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In Brief

Refinancing rate

Starting from July 14, 2010 National Bank of
the Republic of Belarus has cut down refi-
nancing rate to 11,5% per annum.
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State property

Presidential Edict grants the right to pay by
installments for the alienation of state prop-
erty, which costs less than 10 thousand base
units (about 110 thousand dollars) for a term
not exceeding one year. Previously it was

necessary to make a single payment within 30
days from the date of conclusion of agree-
ment.
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Visa rules

On July 21, 2010 new visa regulations of the
Republic of Belarus started operating , which
would greatly facilitate the process of obtain-
ing the Belarusian visa.
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Customs union

# On July 6, 2010 the Customs Code of the
Customs Union entered into force for three
countries - Belarus, Kazakhstan and Russia.

# Starting from July 6, 2010 import and ex-
port of cash for more than 10 000 dollars are
subjects to entry. Previously export of cash
was limited to 3 000 dollars.

# Amount of importing goods for personal
use should not exceed 1,5 thousand Euros,
and weight - 50 kg.

# On July 1, 2010 certain agreements in the
field of sanitary and technical regulations
entered into force, such as the Customs Union
Agreement on Sanitary Measures, the Agree-
ment on veterinary and sanitary measures,
etc.

# On July 1, 2010 the Agreement and the
Protocol on the procedure for levying indirect
taxes began to apply.
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Business News

Privatization

On August 18, 2010 a competition of
the sale of the shares, belonging to Bela-
rus, of the following companies: JSC
"Bobruisk Machine-Building Plant, JSC
“VolMet”, JSC
“Lida  Foundry-
Mechanical Plant”,
and on September
23 — JSC "Barhim"

LAW FIRM and JSC "Rechitsa
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nounced. These companies were put on
the list of joint stock companies, which
are subject to sale of shares by adver-
tised bidding, at the request of the Inter-
national Monetary Fund.
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Rankings

100 major joint stock companies of Bel-
arus are identified for 2009. Top five
include Naftan, Mozyr Oil Refinery,
Grodno Azot and Belshina. A part of
these enterprises is to be privatized in

accordance with the plan of privatiza-
tion. 3 g/r?
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Investment

National bank of the Republic of Bela-
rus has announced about the search of
strategic investor for JSC
"Belinvestbank", the third largest bank
in Belarus. The core conditions are the
following: investor should be in the list
of Top 20 world banks and be a resident
of European Union.
!
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The Process of Liberalization Is In Proceed

viding VAT payment for this equipment on a three year
installment plan.

Currently the Ministry of Economics is preparing the
final version of Presidential Directive No4. The main
goal of this program document is the liberalization of
the conditions of conducting business and development
of the entrepreneurial activity. The Directive announces
the development of small and medium business as one
of the most important state priorities along with dwell-
ing question, investments and innovations.

Also the Directive establishes the complex of measures to
protect property rights and guarantees a non-interference
of the public authorities in the economic activity of the
enterprises. It is planned to provide small enterprises with
the right of redemption property, which has been leased by
them during last three years or more and used for manufac-
The draft of the Directive establishes measures to liber-  turing of goods, for the depreciated cost.
alize the conditions of economic activity of economic

\ i The Directive stipulates the stability of the legislation con-
subjects of the Republic of Belarus.

cerning conducting of business especially in the tax
Firstly, it is a simplification of the investment environ-  sphere.

ment in Belarus and establishing of favorable fiscal con- 1y a4dition, the document establishes the abolition of un-

ditions including temporary preferences for faithful eco-  pecessary inspections and optimization of the administra-
nomic subjects. It is stipulated the application of zero  ye fines.

custom rate for technologic equipment as well as pro- B G ¢

Is the Division between Small and Medium Business Necessary?

On the 1st of July 2010 the Law on Support of Small
and Medium Business was adopted. The division be-
tween small and medium business is based on the prin-
ciple of average amount of employees within a calendar
year.

Individual entrepreneurs and micro-organizations (no
more than 15 employees) and small organizations (16-
100 employees) are considered as small business enti-
ties The organizations with the amount of employees
from 101 to 250 are considered as medium business

The main goal of division is to provide different types of
support (including financial and property support) and
different conditions of it. For example, for small business
entities special tax regimes, cut structure of accounting as
well as provision of onerous and non-onerous financial
assets, opportunity of property leasing, preferential loans,
grants guarantees are established.

The Law is coming into effect in December 2010.
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entities.

The New Amendments to the Civil Code Have Come into Effect

The new amendments to the Civil Code of the Republic of Belarus, that have come into effect on
July 2010, set forth that the only constituent instrument of the Limited Liability Company is its
article of association (earlier — article of association and constituent agreement). The constituent
agreement that were signed before the new amendments have come into effect are in force in the
part that does not contradict to the Law until the liquidation of the Limited Liability Company or
until the decision of its determination.

Also the amendments stipulate the opportunity of partial Closed Joint Stock Company acquisition
in enjoying the shareholders pre-emptive right to purchase shares. This means that part of shares
can be sold to other shareholders and another part of shares — to a third party. Also according to the
amendments the Unitary Enterprise can be reorganized by division (separation) and by reorganiza-
tion in producers' cooperative. B3 ¢
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Purchasing construction company according to the rules

Eugenia Urodnich,

lawyer
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Due Diligence in construction

Acquisition of business has several stages, in-
cluding gathering of information about ac-
quired company, preparing of documentation,
negotiation, execution and closing of transac-
tion. The quality of research and investigation
in the acquired company affects not only the
position of the buyer and seller in the negotia-
tions, but also the company's activities in fu-
ture.

Due diligence is the process of investigating
and estimating a company before buying it,
comprehensive analysis of legal, financial and
management documentation.

Usually the procedure of Due Diligence has
the following order. First of all, the list of infor-
mation and documents (check list), which the
seller must provide the buyer for Due Diligence
should be prepared and sent to the seller. As a
rule, Due Diligence requires at least the follow-
ing information:

1. corporate documents;

2. entitled documents (e.g., copies of
powers of attorney);

licenses;
accounting and financial documents;
documents related to the assets of the
company;

6. information on the rights to intellec-
tual property;

7. all commercial contracts and agree-
ments;
information on labor relations;

9. information about insurance;

10. information about disputes and litiga-
tion, administrative proceedings;

11. other documents directly related to
the company.

Construction business has many features, so

Due Diligence in this sphere of activity is car-
ried out in several directions. Except the
information set forth above, it is necessary
to find out a number of other aspects of ac-
tivity of the construction company.

Firstly, observance of all license re-
quirements and conditions, the absence of
RIGA
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gross violations of licensing requirements are
of the great importance. In particular, it is nec-
essary to ascertain:

1) whether there is a management sys-
tem and (or) a quality control of the works
(services) which are carried out by the con-
struction company;

2) how effectively occupational safety
and health administration operate;

3) availability of basic production as-
sets (in ownership, economic management,
operative administration, according to the
lease agreement) which are necessary for car-
rying out works (services) performed by the
construction company.

Secondly, it is necessary to conduct research
on compliance with the requirements of en-
vironmental protection and rational use of
natural resources, and preservation of histori-
cal and cultural heritage and conservation of
especially protected natural territories.

Thirdly, unlike other kind of activities, con-
struction companies are obliged to observe not
only the legislation in the sphere of construc-
tion, but also the requirements of technical
normative legal acts. Moreover, this obligation
extends to all phases and stages of construc-
tion (preparation for construction, develop-
ment of design documentation, execution of
construction works), to the acceptance of con-
struction projects, as well as to the process of
its operation during the warranty period.
Therefore, the buyer of the acquired company
shall objectively assess what complaints and
claims may be brought against him during the
warranty period and how to minimize risks
associated with non-compliance with the re-
quirements of legislation by the seller.

Fourthly, the most important issues of the con-
struction business are the issues of receiving
of all agreements, approvals, permits, ful-
fillment of directives and instructions of
state bodies, such as:

e coordination of the object location and
construction permit for survey works;

e availability of architectural planning
task, the opinion of coordination organi-
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zations;

e obtaining of technical specifications for engineering and
technical maintenance of the object;

e availability of state expert opinions on the design documen-
tation;

e availability of permit for the involvement of co-investors in
the construction of residential houses;

e conclusion of the land lease agreement through tender or
bidding;

e compliance with the instructions issued by the bodies of
state construction inspectorate on removing of discovered
defects and (or) the violations that endanger the deformation
or collapse of buildings, its parts, engineering services, struc-
ture;

e many other permits issued for each type of construction.

Fifthly, it is necessary to find out whether there were construction
accidents and destructions, whether the order of their investiga-
tion was observed, what actions have been taken for their elimi-
nation and prevention. It is also reasonable to explore the possi-
bility of potential construction accidents and destruction of ob-
jects in the further operation of the objects because a buyer will
bear the responsibility for the finished construction.

It is not the whole list of issues for checking during Due Dili-
gence in the sphere of construction. As we see, Due Diligence in
construction requires involving in the research process not only
an independent legal consultant to conduct a legal due diligence,
but also a technical specialist in construction.

The process of documents research can be realized either
through unimpeded access to the acquired company, or by allo-
cating a separate room with a collection of all documents (data
room). In the first case, the person conducting the Due Diligence
has the opportunity to explore the “unfiltered” information and
freely communicate with employees of the company. Despite the
transparency of this method, it does not guarantee the confidenti-
ality of information and complicates the process of obtaining of
the required documents, especially if the company has many de-
partments and divisions.

In the second case, the seller prepares a separate room (Data
room), where all the requested documents will be presented. Ap-
plying the second method it is recommended to appoint an em-
ployee of the company for collecting documents and their sys-
tematization.

In the process of Due Diligence the person conducting the study
should communicate as much as possible with employees who
are responsible for this or that area of activity in the acquired
company.

Results of investigation are fixed in the report, containing infor-
mation about company’s activity and potential risks. It should be
noted that strategic management
decisions will be made on the basis
of this report, so it should be
treated with due care and objectiv-

1ty.
LAW FIRM

GLIMSTEDT

MINSK VILNIUS

Negotiations.
Representations and warranties.

The strategy of negotiations of both parties depends entirely on
the results of Due Diligence. If the analysis of the acquired com-
pany indicates that the seller may have some risks, the buyer tries
to reduce cost and increase the warranties provided by the seller.
Such warranties as a rule are fixed in a separate agreement and
considered as an integral part of the principal contract. Therefore,
in the process of negotiating the main task of the buyer is to ob-
tain as many guarantees from the seller as possible, while the
buyer is interested in avoiding any warranties.

Instead of conclusion

Conducting of Due Diligence is a key step in acquiring a con-
struction company. Due Diligence can identify all possible risks,
minimize losses and avoid further litigation.

In the process of Due Diligence is important to investigate not
only the legal issues, but also to obtain information on observa-
tion of all technical requirements. It is reasonable to involve a
technical specialist or expert in the sphere of construction.

Sellers should not be afraid of Due Diligence procedure, and
provide all the assistance and support to the research in the com-
pany. Informing about the problems and difficulties of the ac-
quired company rather convince the buyer to the seller's honesty
and transparency of the transaction. Settlement of the existing
problems in the company is compensated by the warranties of-

fered by the seller to the buyer.
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The Glimstedt Law Firm has been providing legal service in Belarus since De-
cember 2008. We represent one of the leading law firms in Sweden and the Baltic
States. Glimstedt is famous for an outstanding quality service in many fields of
the economic law, including the corporate, banking, trade law, regulation of the
FEA field, regulation of the power-generating sector, privatization, and mergers
and acquisitions.

We provide a comprehensive range of legal backing services in the field of busi-
ness law. We advise our Belarusian and foreign customers — from multinational
corporations to private individuals — on various issues of commercial law.

In our work we rely upon our own professional knowledge and skills and wide
practical experience of our foreign partners who regularly act as legal advisors in
the major commercial transactions across the Baltic countries and Europe. Our
strength is both experienced foreign partners and well-trained, ambitious, and
professional personnel. Most of our employees possess both legal education and
professional qualification in the fields of economics and management. A number
of employees have received or are receiving the speciality training in the Western

educational institutions.

Company & Commercial law
Banking and finance

M&A

Taxation

Competition law

Privatisation

Insolvency and business restructuring
e Intellectual property

e  Insurance

Corporate News

Events

On the June 27" the lawyer of the Law
Firm «Glimstedt» Ltd. Nikita Tolkanitsa
participated in the 2™ session of the Syr-
ian Belarusian Business Council held by
Belarusian Chamber of Commerce and
Industry of the Republic of Belarus. The
lawyers of the Law Firm «Glimstedt» Ltd.
took part in the 3™ section of the Business
1 Aupdl ivhare; they giestions on invest-
ments in the industry of the Republic of
Belarus, regulation of trade and intermedi-
ary relations between economic subjects
of the countries as well as export crediting
were discussed.
¢ E 7
The lawyer of Law Firm «Glimstedt» Ltd.
Yuliya Drozhja took part in the seminar
"Certification in Construction", organ-
ized by LLC “YurSpektr”. At the seminar
the issues of obligatory certification, the
procedure of obtaining of authorized docu-
ments, requirements to construction com-
panies and liability of its breach were dis-
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e  Telecommunications and Information
technology law

e  Advertising and media

e  Litigation, arbitration, dispute resolu-
tion

e  Real estate and construction

e International trade

e  Transportation law

e  Labour law

On July 8, 2010 the lawyer of Law Firm
«Glimstedt» Ltd. Olga Ryabychina visited
the legal forum "Leasing and credit in
modern conditions”. The Forum was de-
voted to discussion of new rules of leasing
activity.
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Clients

Investment project carrying on by Lithua-
nian group of companies Zabolis Partners
was successfully finished by opening hyper-
market OMA with the total area of 8,600
sq.m. The cost of investment project is more
than 12 million dollars.

OMA's strategic investors are the Finnish
Kesko Corporation and its Lithuanian part-
ner Senukai. Management of the process of
construction and investment activities was
carried out by Glimstedt’s client - Lithua-
nian group of companies Zabolis Partners.

Hypermarket OMA is oriented to building
materials and is the first dedicated trading
platform of the European level in Belarus.
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