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In Brief

Searching for the investor

The Government of the Republic of Belarus
has announced a competition to find an
investor who will develop a monitoring
center in the gambling business.
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Privatization

July 21, 2010, a second auction of selling
the republican enterprise "Mogilevenergo"
as a property (plant fiber boards) will be
held in Minsk.
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Auctions

July 13, 2010, an auction for the right to
build a multifunctional hypermarket in
Minsk as well as the right to build a hotel
complex in Minsk district will be held. .

“m M oy

GGG
Public procurement

The opportunity for participation of private
ownership in public procurement expands.
At least 10% of the total orders for state
needs will be set aside for small and me-
dium-sized enterprises.

Business News

The first "Guild of Brewers" in Belarus has
been created. It is composed of leading
Belarusian breweries JSC “Krynica”, JSC
“Brewery Olivaria”, JSC “Lida beer ", JSC
"Brest beer ", as well as the company Hei-
neken in Belarus.
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Amendments and additions to the Land
Code of the Republic of Belarus provide
legal entities an opportunity to obtain plots
of land for temporary use for up to 20 years
for mining.

Liberalization of economy is continuing. In
Belarus the list of activities requiring li-
censes shall reduce from 53 to 38.
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Nearly 5 million Euros was invested in the
Grodno tobacco factory “Neman” by British
investment company Tobacco International
Enterprise (TIEL) in order to compensate
expenses of acquisition of a single in Bela-
rus production line of cigarettes Super
Slims. .
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Purchase of an oil-trunk pipeline in Belarus has become easier

New amendments to the legislation concerning the privatiza-
tion of state property were adopted in the Republic of Bela-
rus. According to the new rules, the oil-trunk pipelines and
extraction of potassium fertilizers are not under the exclusive
right of the state.

prises and the redemption of leased state property by leaseholders
were excluded from the list of methods of privatization.

In addition, it becomes possible to sell privatization objects if an
auction declared to be void by the fact that the application has
been filled by the only applicant.

Sales of shares created in the process of reorganization of
state unitary enterprises to employees of state-owned enter-
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New Amendments to the Company Law

It is planned to adopt several amendments to the Company
law of the Republic of Belarus.

Particularly, additional requirements to the procedure of call-
ing and holding of the general meeting are established. The
list of property rights that can be contributed to statuary fund
is expanded. The list of persons that can participate in the
general meeting, the requirements to the procedure of calling
and holding of the general meeting, the procedure of the re-
turning board establishment, the rights of members of super-

New rules of leasing activity

New Regulation on leasing was adopted by the Government
of the Republic of Belarus. The Regulation on leasing re-
places the previously existing laws and regulations. New
rules regulate leasing activity in details, particularly specify
such types of contracts, as a leaseback, releasing and subleas-
ing contracts.

The list of essential terms of the lease agreement was re-
duced. The Regulation demands to specify the party carrying
out the selection of the leased asset and the seller. Subse-
quently the party that chooses the seller bears the risk of
breach of the contract of sale-purchase of the leased asset.

visory board and the rights of executive board, the list of audit-
ing committee are specified.

The conception of the “big transaction” is also specified by the
mean of exception of the definition of the “related transaction”.
The principal activity transactions are not considered as “big
transactions”. The list of persons who have the right to claim
against the illegal “big transaction” is also specified.

The list of the amounts included in the lease payments expanded
significantly. By the agreement of the parties to the contract a
fee (revenue) of the lessor may be defined as a sum of money or
interest rate.

The Regulation enters into force from 1 July 2010 and does not
apply to leasing contracts concluded earlier.

Investment activity

In accordance with Decision Ne 832, adopted by the Council of Ministers on June 1,
2010, three legal entities will represent the interest of the Republic of Belarus on
attracting investments. They are: closed corporation “Investment Company “Uniter”,
private audit firm "KPMG" and JSC "Ernst & Young". These companies will repre-
sent the interest of the Republic of Belarus till December 31, 2010.

ADVOKATFIRMAN

GLIMSTEDT s

VILNIUS

RIGA TALLINN STOCKHOLM

Disclaimer. This legislation review is presented for general information purposes only and
does not constitute, nor is intended to be, legal advice.



JUNE 2010

ANALITICS

PAGE 3

Adaptation of foreign contractors to domestic requirements of construction legislation

Darya Zhuk,

lawyer, partner
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Nowadays not only foreign investors and clients who
are willing to finance different projects but also for-
eign contractors involved in construction of turnkey
are interested in Belarusian construction business.

There are several strategies to enter the construction
business which may be implemented in the frame-
work of cooperation or integration.

Cooperation assumes a rather close collaboration of
foreign contractor with local contractors during the
realization of certain construction project and is pro-
vided by general contractor's agreement and sub-
contract agreement. Under this scheme the construc-
tion is actually made by local contractor who has
contractor’s license while a foreign construction
company which has won a tender for construction in
Belarus as a general contractor only controls the
process.

The advantage of this strategy is that foreign general
contractor doesn’t need significant investment and
full adaptation to the local market, while allowing
him to achieve some brand recognition and profit. .

At the same time the foreign general contractor runs
certain risks as he is responsible before the client for
non-fulfillment or improper fulfillment of obliga-
tions by contractor and before the subcontractor — for
non-fulfillment or improper fulfillment obligations
by the client according to the contractor's agreement.
It is possible to minimize such risks in the contracts
through interconnected procedure of settlements
between parties (receipt of payment from the client
to the general contractor and from him to subcon-
tractors), advance accounts system, intermediate
terms of handing-over of the works and so on.

Integration means direct transaction of construction
business by foreign company in Belarus while its
affiliated person (representative office, branch and
subsidiary) becomes the resident of the country.
Integration is possible in the form of joint business
with his Belarusian partner, either in the form of a
sole proprietorship of construction business, when
the foreign contractor completely controls a created
structure.

These schemes can be realized through (i) purchas-

ing of shares or stocks in the authorized capital of

the existing Belarusian company (having a construc-

tion license as a rule) or (ii) establishing of a new

joint company with Belarusian partner with a further
acquisition of a license; (iii) by the way of
opening a representative office of foreign
company in Belarus with a further acquisi-
tion of a license or (iv) through purchasing
a finished construction business.

It should be mentioned that the purchase of
finished business or shares (stocks) in oper-
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ating construction company always is more risky
strategy than the establishment of a company from
scratch. Thus, often after a change of ownership of
the company it becomes clear that it has off-balance
-sheet obligations that didn’t exist in the time of
acquisition. The construction business itself is very
specific and risky which is stipulated, first of all, by
continuing contractor’s warranty obligations that
exist even after putting into operation (removal of
latent faults, etc.). Therefore numerous customers
can potentially assert claims for quality to a con-
struction company, actively working on the market.
Nevertheless, the risk of existence of latent obliga-
tions may be minimized before the purchasing of
the company by conducting a thorough due dili-
gence of all its obligations and financial condition.

In any form of integration it is necessary to adapt
foreign contractor to the Belarusian legislation,
primarily in the licensing of construction activ-
ity, and labour migration.

The first stage of adaptation is a compliance with
corporate formalities associated with the change of
the participants, as well as administrative proce-
dures of changing the legal address, state registra-
tion of amendments to the constituent documents of
the acquired company, and changes in the construc-
tion license.

The second and the most important step is rein-
forcement of construction company by necessary
qualified specialists in accordance with the require-
ments of construction laws. At the same time em-
ploying a staff of foreign labor is a licensed activ-
ity, and the implementation of which requires a
special permit issued by the Ministry of Internal
Affairs of the Republic of Belarus to the Belarusian
employer, planning to employ foreign employees.
Then for employment of each foreign employee it
is necessary to obtain a special permit to carry out
labour activity in the Republic of Belarus. How-
ever, the essential condition of a compliance with
licensing requirements is a confirmation of qualifi-
cation of foreign specialists, in particular, their
retraining in Belarus in accordance with local re-
quirements.

The next step for attracting foreign employees is
the receipt of the temporary residence permit in the
Republic of Belarus which is issued on the base of
the special permit to carry out labour activity.

The following step of adaptation is connected with
such license requirement in construction activity as
certain material resources (construction equipment,
instruments) on the balance of a construction com-
pany. In the case of import of productive assets
from abroad it is important to observe customs
formalities.
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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.
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e M&A e Advertising and media

e Taxation e  Litigation, arbitration, dispute resolu-
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Privatisation e  Real estate and construction
e  International trade
e  Transportation law

e  Labour law

Insolvency and business restructuring
e Intellectual property

e  Insurance

Corporate News

America and Asia. The Forum is aimed not
only to acquaint lawyers from different coun-
tries and continents, but also to share experi-
ences in the areas of management, marketing,
new technologies, etc.

Events

From 9 to June 10 Lawyer of Law Firm
Glimstedt took part in the XIV Polish-
Belarusian economic forum
"Neighbourhood-2010" organized by the
Belarusian Chamber of Commerce . B GG
Law Firm Glimstedt take an active part in the Cli

. . . . . ients
section “Polish-Belarusian collaboration in
investment and cooperation in the light of Investment project of the Lithuanian company
“Vakaru medienos grupe” (VMG), carrying
on by the law firm Glimstedt was successfully
launched.

insurance, privatization, professional experi-
ence)”, where issues of minimizing invest-
ment risks, export insurance, the prospects of
privatization in the Republic of Belarus were
discussed .

In Belarusian city Mogilev VMG will be
build the factory complex, which will produce
P, plywood and other products of wood chips.
N The total cost of the investment project is
64.3 million Euros (222 million litas). VMG
carries out this project in collaboration with
IKEA, which provides financial support.
IKEA will also be the main buyer of the prod-
ucts.

The Partners of Law Firm Glimstedt Vitaly
Kachelya and Darya Zhuk attended The an-
nual CIS Local Counsel Forum. The fifth
CIS Local Counsel Forum is becoming
more popular not only among law firms in the
CIS, but also among colleagues from Europe, -
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