreign insurance companies may engage in those
activities which apply to risk assessment, damage assessment, and the like, and which are classified
under GATS as services auxiliary to insurance.

Question 111

Re. Question 283 (WT/ACC/RUSY9) Does the Russian Federation envisage multilateralization
of the liberalising measures agreed in its partnership Agreement with the EC?

Answer

The answer to this question will be given in due course in the initial offer for schedules of
exemptions from the Most Favoured Nation obligations in accordance with Article Il of GATS and
the Annex on Article Il exemptions. See aso Answer 91 herein.

Question 112

Re. Question 286 (WT/ACC/RUS9) Pleaseidentify agreements establishing reciprocity measures
in the insurance sector.
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We note that the responses given in answer to many of the questions involve the principle of
reciprocity e.g., in questions 286 and 296. Will Russia consider replacing this notion with an
MFN approach in regards to Russia's schedule of commitmentsin the financial services sector?

Answer
Thereciprocity principlewasabasisfor Partnership and Cooperation Agreement with the EC.

The issue of reciprocity will be considered in the process of the accession negotiations with
due consideration taken of the commitments of WTO members on financia services.

Question 113

Re. Question 288 (WT/ACC/RUS9) Isthere any possibility of the reciprocity provision with respect
to the licensing of foreign banks being removed in the course of accession negotiations?

Answer

At present, Russid s legidation on market access in the banking sector provides for the possibility
of reciprocal measuresto other countries. During theaccession negotiationsandin bilateral negotiations,
theRussian sidewill takeinto consideration thelevel of liberalization of other countries' banking sector.

Question 114

Re. Question 289 (WT/ACC/RUS9) Whilethe 12 per cent ceiling on foreign capital participation
in the banking sector has not yet been exceeded, would Russian authorities consider a staged
liberalization of this ceiling over time?

Answer

TheRussian party doesnot consider it timely todiscussraisingthe12 per centceilingonforeign
banking capital participation in the banking sector of the Russian Federation, since this ceiling has
never been attained.

Question 115

Re. Question 290 (WT/ACC/RUSY9) Russia has indicated that “ the granting of a licence to open
aforeign bank branch or joint venturebank issubject to case-by-caseexamination” . From previous
information supplied to the Working Party, we assumethat such an examination would takeinto
account the foreign equity ceiling, the reciprocity provisions, the minimum capital requirement
for foreign banks, and the financial position and business reputation of the applicant in terms
of arating given by an organisation such asMoody’sor Standard and Poor. Can Russia confirm
whether these are the criteria used or are other factors also taken into consideration?

Theresponse given to this question indicates that a " case-by-case" examination is done in the context
of the granting of a licence to open a foreign bank branch. In theinterests of transparency, can
Russian elaborate as to whether there are administrative guidelines that are followed, and if so,
what they are?
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Answer

The Bank of Russia issues licences to establish banks with foreign equity participation in the
Russian Federation with due regard for the following:

- the order in which corresponding applications were filed;

- the names, financial standings, and business reputations of the applicants (preferenceis given
to those applicants which are banks according to the legislation of their country of location
and which do brisk business with banks of the Russian Federation); and

- the geographica location of the applicants and the nature of bilatera relations between the
Russian Federation and the country where the applicants are based.

The minimum contribution by aforeign founder of a bank whaose charter capital consists more
than 50 per cent of nonresidents' assets may not be less than the equivalent of US$ 2 million at the
exchange rate quoted by the Bank of Russia on the day of payment.

Minimum charter capita requirements for newly-established banks whose charter capitd consists
more than 50 per cent of nonresidents contributions equal 5 million ecus.

Russian branches may be opened by only those nonresident banks which have sturdy financial
positions and unblemished business reputations. Preferenceis given to those nonresident banks whose
short-term obligations are rated no lower than prime-1 according to the IBCA, Moody's, or Standard
and Poor ratings.

A bank with more than 50-percent foreign equity participation is required to obtain a separate
licence from the Bank of Russia each time it opens another branch in the Russian Federation.

The capital assigned by anonresident bank to its branch opened in the Russian Federation may
not be less than the equivalent of US$ 5 million at the exchange rate of the Bank of Russia on the day
of payment. It is noteworthy that preferenceis given to the establishment in the Russian Federation
of subsidiary banks.

The Bank of Russia may, by agreement with the Russian Government, impose restrictions on
banking businessby lending institutionswith foreign equity participation and by foreign banks' branches
if the corresponding foreign countries have imposed restrictions on the establishment and operation
of banks with Russian equity participation and Russian banks branches.

Question 116

Re. Question 292 (WT/ACC/RUS9) Havethelaws"onthe Central Bank of theRussian Federation
(Bank of Russia)" and "On Banks and Banking Activity" been made available? Could Russian
officials provide brief synopses of these?

Answer

Federal Law No. 65-FZ “On Amending the RSFSR Law On the Central Bank of the RSFSR
(The Bank of Russia)” of 26 April 1995 (with amendments of 31 July 1995) and Federa Law No. 17-FZ
“OnBanksAndBankingActivity” of 3 February 1996, havebeenmadeavailable. A completeunofficia
English translation has been provided to the WTO Secretariat.
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Question 117

Re. Question 295 (WT/ACC/RUS/9) It isstated that it is necessary for aforeign subsidiary bank
to obtain a separate licence each time it wishes to open a new branch. Does this requirement
also apply to the opening of a representative office?

In certain circumstances, the Bank of Russia may impose restrictions on the banking services
provided by lending institutions with foreign equity participation and foreign bank branches.
What are the principal restrictions envisaged?

Answer

Foreign banks may only open their representative offices on the territory of the Russian
Federation on the basis of an authorization granted by the Central Bank of Russia.

Federa Law No. 17-FZ "On Banks and Banking Activity" dated 3 February 1996 empowers
the Central Bank to impose, by agreement with the Government, restrictions on banking business by
lending institutions with foreign equity participation and by foreign banks branches. The substance
of therestrictions depends on measures being taken in the respective countriestowards Russian lending
institutions, on financial market conditions, and on the economic situation in Russia

Question 118

Re. question 298 (WT/ACC/RUS/9) The Russian Federation hasadvised that “ the Bank of Russia
may establish additional prudential requirements, as well as additional requirements regarding
proceduresfor the submission of reportsand theapproval of governing bodies, lists of authorized
banking transactions, and minimum capitalization requirements for newly-registered banks and
foreign bank branches’. Wewould appreciateclarification of what theseadditional requirements
involve.

Answer

Pursuant to the Federal Law No. 17-FZ "On Banks and Banking Activity" dated
3 February 1996, the Bank of Russiais entitled to establish additional requirements on lending ingtitutions
with foreign equity participation and foreign banks' branches (i.e. requirements different from those
made on wholly Russian-owned lending institutions) with respect to prudential norms, reporting
procedures and management approval, lists of authorized banking transactions, and the minimum size
of thecharter capital of newly-registeredlendinginstitutionswith foreign equity participation and newly-
registered branches of foreign banks. See aso Answer 117 herein.

Question 119

Re. Question 312 (WT/ACC/RUS9) What type of special tourism-related education is required
to meet this criterium for obtaining a licence for travel agency?

Answer

Russian Government Resolution No. 1222, dated 12 December 1995, which defines criteria
for licensing tour operators, requires, among other things, that a prospective licensee should have at
least one staff professiona with specialized training qualifications in the field of tourism or an
employment record of at |east three yearswith atravel agency. The Resolution does not further specify
the kind of required training. As an application for a licence is considered, any training certificate,
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or an employment record, is taken into account. This criterion may take on greater significance if
the Russian Federation State Committee for Physical Culture and Tourism, which is empowered to
revoke licences, receives a complaint about a travel agency's practices.

Question 120

Re. Question 315 (WT/ACC/RUS9) In the response to question 315, Russia has stated that it
is an observer in the Negotiating Group on Maritime Transport Services. Does Russia intend
to complete the questionnaire on maritime transport services?

Answer

Russiawill consider thisissue after the resumption of the negotiations on maritime transport
services under the auspices of the WTO.

Question 121

Re. Question 316 (WT/ACC/RUS/9) In responding to question 316, Russia has stated that there
is a network of repair and maintenance companies for the overhaul and servicing of aircraft,
engines and accessories. Arethese servicesprovided by thegovernment, or by private companies,
or by both? If both, do the terms under which they operate differ? If so, how?

Answer

Russia has a network of enterprises providing repair and maintenance services for aircraft,
engines, and ancillary equipment. These service providers include both State-owned enterprises and
privatecompanies. Thelarger part of such private companiescurrently areinthemaintenance of aircraft,
engines, and ancillaries, while State-owned enterprises are mostly concerned with their repairs. Under
applicable legidation, the business and production operations of civil aviation and aircraft-building
enterprises, regardiessof their ownership status, are subject to governmental regul ation, whichincludes
the certification of al lega entities and individuals undertaking any type of activity related to the
manufacture, repair, and maintenance of aviation equipment and to flight safety.

Question 122

Re. Question 318 (WT/ACC/RUS9) In the answer to question 318, it is stated that in order to
obtain a licenceto provide inland waterway transportation or maritime transportation, the applicant
must have an "approved list of services supplied to the market". How does an applicant obtain
an approved list of services? Are licences granted on a discretionary basis?

Answer

Russian Government Resolution No. 840, dated 23 August 1993, contains a list of services
subject to licensing on this market. This list is issued to applicants upon their filing of applications
for alicence to provide transportation and forwarding services. After being approved by an applicant,
the list is returned to the licensing agency. Licences are issued on a case-by-case basis, the basis for
granting the licence is found in Regulation For Licensing Carriage, Forwarding and Other Activities
connected with Transportation and Maintenance of Transport Vehicles In the Russian Federation
(endorsed by Decision of the Government of the Russian Federation No. 118, dated 26 February 1992,
as amended) which has already been provided to the WTO Secretariat.
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Question 123

Re. Question 324 (WT/ACC/RUS/9) In paragraph 2 on page 103 Russia provides information
on different periods of licences issued by the Russian Transport Inspection Service. We are of
theview that 3 monthsisnot a sufficient period for offering effective servicesin thissector. Please
provide more clarity what are criteria for obtaining longer validity of a licence in this sector.

Answer

A licencefor aperiod of three monthsisissued at therequest of an applicant, in order to obtain
alonger-term licence, the requested period for up to 5 yearsis to be indicated in the application. The
objectivecriteriafor denying alicence (inadequate vocational training, submission of falseinformation,
etc.) areindicated in Regulation For Licensing Carriage, Forwarding and Other Activities connected
with Transportation and Maintenance of Transport Vehicles In the Russian Federation (endorsed by
Decision of the Government of the Russian Federation No. 118, dated 26 February 1992, as amended)
which has already been provided to the WTO Secretariat.

Question 124

According to our information, several providers of construction and engineering services have
reported complaintson non-transpar ent and cumber somesystem of char gesand feesbeingimpaosed
on foreign operatorsin Russia. Several different charges, including value added tax, excise tax,
transportation tax and other local taxes amount altogether to about 45 per cent of the value of
services offered which under mine competitiveness of foreign service operator. Please clarify the
system of chargesimposed on foreign construction services operators and particularly, confirm
that foreign construction services operators are treated on non-discriminatory basis.

Answer

Proceduresfor the payment of taxes, dues, and other obligatory deductionsby foreign nationals
and legal entitiesareset forth in Russian tax legisation. Foreign nationalsand legal entitiesundertaking
production and other commercial activities on Russian territory are subject to taxes, dues, and other
obligatory deductions on a par with Russian nationals and legal entities. Legislation provides for no
discriminatory treatment of foreign nationals and legal entities operating in the construction industry.

Question 125

Re. Question 347 (WT/ACC/RUS9) In which sector of industry hasthe Russian Federation initiated
an investigation to be conducted in confor mity with the provisions of Article XI1X of GATT 1994
and the WTO Agreement on Safeguards in order to determine whether increased imports are
causing serious injury to the position of a specific industry?

Answer

Since Russian Federation is not a party to respective WTO instruments, investigations against
injurious importation of products and possible introduction of safeguard measures are based on respective
provisions of Russia's international trade agreements and its internal legislation. At present such
investigations are conducted in connection with importation of white sugar, some alcohol and vodka,
some textiles and electric lamps.

SeemoredetaledinformationindocumentsWT/ACC/SPEC/RUS1andWT/ACC/SPEC/RUS 2.
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Question 126

Re. Question 376 (WT/ACC/RUS/9) Can foreign law firms or foreign lawyers provide legal services
on a third country law other than Russian and home country law?

Answer

Paragraph 2 of Clause 3 of the Regulations on the Licensing of the Provision of Paid Legal
Services on the Territory of the Russian Federation, approved by Russian Government Resolution
No. 344, dated 15 April 1995, mandates that persons having aforeign country's certificate of higher
legal education may supply paid legal services in the form of consultations on the legislation of the
foreigncountry. Existing Russianlegidlation doesnot yet regul ate conditionsfor theprovisionby foreign
law firmsand foreign lawyers of legal servicesin theform of consultations on third-country legislation.
See also Answer 101 herein.

Question 127
What are the criteria of economic test for foreign service providers?
Answer

When issuing to an employer alicence for foreign employees, the Russian Federa Migration
Service is obliged to consider the related conclusion of the administration in the region where the
foreigners will be employed. This applies not only to service providers, but to any and dl foreigners
being hired. When preparing their conclusions, local administrators are guided by a variety of
considerations, which include, as arule, unemployment levelsin their areas (comprising both overall
unemployment and unemployment in the economic sector concerned), the extent which demand for
such services has been met, the availability of social servicesin theregion, and other practical factors.
This was also described in WT/ACC/RUS/6: Regime of Regulations of Trade in Services, page 2 on
the issuance of permits based upon an economic needs test. See also Answer 88 herein.

Question 128

Sincethereisno explanation provided on theconstruction services, doesthismean that the Russian
Federation does not want to open construction services to foreigners? And does the Russian
Federation not want to bind commitments in this sector?

Answer

The Russian Federation will submit an initial offer of a schedule of specific commitments for
services in due course.

Question 129

Please provide information on any services provisions contained in Russia's preferential trade
agreements.

Answer
Information to this question will be given in due course in the initial offer of a schedule of

exemptions from the Most Favoured Nation obligations in accordance with Article Il of GATS and
the Annex on Article Il exemptions. See aso Answers 91 and 111 herein.
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Question 130

At the last meeting of the Working Party, indications were given that the Russian parliament
was considering new rules in the area of securities. Have there been any developments in this
regard (i.e., have new laws, regulations or rules governing securities operations been passed?
If so, what do they cover?)

Answer

The Federal Law FZ-39 "On Securities Market" was passed by the Russian Federation legidature
in April 1996. Thislaw covers al aspects of activitiesin the securities market including the definition
and scope of professional activities, issuance of securities, information and disclosure, advertising,
regulation and licensing requirements. Licences issued prior to the adoption of thislaw are valid for
one year after its final adoption.

Question 131

With which countries has Russia signed bilateral maritimetransport agreements? Could Russia
providespecificinfor mation on thetypesof maritimeservices that arecover ed and any pr efer ential
treatment that is accorded to other countries?

Answer

Russiahas signed bilateral sea shipping agreements with the following countries: Algeria, Angola,
Argentine, Egypt, Begium, Bulgaria, Brazil, Britain, Hungary, Vietnam, Ghana, Guinea Bissau, Greece,
Georgia(theagreement withit still hasto beratified), Denmark, Zaire, India, Irag, Spain, Italy, Cyprus,
China, Cuba, Latvia, Libya, Lithuania, L uxembourg, Madagascar, Maaysia, Mata, Morocco, Mexico,
Mozambique, the Netherlands, Norway, Cape Verde Islands, Pakistan, Poland, Portugal, Rumania,
Sao Tomee Principe, Seychelles, Syria, the United States, Tunisia, Turkey, Ukraine, Finland, France,
Germany, Czech Republic, Slovakia, Sweden, Sri Lanka, Ethiopia, and Jamaica. Themerchant shipping
agreements have virtually identical contents. They regulate shipping policies, ship and crew treatment,
and cooperation between the signatory countries.

Question 132

No specific information has been provided on other key services sectors such as construction services
and environmental services. Are foreigners permitted to provide these services in Russia? |If
so, what typesof licensing requirementsarein place? Areforeign firmsand national firmstreated
on the same basis?

Answer

At present, foreign companies may provide services in the sphere of construction and
environmental servicesinaccordancewiththeeffectivelegidlationwhichappliesonanon-discriminatory
basis.

Resolution No. 351 of the Government of the Russian Federation " On Approving Regulations
for Licensing Congtruction Activities', dated 25 March 1996, establishes procedures for obtaining licences
and complying with common licensing requirements for domestic and foreign companies. To receive
alicence, the applicant must submit, in addition to an appropriate application, copies of his constituent
documents and registration certificate, information on the qualifications of his office employees and
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workers, technical base, quality control procedures, labour protection schemes, environmenta and
fire protection schemes, a certificate of insurance against construction risks.

With regard to environmental protection schemes, rules and procedures for obtaining licences
have been established in compliance with Resolution No. 168 of the Government of the Russian
Federation "Regulation on Licensing Specific Types of Activities in the Sphere of Environmental
Protection”, dated 26 February 1996, and in compliance with Order No. 282 of the Ministry for
Protection of Environment and Natura Resources of the Russian Federation " On Licensing Procedures
in Respect of Specific Types of Activities in the Sphere of Environmental Protection”, dated
18 June 1996. The specified rules and procedures for receipt of licences apply both to individuals and
legal entities that are engaged in operations in the sphere of environmental protection in the territory
of the Russian Federation.

To obtain appropriate licences, the applicant must submit, in addition to the customary set of
documents required for licence issuance, the following forms which have been daborated by the Ministry
for Protection of Environment and Natural Resources of the Russian Federation:

- "Information on the qualifications of enterprise employees and retained speciaists’;
- "Information on the current status of the technical base".

Prior to the decision to issue an appropriate licence, the licensing agency: performs an expert
examination of all submitted documents to establish whether such materias are complete and accurate
andwhether thelicensed activitiesareperformedin compliancewith such ecol ogical requirementswhich
have been established for the applicant in the normative documents; establishes the effective licence
terms (licence terms); arranges, if need be, additional expert examinations (inclusive of independent
examinations) and ecologica audits.

Question 133

Please explain the criteria against which requests for the employment of foreign workers are
assessed and how the requirement on companies to pay the equivalent of the minimum wage to
the authorities when they employ a foreign worker is operated? Is the amount equal to the
minimum wage to be paid for aslong as that person is employed, or isit a one-off payment?

Answer

See Answers 88, 89, and 90, herein. In the course of review of an employer’s application,
dueregardisgivenfor theavailahility of comparable professionasonthegiventerritory and the absence
of the possibility of redistributing labour resources from other regions and ensuring equal pay
arrangements for foreign and Russian employees. Authorizations to hire foreign nationals are issued
to employers by migration services upon presentation of copies of payment orders confirming payment
of the authorization fee. Authorization fees are payable by employers on a one-time basis.

Question 134

How dothestreamlined procedur esfor theappr oval of the employment of key personnel by foreign
investors oper ate?

Answer

The procedure whereby key personnel of companies with foreign equity participation obtain
work permit confirmationsdiffersfrom theprocedurefor obtaining authorizationsto hireand useforeign
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employeesin that it does not require the submission of any proposal (conclusion) from the executive
authority of theregiona government wheretherespectiveforeign national swill beemployed. Decisions
to issuework permit confirmations are taken directly by the corresponding region’'s migration service.
An employer granted such a confirmation is charged a fee equal to 15 times the minimum monthly
wage established by legislation of the Russian Federation.

Question 135

Please explain the concepts of a bank credit organisation and a non-bank credit organisation.
What are the different functions of each type of institution?

Answer

A bank isalending ingtitution having the exclusive right to undertake al of the following banking
transactions:

- the attraction of cash deposits from individuals and lega entities;

- the investment of such deposits in its own name and at its own expense for a fixed term, on
arepayment basis, and for a fee; and
- the opening and maintenance of bank accounts for individuals and legal entities.

A non-bank lending ingtitution is alending ingtitution entitled to undertake the individua banking
transactionslisted in Article 5 of the Federal Law No. 17-FZ "On Banks and Banking Activity" dated
3 February 1996. The permissible combinations of banking transactions are established by the Bank
of Russia

Question 136

What is Russia'sintention with regard to the requirements in the banking sector for reciprocity
from other countries? Please state whether or not such requirements will be maintained.

Answer

At present, Russid s legidation on market access in the banking sector provides for the possibility
of reciproca measures to other countries. During the accession negotiations and in bilatera negotiations,
the Russian sidewill takeinto considerationthelevel of liberalization of other countries banking sector.

Question 137

Foreign air carriersoperating in this services sector currently face chargesfor over-flying Russia
in addition to standard air traffic-control charges. We understand that Russian airlines are not
subject to these charges. Please indicate what plans Russia has to introduce national treatment
in this matter.

Answer
The system of charges for aeronavigational services in place in the Russian Federation is

consistent with bilatera intergovernmenta agreements on air traffic with foreign countries, and the
Chicago Convention on International Civil Aviation (Article 15).
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Suggestions that foreign users of Russian airspace are subject to any additional inconsistent
chargesareerroneous. Thisinformationisbeing provided for purposesof clarification, sincethesubject
of Question 137 does not presently appear to fall within the scope of GATS.

Question 138

Pleaselist all commitmentsin bilateral or regional agreementsthat Russia believes could require
it to take MFN exemptions in its GATS Schedule of commitments.

Answer

The answer to this question will be given in due course in the initial offer of a schedule of
exemptions from the Most Favoured Nation obligations in accordance with Article Il of GATS and
the Annex on Article Il exemptions. See aso Answers 91 and 111 herein.

Question 139

Please provideinformation on thetypes of business where such alicenceisrequired, those sectors
where licences will not be granted to foreign enterprises or to partially foreign funded firms.

Answer

Information on the types of business in where such alicence isrequired has been given in the
document WT/ACC/RUS/6, page 3. Additiona information will be givenin due course in the initial
offer of a schedule of specific commitments.

Question 140
Please describe the criteria applied to obtain a business licence in sectors that require it.
Answer

Answers to this question have been previously provided in Answers 92, 93, 99, 101, 102,
106, 115, 132 herein and in Answers 201, 219, 223, 226, 227, 232, 244, 257, 312, 317, 318, and
324 in WT/ACC/RUS/9 and in Answers 248 and 250 in WT/ACC/RUS/9/Add. 2.

Question 141

Please describetherole of sub-federal authorities, e.g., in the autonomous republics and oblasts,
in permitting the establishment or utilization of services provided by foreigners, in establishing
labour restrictions on establishment or operation of a service firm, in charging labour fees on
the use of foreign labour, and in licensing enter prises.

Answer

Sub-federa authorities are responsible for issuing permits for the establishment of companies,
including those with the participation of foreign capital, in many services sectors except where such
permits are issued only by the federd authorities or the Central Bank. In some cases, such asthe licensing
of labour migration, permits are issued by federal authorities on the basis of recommendations by
sub-federal authorities.



WT/ACC/RUS/13/Add.1
Page 25

Question 142

Please outline how Russia enforces priority use of domestic labour in enterprises. How is it
established whether thereis a sufficient labour need, that workers can enter to staff up services
firms?

Answer

When examining applications from employers for authorizations to hire foreign employees,
the executive authorities of the regional governments take into account the level of unemployment in
the given areas, the availability of comparable domestic employees, the possibility of moving labour
resources over from other Russian regions, and other factors, including the economic effectiveness
of employing foreigners.

TRADE IN GOODS
Question 143

The response to Question 4 (WT/ACC/RUS/9) indicates that certain alcoholic beverages have
been added to the list of goods subject to price regulation at the federal level.

(a) What is the purpose of this price regulation? How were the prices established?

(b) Are the minimum prices for domestic and imported products the same? If not, please
address this difference in light of the national treatment provisions of Article Il of the GATT
1994.

Answer

€) Price regulation has been extended to acoholic products having a strength of 25-40 degrees
due to the fact that both distilleries and other enterprises in the food industry have begun to produce
these types of acoholic products.

In order to makevodkaand liquors more competitive and increase budget revenues, the Russian
Government has decided (Resolution No. 915 " On Changes and Additions to Norms and Rules Governing
the Production and Turnover of Ethanol and Alcoholic Products," dated 31 July 1996) to extend the
list of acoholic products subject to price regulation.

(b) Pending
Question 144

In response to question 12 and question 64 (WT/ACC/RUS/9), Russia states that is applying an
expansive interpretation to the working definition adopted in the WTO Understanding on the
Interpretation of ArticleXVII and that theremay bea limited number of enter priseswhich should
be notified. The response also indicates that it is collecting the necessary data to complete the
questionnaire on State trading enter prises.

We appreciate Russia's efforts to review and identify possible State trading enterprises under
thenew WTO Understanding. Thisisagood first step, and will greatly assist the Working Party
in completing this aspect of Russia’'s WTO accession process.
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(a) In this context, please elaborate on the "expansive" interpretation used by Russia of the
working definition adopted in the WTO Understanding on the Interpretation of Article
XVII, and on how the gover nment deter mineswhich entitiesremain/become Statetrading
companies.

(b) Werequest that Russia preparedraft notificationsfor theten entitieslisted as Statetrading
enterprisesin the response to question 12 (WT/ACC/RUS/9) for review by the Working
Party.

(© DoesRussiahaveatimeframein mind for completion of itsreview of itsremaining entities
todetermineif theseentitiesshould benotified totheWTO Secretariat under ArticleXVI17?

(d) What special or exclusive rights or privileges are granted to the enterprises list in the
response to question 12 (WT/ACC/RUS/9) What aspects of these enter prises distinguish
their activities from those of other State-owned firms?

Answer

Answers to questions about specia and exclusive rights listed in the answer to question 12
in WT/ACC/RUS9 will be given during preparations for the Working Party's meeting expresdy devoted
to issues related to State trading enterprises. Russia will complete its analysis and finalize the drafts
of corresponding notices prior to its accession to the WTO. The term "expansive" is amisprint and
should be read "extended".

Question 145

Theresponseto question 21 (WT/ACC/RUS9) refersvery generally to the" system of gover nment
regulation of industry." Would Russia please provide further information and/or copies of
legislation describing that "system"?

(a) What specific incentives are offered to investors?
(b) What types of federal programmes in industry are envisioned?
Answer

€) The requested documents have already been provided to the WTO Secretariat. See the
consolidated|ist of |egislativetexts, submittedtotheWTO Secretariat (WT/ACC/RUS/12). Information
on the specid incentives for investors is described more fully in Answers 4 and 7 herein
(WT/ACC/RUS/13).

(b) The Russian Federation Law No. FZ-128 * On the list of Federa goal-oriented programmes
and federa budgetary expenditures for particular government agencies in 1996 year” dated
23 September 1996, approvesthelist of the federa programmes adopted for fulfilment in 1996. This
list includes, in particular, the following programmes:

Defence industry conversion (1995-1997);
Space programme of Russia (up to 2000);

Fuel and energy (1996-2000);

Electronics development in Russia (1994-2000);
Russia s merchant marine reviva (1993-2000);
Russia's civil aircraft development (1994-2000);

oukwpdNE
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7. State protection of machine-tool construction (1993- 1998);
8. Machine-tool construction for the agro-industrial complex of Russia (1993-1997);
9. Russia s raw-material base development (1994-2000);
10. Improvement of Russia's soil fertility (1996-2000);
11. Protection of Russia's forests; and
12. Competitiveness improvement of domestic products.
Question 146

Concerning reply 24 (WT/ACC/RUS9), we would like moreinfor mation on how domestic prices
are established. In particular, we are interested in how Russia determines the "mark-up" for
goodswith pricecontrols. By “ mark-up” wearereferring to the difference between inter national
prices (relatively low) and domestic Russian prices (relatively high) for imported goods. When
the domestic priceis higher than the international price, theimported product will generally be
sold at a higher pricethan the price at which it isimported. We note that this may not be the
case in Russia on the average, particularly in situations where domestic prices are lower than
world prices(asnoted inreply 37), but mark-upsmay exist for particular productsor in particular
markets.

(a) Wewould appreciate some mor e information on how the mark-up is determined and who
collects it.

(b) Are there any governmental policies that affect this mark-up, and who in the Russian
mar ketplace receives this mark-up?

Answer

€) In keeping with Russian Presidentia Decree No. 236 "On Price Liberalization Measures',
dated 3 December 1991, atransition hasbeen under way in Russiasince2 January 1992, to free market
prices to respond to the influence of supply and demand, including prices for agricultural products
procured by the government. Asaresult of thisliberalization, the domestic market pricesin Russia's
farming sector and comparable world prices have been drawing more closely together. For example,
in 1995, domestic market prices for agricultura staples, as estimated by the Russian Ministry for
Agriculture and Food, reached 30-75 per cent of import prices for grain crops, 89 per cent of such
prices for sunflower, 64 per cent for potatoes, and 32-68 per cent for other vegetables, and neared
the leve of prices for imported hogs, poultry, and milk. In these conditions, the government does not
set any mark-ups on domestic market prices for agricultura products to even them out with prices
for agricultura imports.

(b) Under applicablelegislation, thelimited remaining Stateregulation of pricesand ratesiscarried
out in Russia with respect to products of natural monopolies such as the power generation industry,
the gas distribution network, the pumping, transfer, and bulk transportation of oil, railroad freight
shipments, port and ice-breaker services, and basic communications, as well as products purchased
exclusively or predominantly by the State. Pricesfor imported products, with the exception of alcoholic
beverages, are not regulated. See aso answer 147 herein.

Question 147
Concerning replies to questions 27 and 28 (WT/ACC/RUSY9), we note that minimum prices are

“obligatory only for enterprises and organizations engaged in purchases for State reserves’ and
pur chases by the Federal Food Corporation (FFC) go for use of certain special consumers.
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(a) Could Russia explain the relation between the information provided in Question 27 and
the information provided in Question 28.

(b) In particular, doesthe FFC use minimum priceswhen making its purchases? If so, could
Russia explain why it paid approximately half the minimum price established in 1996 for

purchases in 1995 of milk and meat?

(© Are minimum prices used for potatoes and vegetables (products purchased by the FCC
but not on the list of minimum prices for 1996)7?

(d) Please address the use of such minimum prices for purchases of imports in the context
of theprovisions of theWTO Agreement on CustomsValuation, i.e., aretheseprices used
asthebasis for customs valuation of the imported goods, and if so, is not thisin conflict
with the provisions of the Agreement?

Answer

@ Theanswersprovidedinresponseto questions27, 28and 37inWT/ACC/RUS9 areconsistent.

(b) In 1995, the FFC purchased milk and meat at minimum guaranteed prices established that year.

In 1996, such minimum guaranteed prices have been, with account taken of inflation, higher than in

1995.

(© Such products are bought by the FFC, but they are not included on the list of products covered
by minimum prices for 1996.

Potatoes and other vegetables are not on thislist of products acquired by the FFC at minimum
guaranteed prices. Prices for potatoes and other vegetables were liberaized long before the issuance
of the Russian Presidential Decree of 3 December 1991.

(d) Minimum guaranteed prices do not serve as a basis for the customs valuation of imported
products.

Question 148
Can Russia provideinformation on the quantity of production eligibleto receive minimum prices?
Answer

This information was provided for the third meeting of the Working Party in the answers to
questions 27, 31, 39, 115, 28, 43, 57, 58, 114, and 119 of WT/ACC/RUS/9.

Question 149
Regarding minimum prices required for alcoholic beverages, the differential maintained in the
prices fixed for domestic and imported alcohol has been linked to the difference in excise taxes

applied to imported goods and domestic and CIS products.

What progress has been made in equalizing the minimum price for western imported alcoholic
beverages and CIS and domestic products?
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Answer
Pending.
Question 150

The response to question 40 (WT/ACC/RUS/9), pertaining to AQ 116 (WT/ACC/RUS4), states
that the answer is pending regarding the inconsistent statement that the draft budget provides
for support only to the coal industry.

Please provide a response to this inconsistency if one is now available.
Answer

See answer 40 in WT/ACC/RUS9/Add. 2.
Question 151

In previous documentation, Russia indicated that there was a new draft law "on Basic Principles
of taxation" which redefines the jurisdiction of federal and sub-federal authoritiesin matters of
taxation, as well as the responsibilities of taxpayers and tax administration bodies.

(a) What is the status of this draft law?

(b) Would Russia please outlineits provisions, with special referenceto its effect on existing
tax provisions?

(© To what extent will this law address Russia's two-tier excise tax system for imports and
domestic products, VAT exemptions on similar domestic and imported products, and
regional taxes on imports?

Answer

€) The Council of the Federation rejected the draft law " On entering changes into the Law of
the Russian Federation " On the principles of tax system in the Russian Federation™" passed by the State
Duma on 12 July 1995. The Government of the Russian Federation, then, required the State Duma
to reconsider the draft law.

(b) The draft law passed by the State Duma on 12 July 1995 provided for the change of thetitle
("On genera principles of taxes and charges in the Russian Federation"), the structure of the existing
Law "On the Principles of Tax System in the Russian Federation”, and presented its new version.
This draft law attempted to define the essence of the genera principles of taxation in the Russian
Federation, specified the lists of taxes and charges applicable in the Russian territory (open lists of
regional andlocal taxesand chargeswereproposed), determined the procedurefor entering amendments
into legal acts on taxes and charges, adjusted the effective procedure of exercising tax control and
appealing against acts (failure to act) of tax authorities, stipulated provisions for some mitigation of
sanctions for tax violations. Taking into account that the draft law had serious weaknesses, and that
the work on modification of the said law ceased to be imperative in connection with the devel opment
of aregulatory act systematizing tax legidation (draft Tax Code of the Russian Federation) coming
to its final stage; therefore, the work on the preparation of the Draft Tax Code was considered as a
priority task.
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(© TheDraft did not regul atethe tax treatment with respect to specific taxes, becausein accordance
with effective legidlation this matter isto be regulated by respective federa laws and other regulatory
acts on taxes.

Question 151A

Russia's response to question 341 (WT/ACC/RUS/9) provides a status report of the draft Tax
Code. We understand that the draft General Part of the Tax Code (Part 1) has been reected
on a first reading and resubmitted to a committee for further revision.

What is the present status of the draft Part 1 of the Tax Code, as well as drafts of Parts 2, 3,
and 4?

Answer

Thegenera part of thedraft Tax Codeintroduced by the Government of the Russian Federation
to the State Duma in February 1996 was accepted for consideration by the State Duma at the first
discussionwiththeformation of the Commission for conciliation. Thedraft Tax Code wasnot submitted
for thefirst reading in the State Duma. The Commission for conciliation having consideredin July 1996
the conceptual issues of the draft Tax Code recognized the necessity of adopting the draft Tax Code
to ensure consistency of thetax regulatory framework and uniform legal procedures, and a soregarding
the expediency of elaboration of exhaustive list of federal, regional and local taxes and charges. A
specid working group was charged with the development of specific wording with respect to the decisions
agreed upon by the Commission.

The Government of the Russian Federation isaso considering partsil-1V of thedraft Tax Code
of the Russian Federation which specifically defines its general part with respect to federa, regiona
and local taxes and charges. In order to promote a stable and efficient tax system which could be used
as one of key instruments of government regulation of economic processes, a Commission of the
Government of the Russian Federation for the improvement of tax legislation has been established as
acoordinating body. ThisCommissionisintended to ensurethedevelopment of astablelegal framework
of the tax system that would include efficient regulation of the rights and obligations of the subjects
of tax relations, the establishment of mechanisms and procedures for their interaction, creation of
conditions for the payment of taxes in full by taxpayers, division of competence between the bodies
exercising tax control, and aso the preparation of calculations and social and economic forecasts of
implications of the proposed changes to the tax system.

Itisintended to consider, by theend of 1996, parts1i-1V of thedraft Tax Code and to introduce
them early the next year to the State Duma.

Question 152

Theresponse to question 53 (WT/ACC/RUSY9) cites the new Federal Law No. 23-FZ “ On Excise
Duties” of 7 March 1996, which provides a significant step toward a more uniform system of
excise tax assessment with respect to domestic and imported items, and application of a single
tax rate. The response to question 102 states that a new draft Federal Law provides for the
introduction of the same excise rates for domestic and imported goods.

(a) The response to question 53 is unclear as to when the unification of excise taxes will be
complete. What isthe status of the new draft Federal Law? Please outlineits provisions
as they relate to Article 111 of the GATT 1994 (national treatment in the application of
domestic taxation) and the WTO Agreement on Subsidies and Countervailing M easures.
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(b) Pleaselist, by HStariff [ine number, the goods subject to excisetaxes under the new draft
Federal Law, and

Answer

Federa Law No. 23-FZ "On Excises', dated 7 March 1996, providesfor thelevying of excises
on the following products: ethanol from all kinds of raw materias; edible alcohol; wine spirit, vodka,
liquors, brandy, sparklingwine, natural wine, and other alcoholic products; beer and tobacco products;
jewelery; motor benzine; cars (other than manual-control cars); and individual categories of minerals.
The list of excisable products no longer includes car tires, trucks with a carrying capacity of under
1.25 tons, fur products, natural leather garments, cut glass, yachts, launches, hunting rifles, carpets,
and rugs.

The full list of excisable products and their rates, along with their HS tariff line numbers, is
found in the Law "On Excises', which has been submitted to the WTO Secretariat.

Exciserateson Russian-made excisabl e productsdo not exceed 85 per cent (vodkaand liquors).
Since the taxabl e turnover for domestic excisable products is determined on the basis of the applicable
exciserates and ex-works pricesinclusive of excises, whilethat for imports is determined on the basis
of the customs value of the respective goods, which is exclusive of excises, excise rates for some
categories of excisable imports (alcoholic products, beer, tobacco products, and cars) are higher than
those applied to similar Russian goods. In practice, this means that the excise tax burden on imported
products, as arule, are in aggregate no higher than on similar Russian goods.

Excises on dcohol, wine, vodka, beer, and tobacco products imported into the Russian Federation
are currently charged at specific rateswhich are expressed in fixed monetary units (ECUs) per physica
amount of the corresponding goods.

Therate of excises on Russian-built cars stands at 5 per cent and the rates of excises on motor
vehiclesimported into Russia range between 10-25 per cent, depending on their engine displacements.

The State Duma of the Russian Federation is currently considering adraft law on changes and
additions to the Federal Law "On Excises', which provides for a uniform procedure for the levying
of excises on Russian and imported products.

Question 153

The responseto question 98 (WT/ACC/RUSY9) statesthat the maximum rate for import customs
duties is 30 per cent except for luxury items, tobacco products, alcoholic beverages and arms.
The response to question 53 cites the new Federal Law No. 23-FZ * On Excise Duties” of March
7, 1996 which envisagesthat carswill be subject to an excisetax of 5 per cent and that food items,
except for beer, alcohol and tobacco will be exempt from excise tax.

(a) Does the 5 per cent excise tax rate on cars apply only to imported items? If not, what
istherate for domesticitems? Doesthe5 per cent excisetax apply to all motor vehicles?

(b) How are arms treated under the new Federal Law No. 23-FZ?

(© What are the envisaged excise tax rates for beer, alcohol and tobacco?
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Answer
See Answer 152 herein.
Question 154

The response to Question 51 (WT/ACC/RUSY9) indicates that the VAT is 10 per cent, but in the
title of the law referenced in this question, it indicates that the VAT is 100 per cent.

Please confirm that the VAT in Russia is 10 per cent and that the 100 per cent figure is a
typographical error.

Answer
The correct figure is 10 per cent.
Question 155

Welook forward toreceiving a completed submission of Document WT/ACC/4 outlining Russia’s
agricultural subsidy policies over the last three years. This document should answer many of
the questions posed to Russia about support provided to agricultural producers.

We note that Russia has provided useful information in WT/ACC/RUS 9. In thisregard, we
appreciate the information provided in replies 34, 35, 36, etc. We will compare thisinformation
with the more detailed treatment required for WT/ACC/4 as we evaluate Russia’s agricultural
system. Wealso look forward to receiving information on Russia’sintentions for future agricultural
policies, including the gradual replacement of production subsidies with consumer subsidies.

Answer

A document describing the system for subsidizing agriculture on the basis of recommendations
contained in WT/ACC/4 has been submitted by the Russian delegation to the WTO Secretariat.

Question 156

The response to question 360 (WT/ACC/RUS/9) references the response to question 38 which
addresses calculation of AMS. This would seem to be an incorrect reference.

Please provide a statement regar ding Russia's progress on its legislative or regulatory approach
to compatibility with the WTO Agreement on Subsidies and Countervailing Measures.

Answer

The Russian Federation, Decree of the Ministry of Foreign Economic Relations, No. 1000
of 21 December 1995 “On the Temporary Procedure for Conducting an Investigation Prior to
Introduction of Protective Measures” sets out the procedures for the conduct of a countervailing duty
investigation which are generally consistent with the principles of the WTO Agreement on Subsidies
and Countervailing Measures. A copy of thisDecreehasalready been provided tothe WTO Secretariat.
A draft law “ On Measuresto Protect the Economy or Interestsof Russia During Foreign Trade” passed
thelegislature but wasrecently vetoed by the President of the Russian Federation dueto concerns about
its consistency with the obligations of the WTO Agreements. It iscurrently being reviewed to account
for remarks made by the President, and to include dl the principa provisions of the WTO Agreement
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on Subsidies and Countervailing Measures. For information on the system of domestic support for
agriculture in the Russian Federation, see the document and the non-paper on this subject which have
been circulated to Members of the Working Party.

Question 157

TheWTO TRIMs Agreement prohibits the use of investment measuresinconsistent with Articles I11
and XI of the GATT of 1994. Wewould appreciate additional information in thefollowing ar eas:

With regard to theresponseto question 65 (WT/ACC/RUS9), could we have a copy of Resolution
No. 324 as well?

Answer

Resol ution of the Government of the Russian Federation No. 324 On the Comprehensive Plan
of Action for the Government of the Russian Federation for the Implementation in 1996 of the Russian
Presidential Address to the Federal Assembly Entitled “ Russia for Which We Are Responsible (On
the Current Situation in the Country and Major Developmentsin Russian Policy)” of 22 March 1996
was submitted to the WTO Secretariat.

Question 158

With respect to the response to question 67 (WT/ACC/RUS/9): What isthe purpose of the ban
on foreign investment in the production of alcoholic bever ages?

Answer

Russian legislation at present does not contain any prohibitions on foreign investment in the
production of acoholic drinks.

Question 159

Initsresponseto question 94 (WT/ACC/RUS9), Russia states that regional executive bodies are
authorized to, but have not yet applied measures that, encourage regional export by granting
tax privileges to local operatorsin the form of partial or complete tax holidays with respect to
regional or local taxes or with respect to the share of the federal profit tax which is to be paid
to the local budget.

(@) In WT/ACC/RUS/5, Russia stated that Article 71 of the Constitution gives the central
government authority to regulate foreign investment regulations, and that no regional
law could be lawfully implemented contrary to the laws of the Russian Federation in this
area. Doesthat mean that Russia will ensurethat regional measuresto encour age exports
that arein conflict with WTO provisions?

(b) Weneed infor mation on theimplementation of theser egional measures. When doesRussia
anticipate that these measures will be implemented by the regional executive bodies? Do
any of these regional proposals include export requirements to qualify for the benefits?

(© Arethese measur es available to foreign-owned entities as well asto domestic private and
public enterprises?
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(d) Please discuss these measures in the context of the WTO Agreement on Subsidy and
Countervailing Measures (SCM) and Article XXIV:12 of the GATT 1994.

Answer

The Russian Federation shall continue to support the implementation of only those measures
undertaken by regional authorities to encourage exports which are consistent with WTO provisions.

Question 160

We have seen press reports that the Republic of Tatarstan has introduced measures to regulate
(among other things) the import and sale of alcoholic beverages that appear to be inconsistent
with WTO provisions, e.g., quantitative restrictions and special import taxes.

Can Russia confirm this? How does Russia plan to bring such actions of sub-central authorities
within the Russian Federation into WTO conformity?

Answer

Regarding the measures taken by the Republic of Tatarstan, the Russian Delegation advises
that such measures are exclusively concerned with the production of alcohol and vodka, and arein
accordance with the norms established by the Federal Law "On the State Regulation of Production
and Circulation of Ethyl Alcohol and Alcoholic Products.”

Question 161

The response to question 98 (WT/ACC/RUSY9) indicates that the maximum tariff rate for most
goods is 30 per cent of the customs value.

Could Russia confirm that there are no specific tariff rates on those products which result in an
effectivetariff rateof morethan 30 per cent? That isto say, arethereany import productswhere,
if the specific tariff rate is calculated as a per centage of the value of the product, it resultsin
a tariff value greater than 30 per cent?

Answer

The customsimport tariff of the Russian Federation for most goods presently does not provide
for any ad valorem duty ratesin excess of 30 per cent. Examples of limited exceptions include al cohol
the rate for which is 100 per cent, and playing cards the rate for which is 40 per cent. Whether any
specific tariff rate, calculated asa per centage of thevalue of the product resultsin atariff value greater
than 30 per cent will depend upon the entered value of the specific product. See the most up-to-date
unofficial English trandation of the Customs Tariff of the Russian Federation.

Question 162

Will Russia please supply the schedule of its current applied tariffs for the Working Party in
electronic media as well as hard copy?

Answer

The customs tariff of the Russian Federation, including existing rates, has been provided by
the Russian delegation to the WTO Secretariat both on hard copy and on diskette.
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Question 163

What is the status of Russia's efforts complete the questionnaire on the implementation and
administration of the Customs Valuation Agreement?

Answer

The document " Information on the Implementation and Administration of the Customs Vauation
Agreement,” completed on the basis of WT/ACC/1, Annex 4, has been submitted by the Russian
delegation to the WTO Secretariat.
Question 164
With regard to the response to question 103, we appreciate Russia providing a list of foodstuffs
subject tothe 10 per cent value-added tax. Isthislist still current and istherateof thevalue-added
tax still 10 per cent?
Answer

The list of foodstuffs subject to value-added tax at the rate of 10 per cent, which has been
approved by Russian Government Resolution No. 1120, dated 13 November 1995, was amended in
July 1996 to extend to seatrout which isnow also subject to VAT at 10 per cent (Russian Government
Resolution No. 849, dated 18 July 1996).
Question 165
Would Russia please give the Working Party:
(a) A brief summary of the provisions?
(b) A copy of its proposed legidation on safeguard, anti- dumping, and countervailing measures?
(© What types of measures are envisioned?
(d) Please provide a status report on the passage of this legislation.
Answer

The corresponding documents will be submitted if they become law.

Question 166

Concer ning recent indications of possible safeguard actionsby the Russian Gover nment to protect
domestic industries:

(a) Please clarify if formal safeguard investigations have begun with regard to imported
alcoholic beverages, textiles, cash registers, lighting products, or any other imports.

(b) If investigations have been initiated, please indicate where a notice of the initiation of
investigation was published. Have interested parties - such as the governments of the
counties exporting such products, firms, and Russian importers - been notified? If so,
when and by what means?
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(© Will the findings and procedur es of these investigations be made available to the public,
or to theinterested parties upon request? Are theresults of such safeguard proceedings
subject to appeal in Russian courts? If so, please indicate the court of first appeal and
outline the appeal process.

Answer

@ & (b) Theinvestigationsmentioned in thequestion have beenlaunched officially. All essential
details about them have been published and their results have been submitted to the WTO Secretariat.
Question 166A

Does Russia still apply export duties to trade? If so, to what extent have such measures been
eliminated on trade with preferential trading partners?

Answer

Russia does not apply export duties on its foreign trade.
Question 167
Please explain how import licensing is used as part of Russia’s SPS regime and a description of
the disciplines of the SPS Agreement (e.g., as certain WTO Members have submitted to the SPS
Committee).
Answer

The issuance of an import licence for reasons of protecting the health of the population, flora
and fauna of the Russian Federation is described in the Import Licensing Questionnaire,
WT/ACC/RUS10. In addition, documents which have been submitted by the Russian Federation for
the fourth session of the Working Party on non-tariff measures (WT/ACC/SPEC/RUS1 and
WT/ACC/SPEC/RUS/2) provide a comprehensive listing of al non-tariff measures upon imports.
Question 168

Russia has stated in the response to question 350 that it does not maintain any quantitative
restrictions, such as import bans or quotas, on imports.

(a) Does Russia use tariff-rate quotas, or any other policy that limits the quantity of imports
by other means?

(b) Can Russia confirm that it will not introduce any quantitative measuresto restrict imports
except in line with the provisions of the WTO?

Answer
The Russian Federation has not yet applied tariff-rate quotas. The Russian Federation does

not plan to employ any quantitative import restrictions contradicting WTO provisions. See aso the
two separate documents on Non-Tariff Measures which have been submitted to the WTO Secretariat.
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Question 169

WT/ACC/RUS10 providesdetailed infor mation on therequirementsand procedur esfor obtaining
alicencefrom MFER. However, thereisnoinformation regarding therequirementsfor obtaining
letter of consent for the issuance of the licence from the corresponding ministry (agency). These
requirements areimportant since Russia statesin section 111.2(d) that “* An importer, thus, needs,
in practice, to approach consecutively two administrative organs.”

Please provide detailed information on the requirements for obtaining consent from these
“ corresponding ministries’ .

Answer

Therequested information will be provided in the course of the Working Party' s meeting and
bilateral consultations.

Question 170

We understand that Russia is currently drafting several new laws to create a government
procurement system.

Please describe the new system with reference to the procedural and substantive provisions of
the WTO Agreement on Government Procurement.

We continue to support Russia's accession to the Agreement on Government Procurement in the
course of its accession to the WTO.

Intheinterim, weencourage Russiatousetheprovisionsand proceduresoutlined in the Agreement
as a basis for developing its procurement regime.

Answer

Matters related to the competitive placement of orders have been previoudy addressed by Russian
Government resolutions dealing with purchases for State needs. (See WT/ACC/RUS2, WT/ACC/RUS/4,
and WT/ACC/RUSY9).

A draft of the Federd Law " On the Organization of Tendersfor the Purchases of Goods, Building
Works, and Servicesto Meet StateNeeds' coversthose arrangementsrelated to the purchases of goods,
building works, and services for State needs which remain unregulated in Part Il of the Civil Code
of the Russian Federation and in other laws on government purchases.

Although this is only a draft law, if enacted it will lay the legal groundwork facilitating
transparent, free, and competitive acquisitions in every economic sector, based on an objective and
accountable system. If enacted, the law will establish general legal and economic principles for
organizing tenders for the purchase of goods, building works, and services to satisfy State needs. It
isbased on principlesrecogni zed throughout theworld, such astheMode Law of theU.N. Commission
on International Trade Law, and the GATT Agreement on Government Procurement.

While taking Russia s present conditions into account, the draft law incorporates many of the
above documents' underlying ideas. These include, among others, the fundamenta principle of open
competition during tenders and procedures associated with such specific methods as bidding, double-phase
bidding, specialized private bidding, etc.
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If enacted, the law should encourage broad-based competition, and guarantee a better value
for the government's money.
Question 171
With regard to the response to question 106:
What is the status of the Draft Law "On the Organization of Tenders to Purchase Goods,
Construction Worksand Servicesto Meet State Needs'? Please outlinethe provisionsof thisdraft
legidation as it now stands.
If this law has been passed, please provide a copy to the WTO Secretariat.
Answer

See Answer 170 herein.

Question 172

Would Russia please provide the WTO Secretariat with copies of the documents referenced in
its reply to question 26:

"Federal Law No 60-FZ, On Product Supplies for Federal Needs, dated 13 December 1994" and
"Federal Document On State Projections and Programmesfor the Social and Economic Development
of the Russian Federation"? (reply 26)
Would Russia also please provide the Working Party with the "Resolution of the Russian
Government No. 594, On Implementation of the Federal Law “ On Deliveries of Products for
Federal State Needs’, of 26 June 1995", referred to in itsreply to question 1117?
Answer

These |egidlative acts have been provided by the Russian delegation to the WTO Secretariat.
Question 173
The response to questions 107 and 109 (WT/ACC/RUS9) indicate that the compilation of a
comprehensivelist of imported itemsfurnished through the Federal Budget and relevant statistics
with regard to these purchases are pending.
What isthe status of collecting thisinformation? Please providethisinformation if it isavailable.

Answer

Theresponsesto Questions 107 and 109 (WT/ACC/RUS9) do not indicatethat thisinformation
is being collected.

Question 174

The procurement lawsand proceduresreferenced inreplies26 and 111 (WT/ACC/RUS9) pertain
to procurement for State needs.
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Do the same laws and provisions govern how Russian ministries and agencies procur e goods and
services for their own needs?
Answer

At present in the Russian Federation there are no uniform rules regulating the purchases by
State bodies (minigtries, ingtitutions) of goods for their own needs. The purchase procedures are specified
for every particular casethrough application of market mechanismsand mechanismsfor tender selection
of agents of transactions.
Question 175
For situations where a private or quasi-private entity (such as a trading house) procures goods
or serviceson behalf of the State, pleasedescribethe procurement lawsand procedur esthat govern
these procur ement.
Answer

See reply 174 herein.
Question 176

Reply 125 indicates that a draft law “On the Quality and Safety of Foodstuffs’ is under
consideration. What is the status of that legislation?

Answer
Draft law “ On the Quality and Safety of Foodstuffs’ is still under consideration.
Question 177
Could Russia please provide a comprehensive statement on its standards regime addressing the
provisions of the WTO Agreement on Technical Barriers to Trade (TBT) and related WTO
obligations?
Answer
Arrangements in place in Russia with respect to standards are set forth in Law No. 5154-1
"On Standardization”, dated 10 June 1993, which lays the legal groundwork for standardization and
defines measures of government protection for the interests of consumers and the State by drawing
up and enforcing regulatory acts on standardization.
Thetext of thisL aw wassubmitted to the WTO Secretariat in March 1994 (SeeL/7410/Add. 1).
See also answer 178 herein.
Question 178
Could Russia please prepare a draft response to the WTO questionnaire on the implementation

of the TBT Agreement, as provided for in WT/TBT/2, for review at the next Working Party
meeting?
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Answer

Sincethe agendafor the fourth meeting of the Working Party on Russiad s accession to the WTO
has already been approved, the Russian delegation deems it most important to prepare background
materials and documents for the agreed upon agenda, and to more carefully prepare material for this
subject for the next Working Party' s meeting which will deal more specifically with problemsrelated
to technical barriers to trade.

Question 179
Inresponseto question 129 (WT/ACC/RUSY9), Russiastatesthat it plansto publish recommended
feestructuresfor mandatory confor mity assessment proceduresfor productsand servicesin 1996.
Has this document been published? If so, please provide the WTO Secretariat with a copy for
review by the Working Party.
Answer

The document "Payment for Work Done in the Certification of Products and Services'
(R 50.3.001-960) was published and entered into force on 18 March 1996. It has been provided to
the WTO Secretariat.
Question 180
The response to question 133 (WT/ACC/RUS/9) was not complete. Please provide information
on the types of risks which the certification procedure is addressing and the nature of the
conformity assessment procedure (e.g., inspection, production of test reports, product
type-approval, quality systems certification, or combinations of these).
Answer

See answer 20 in document WT/ACC/RUSY/13.
Question 181

Theresponseto question 135 (WT/ACC/RUS9) indicates that the Russan Committee on Commerce
exercises State control through "... pricing order and regulations...".

What does the phrase “ pricing order and regulations’ refer to?
Answer

Thisphraseappliesto productsonthelist approved by Russian Government Resolution No. 239
"On Measures to Streamline the State Regulation of Prices," dated 7 March 1995, which has been
submitted to the WTO Secretariat.
Question 182
We understand that Russia is very close to establishing full foreign exchange convertibility on
the current account. We welcome Russia's commitment to accept Article 8 obligations under

the IMF Agreement. It is a large step forward in securing the basis for a WTO-compatible
economic and trade regime, and will encourage investment and accelerated economic growth.
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Answer
The Russian delegation takes note of these comments.
Question 183
Regarding progress towards new laws:
(a) Could Russia give an update on thelegislativeinitiativesreferred toin WT/ACC/RUS9?
In particular, please provide additional information on the following:
(b) We understand that the “ Law on Food Quality and Safety” was submitted to the Duma
by the Russian Government mid-May. Could Russia make a trandated draft available

to the Secretariat for WP review?

(© Thedraft Law on Criminal Penaltiesfor violations of intellectual property rights has been
before the Duma for some time. Could the Russian delegation give us a status report?

Answer

@ See the document "On Legislation Development” which has been submitted by the Russian
delegation to the WTO Secretariat.

(b) See answer 21 in document WT/ACC/RUSY/13.

(© See answer 47 in document WT/ACC/RUSY/13.

Question 184

Could we please have a copy of Russia’s current tariff schedule in electronic media?
Answer

The customs tariff of the Russian Federation, including existing rates, has been provided by
the Russian delegation to the WTO Secretariat both on hard copy and on diskette.





