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PREAMBLE

Numerous supporters of a liberal approach to ecanoshiorm issues view
land exclusively as real estate. Respectively &ir thpinion the legal regulation of
land shares transfer shall be carried out primatiiyough civil legislation
regulations. Thereby politicians and economists wake this line often mention
that Russia has a vast territory which is not imgdlin civil turmoil. They say that

there is plenty of land to go around.

On the basis of similar arguments such hot hega®aeh the State Duma
for dragging their heels and using far too manytrigs/e provisions and

prohibitions in issues of land relations regulation

In actual fact, if we accept this point of viatecomes difficult to explain
why, with a land fund area in Russia equalling @,#tlllion hectares (13% of the
world’s available dry land) the State Duma has bd&mating for 9 years to adopt
the Land Code and for another 3 years to adopFéueral Law «On Turnover of

Agricultural Lands”.

However, | believe that this problem should be gimeuch deeper thought.
The land is a spatial basis of all types of soadivity, a means of production in
agriculture and forestry, a natural source of nahegsources and raw materials, a
unique fossil landscape, and since private propedyg introduced, it has also
become the subject of real estate. In is notakd¢ ith the Constitution of the
Russian Federation it is fixed that land and othegural resources are used and
protected in the Russian Federation as a living laasl activity for peoples living

on a particular territory.

Statistical data testify to the fact that the ratigpopulation growth rate and
limitations of land resources bring the issue adcupply from a status of a long

term program into the range of most urgent tasks.



Population. In 1900 the population of the planet was 1.6 dnllpeople, by
1930 it has risen to 2 billion, rising to 3 billi@round 30 years later, four billion
17 years later, five billion 13 years later, andsilion 10 years later (by the year
2000). Over the last 100 years, the populationi@asased from 1.6 billion people
to 6 billion, which is almost a fourfold increassd continues growing at the same

pace.

Each person requires 0.30-0.50 hectares of laqfaduce food and 0.07-

0.09 hectares for housing, roads, recreation, etc.

Land resources The surface area of the world equals 13.4 bntahes
(26% of the planet surface). Farmland where foogrmsduced covers 4.8 bn.
hectares, of which arable lands covers only 1.4hattares. Over the last 100
years people have managed to increase farmlandbgrég0 million hectares
which is only 15%. Reserve areas which can be dpeel in addition account for
only 450 million hectares. However, developmenprisblematic due to climate,
relief or lack of water. For instance, it takestifs of water to produce 1 ton of

wheat.

Food. Animal products growth during recent years has sthwecause the
existing number of livestock now equals producpwat pastures in the majority of

areas.

The world’s oceans provide today around 6% of pmotk is impossible to
dramatically increase fishing yields. According B8O (Food and Agricultural
Organization) data, 11 of 15 world fishing zonewéhdeen practically fully
developed, stocks of 70% of fish species have dsert and many of them are

already critically endangered.

A dramatic increase in arable land is not expeatethe future, therefore
crop production volumes are not going to increasench. Average grain yields
for the past 100 years have grown from 1 to 3 fmershectare owing to selection,

irrigation and fertilizer application.



The top vyielding varieties (7-8 t/ha) convert intgrain 50% of
photosynthesis products at the latitude of KubaRussia. The remaining potential
Is insignificant — scientists believe that the w@ipsolute upper limit is 62% of
photosynthesis products, but even test shares halveven managed to reach
58%. Around 70% of consumed water on the planseduor irrigation. It poses a
problem to increase irrigated areas, because ofwhter deficit, and water

requirements for industry and municipal economy kalve to be cut back.

Fertilizer application in advanced countries is notreasing because
applying large volumes thereof has practically ffeat any longer in increasing

yields but instead contaminates and poisons the soi

Arable lands in Russia total 129 million hecta@s9.5% of world reserves
with a population totalling 142 million people. Foomparison, in neighbouring
Europe (including Ukraine and Belarus) there aré dillion hectares of arable

lands with a population totalling 580 million peepl

It can be concluded that every year the significare of arable land will
become stronger. Russia’s land resources will be l&ble already within the
next 8-10 years and much will depend on who will omthis land by that time.

It is clear that demand for arable land will increase.

Therefore, it is important that legislation indtarea should be focused on
one thing - preservation of these lands, incre&sleenr fertility. Shifting from the
targeted use of each arable hectare should be dolyeon the condition that

adequate land shares in size will be developeddacultural production.

While adopting the Federal Law «On Turnover of Agliural Lands” the
deputies weighed up all these factors and orgarazedie discussion on the issue
of the transfer of such lands. This problem hasbvegiewed twice (in December
2001 and April 2002) at parliamentary hearingshat $tate Duma, at the meeting
of the State Council of the President of the RusBiederation (April 2002), and at
the conference of the Federation Council (June 2002



Finally, to prepare agreed amendments to the versiothe draft law
adopted in the first reading a joint trilateral Wiog group of 42 people comprised
of the State Duma deputies (proportional to the lmemof factions and deputy
groups), members of the Federation Council andesgmtatives of the Russian
Federation government was established. Authordhisf commentary were also

members of the said group.

It should be mentioned that establishing such &ingrgroup was initiated
by the State Duma, moreover this has been an usgeated event for the Duma.
This working group has prepared a (compromised®eytext of the draft law for
the second reading and submitted it to the StatmeDGommittee on Agriculture
which was the Committee responsible for preparatibthis draft law, reasoning
of suggested decisions on accepted or rejected damearis received from

legislative entities related to this draft law.

The draft of the Federal Law on the initiative bé tState Duma Committee
on Agriculture before its first reading (March 200G&hd after its adoption in the
first reading (May 2002) was published iRossiyskaya Gazeta (Russian
Newspaper) to gather the opinions of the populatiothe Russian Federation. For
the first time ever in practice of the State Dumdraft law was published in this

respect.

Thus, while adopting this draft law the State Dudeauties kept in mind the
recommendations of people at large, scientistserxprepresentatives of the
Russian Federation legislative and executive agenai state authority and local

government administrations.

Moreover, the law was not drawn up from scratchvds necessary to take
into account the experience of land transformatwhgh has been under way in

Russia.

The first attempt to allocate land to farmers was fland reform of 1861
which abolished the law of serfdom and gave a fatme opportunity to buy out



land shares on a consignment basis. In the codrt@soreform around 20% of

land was transferred to farmers.

The purpose of the land reform designed by Mr. Btalypin (1906) was to
do away with communal land tenure and the estabksth of market relations in

rural areas. By 1915 around 7 million families afrhers privately owned land.

In 1917 land was nationalized and in the courseatibctivisation it was

transferred for permanent tenure of establishd@aole and State Farms.

Land reform, started in 1991, has been implementeth line with the
Decree of the President of the Russian Federatiorf 27.12.1991 No. 323 "On
Urgent Measures on Implementing Land Reform in RSFR", Resolutions of
the Government of the Russian Federation of 29.12091 No. 86 "On
Procedure to Restructure Collective and Soviet Farsi' and of 04.09.1992
No. 708 "On Procedure to Privatise and RestructureEnterprises of Agro-
Industrial Complex" where collective and State farns were allocated a duty
to execute restructuring in 1992 and bring its stats in line with the Law of
RSFSR "On Enterprises and Entrepreneurship”.

According to the abovementioned legal adt$armlands were withdrawn
from collective and state farms and as legal entds the latter had only non-

farm lands which were not subject to privatisation.

Presently, taking into account the experience efléist 15 years, it is to be
noted that the concept of Russian land reform isthe best solution for such

transformation.

A similar model of reforms was applied in east Gamgnbut the organizers
of reforms in our agriculture left out a numberasiicial provisions whereas in
German legislation the key provisions required tlla¢ government itself
implement land reform and determine the proceduacketarms for land relations
registration. Moreover, if an agricultural produéaitls to meet such requirements,
he/she forfeited any financial support from theestd herefore, land became the

key capital and wealth of the farmers and landos/meeast Germany.



In line with the Russian concept, farmland wasd#wda into provisional land
shares without delimitation on the land to be transferred to comma
ownership of citizens.The right to receive and own a land share was gdatt
workers of agricultural organizations, pensiondrgthese organizations, as well as
those working within medical, cultural and commugalvices, communications,
commerce, food, educational organizations locatedtlte territory of these
agricultural organizations. Pensioners who usealdxk for social organizations in

rural communities were not granted the right taradlshare.

As a result, farmland became the common ownership of citizens, each of

which received a Land Title.

The property of collective and State farms was alsalivided into
property sharesof citizens depending on the work contribution atle particular

citizen and was no longer the property of a legétye

Thus, newly created agricultural corporations, mpenthips and cooperatives
had to resolve the issue of using farmland and gtgmf ex-collective and State
farms on voluntary and contractual relations wité titizens who owned the land

shares and property shares.

The adopted law allowed privatisation of farmlandad aransfer thereof

however with a number of limitation§he following was enacted:
1) list of land plots not for privatisation;
2) ban on foreigners owning land plots (only lealawed);

3) ban on changing targeted use of farmland withlogitagreement of state
authorities of the Russian Federation;

4) prerogative right to acquire a land plot fortstauthorities of the Russian

Federation;

5) prerogative right to acquire land plot by thertiggpant of common

ownership, agricultural enterprise or farmer;

6) cases of free or privileged state land privabsa



7) size limits for land plots owned by one person;
8) minimum and maximum terms of lease;

9) details of land transactions (with or withoutrmpession of the state

authorities);
10) reasons and procedure to withdraw idle land;
11) Procedure to allocate a land plot against @ sare.

The practice of this Federal Law (came into force 201.2003 - six
months after its official publication) proved that it requires a number of
changes and amendmentslo present, deputies have developed and adopted six
draft laws to introduce such amendments. Howewuelging from letters presently
coming to the State Duma, the law still requiresimber of amendments focused
on simplification and cheapening of registration lahd shares similar to the
simplification of legalization of rights of citizerfor household plots, garden plots,

vegetable garden plots, and suburban land plots.

Problems related to the procedure of privatisabbriarmlands which are
granted to agricultural organizations (scientiffroguction complexes and research
production farms) which have the status of fedstate unitary enterprises on
terms of permanent (indefinite) use so far remairesolved. In our opinion, in

such cases a simplified procedure for land shaaesfer could also be used.

Application of state regulation mechanisms stipedaby the Federal Law
"On Turnover of Agricultural Lands” will provide foarrangements of adequate
conditions to reform land relations in the agrotsulial sector, introduce the
transfer of agricultural land plots and shares whare owned on common
ownership basis into a legitimate framework. Thesl€&ral Law is also a key factor
ensuring the efficient use and protection of famdland attraction of investment

into Russia’s agricultural sector.

Mr. G.V. Kulik ,

Chairman of the State Duma Committee on Agricultue



Introduction. Legal Regulation of Farmlands Turnover

in the Russian Federation.

The most debated issue on implementing land refsriine establishment of a procedure
for the privatisation and transfer of farmlands;duese these lands are traditionally viewed as the

most valuable category of land.

The Land Code of the Russian Federation adoptéidea¢nd of 2001 does not regulate
the procedure for granting, use and dispositiofaohlands but rather refers to the Federal Law
«On Turnover of Agricultural Lands” (paragraph @tiéle 27, paragraph 5, Article 79, Article
81 and 82).

The President of the Russian Federation, the $tafea and Federation Council of the
Federal Assembly of the Russian Federation andGbernment of the Russian Federation
made this compromise to resolve the deadlock siuathich arose in relation to the adoption of
the Land Code of the Russian Federation becausglof year long debates and disputes on the
issue of sale and purchase of farmlands where ¢oesidn was made to resume those when

adopting the Law «On Turnover of Agricultural Lahds

The idea of adopting land legislation through safgafederal laws on particular subjects
of legal regulation proved to be the right one. Hegleral Laws “On State Land Cadastre” of
02.01.200Q\e 28-FZ, "On Land Tenure” of 18.06.200& 78-FZ, “On Distinction of State Land
Property” of 17.07.200Ne 101-FZ, “On Transfer of Agricultural Lands” of 24.2002Ne 101-
FZ, “On Farm Household” of 11.06.20Q%74-FZ, "On Personal Subsidiary Farming” of
07.07.2003\e 112-FZ, "On Transfer of Lands From One Categoty lanother” of 21.12.2004
Ne 172-FZ have already been adopted and enforceaviy |

Farmlands are lands outside the boundaries of amdlurban settlements granted for
agricultural requirements and intended for suclppses (Article 77 of the Land Code of the

Russian Federation).

Agricultural lands are divided inttarmland (tillage, hay-meadow, layland, vineyards,
etc. for example perennial fruit trees) and famland (inter-farm roads, tree belt areas, rural
forests and shrub vegetation which are not pafor@stry lands, closed water reservoirs which
are not part of water reserves, land under buikjingpnstructions and structures used for
production, storage and primary processing of afitical products as well as barren lands like

ravines, sands, salt marshes, swamps, etc.).



Before land reform and restructuring of ex-colleetiand State farms the division of
agricultural land for farmland and non-farmland haal legal implications becaussl these
lands were under authority of agricultural organizations on the basis of one single right -

the right to permanent (indefinite) use and were site owned.

The legal status of farmland and non-farmland ckedrdramatically in the course of the

implementation of land reform.

Pursuant to the Decree of the President of thei&u$%®deration of 27.12.19% 323

"On Urgent Measures on Implementing Land Reform RBFSR", Resolutions of the
Government of the Russian Federation of 29.12.18986 "On Procedure to Restructure
Collective and Soviet Farms" and of 04.09.1982708 "On Procedure to Privatise and
Restructure Enterprises of Agro-Industrial Complgsince the said Federal Law became
effective the Decree of the President of the RusBideration of 25.02.200% 250 and the
Resolution of the Government of the Russian Fereratf 30.12.2002\e 912 were invalidated
respectively) collective and State farms were alled a duty to carry out restructuring and bring
their status in line with the Law of RSFSR "On Epteses and Entrepreneurship™ in 1992.

Restructuring collective and State farms was exetatong with implementation of the
Resolution of the Presidium of the Supreme SoVi®@SFSR and the Cabinet of Ministers of the
RSFSR of 15.03.1991 "On Supplementary Measurestel@rate Land Reform Implementation
in RSFSR". Pursuant to this resolutibmas permitted to withdraw from collective and Shate
farms without their consent all non-used lands as @ll as up to 10% of used farmland area.
Withdrawn lands were registered as a land reallmecdtind of which the local authorities later
on allocated land shares for citizens to estabfisasant (owner operated) farms, personal
subsidiary share, orchards, vegetable gardenswasidck production.

Thus, collective and state farms "lost" up to 10Rheir farmlands.

The remaining 90% of farmland which they still owingere divided into notional land
shares without identification of the boundary whiere land was transferred for citizens to own.
The right to receive and own a land share was graatl to workers of agricultural
organization, pensioners of this organization, afl as those working in medical, cultural and
communal services, communications, commerce, fand,educational organizations located on
the territory of these agricultural organizatiori®ensioners who used to work for social

organisation in rural communities were not graritedright to a land share.

Thus,all farmlands were withdrawn from collective and Sate farms and remained

as legal entities were non-farmlandsvhich were not subject for privatisation at thatéi



The new agricultural companies, partnerships ampe@tives established on the basis

of ex-collective and state farms were gramed-farmlands for permanent (indefinite) use.

Farmlands thus became the property of citizens as commoneoship where each

citizen was granted a Land title.

The property of collective and state farms was alsdivided into property shares of
citizens depending on the work contribution of eaelnticular citizen and was no longer the
property of a legal entity.

Thus, newly established agricultural corporatiguestnerships and cooperatives had to
resolve the issue of using farmland and propertgxatollective and state farms on voluntary

contractual relations with the citizens who ownleel land shares and property shares.

The problem of farmland transfer is not purely Rarsslt exists abroad as well where

various solutions are sought.

Humans have created 14 types of limitations for fanlands turnover, which are
used in certain countries in this combination or agy other. The law may or may not

establish the following:
1) List of lands forbidden for privatisation, trdu@ with limitations, or fully tradable;

2) Qualification requirements (experience in adtime or agricultural education) for

buyers of land;
3) Limitations or ban on foreigners owning landade only);
4) Ban on changing the designated purpose of lasitisut the agreement of authorities;

5) List of people having prerogative right purchdaad (lessees, neighbours, rural

population, authorities, etc.);
6) Minimum sales price;
7) Cases of free or privileged privatisation otstawned lands;
8) Maximum sizes of land shares owned by one person
9) Maximum sizes of leased lands;
10) Minimum and maximum lease terms;
11) Permission or ban on subleasing of lands;
12) Peculiarities of land transactions (with orhert the permission of authorities);

13) Grounds and procedure for the withdrawal ofs@auands;



14) Terms for land resale moratorium.

In the Federal Law "On Turnover of Agricultural Lan ds” which was adopted, there
are eight limitations (which can be found under nurbers 1, 3, 4, 5, 7, 8, 10, and 13).

The practice of the said Federal Law (came in fanee27.01.2003, six months after its
official publishing) showed that there are a numifermendments required for this law. To date

six amendments have already made.

The final version of the Federal Law "On Turnover d Agricultural Lands” concept

today represents the following.

l. Privatisation of land owned by state or municiphagencies

Paragraph 4, Article 1 sets forth a ban on theapigation of lands which represent deer
pastures in the Far North and distant pasturesieTiseno ban placed on the privatisation of any

other land.

Amendments from a number of constituent entitieghef Russian Federation and the
State Duma deputies on placing the ban on the tmateon of lands which represent interfarm
roads, water reservoirs, woodland belts, melioratibjects and melioration systems, scientific
research and educational institutions, pedigreeeditel seed farms, used for recycling of waste
water and other waste from livestock complexes|tpotarms, as well as lands for greenhouses,
animal farms, state horse pedigree farms, and siegialised agricultural organizations, were

rejected in the second reading of the said draft la

At the same time, the constituent entities of thie$an Federation were granted the right
to set a date through their laws from which ontdratory of each particular constituent entity of
the Russian Federation such privatisation of thevammentioned farmlands will be allowed.
However, if they fail to determine such a date tipginsuant to subparagraph 1, paragraph 1,

Article 19" privatisation of such land will become possibldrasn January 1, 2004.

Il. Qualifying requirements for buyers of farmlands

The requirement that farmland shares can be takssegsion of and leased only by

citizens who have experience in agricultural pramcor professional agricultural expertise as



well as legal entities by statutory documents oicfit is stipulated that agricultural production

Is their core business was rejected in the seceadimg of this Federal law.

Thus it is permitted to purchase farmlands to ahgem or legal entity.

lll. Foreigners’ rights to land

The issue of rights of foreign citizens, statelpsssons and foreign legal entities to

agricultural land became the subject of heatedraggi and debate.

As a result the Federal Law in Article 2 (paragrahand Article 3 established that
foreign citizens, foreign legal entities, statelpgssons as well as Russian legal entities in the
statutory (share) capital of which the share oéifgm citizens, foreign legal entities, and stateles
persons accounting for more than 50% may possesdafad plotsexclusively on lease terms.
The ban which has been valid for 2.5 years forifprers to take possession of land shares was
lifted according to the amendment (Federal Law &0Z.2005Ne 87-FZ). It is important that
such land plots remain as participatory share osimerand at least one land share thereof
remains the property of a Russian citizen. The amiag of the legislators behind such an

amendment was the necessity to attract foreigrsinvents in agriculture.

IV. Prerogative right to purchase farmlands

After discussing various options for lists of peophving a prerogative right to purchase
a land share, the State Duma deputies agreedubatmerogative right of purchase of a land
share for sale shall only be granted to a constitaatity of the Russian Federation or in cases

determined by law of a constituent entity of thes®lan Federation, to a municipal entity.

If such entities of public authority refuse to puase a land share, then the seller may sell

it to a third party (Article 8 of the Federal Law).

The prerogative right to purchase a land sharestde belongs to other tenants in
common ownership, and after their refusal to aegsuch a land share — to a constituent entity
of the Russian Federation or in cases determineldveyof a constituent entity of the Russian

Federation, to a municipal entity (Article 12 oétRederal Law).



If the latter refuses to acquire this land shamenta tenant in common ownership may

sell it to any other person.

However, this conceptual provision has existed foonly 2.5 years The amendment
(Federal Law of 18.07.20Q% 87-FZ) granted prerogative right to purchase d Emare to other
tenants in common ownership, an agricultural oration and owner-operated farm, if the latter
use this land share. It is prohibited to sell allahare to other persons without allocation of such
land. The sale of the allocated share will be magt¥er land plot sales regulations.

V. Preservation of the land plot end use

Pursuant to paragraph 1 of Article 6 of the Fedeeal, the owners of land plots, land
users, land owners, and lessees of land plotskdiged to use them in accordance with the end
use of this land category and the authorized usedfi in a manner which should not result in
degradation, pollution or littering of land, nor e@ntamination, damage or destruction of the
fertile soil layer.

Infringement of these requirements gives groundsaf@ompulsory termination of the

rights to the land.

No farmland turnover is allowed unless the end akdhe land plot is preserved
(paragraph 3 of Article 1 of the Federal Law).

VI. Limitation on the overall dimensions of land plts owned by a person

Article 4 of the Federal Law limits the minimum am@ximum dimensions of land plots

which can be owned by a person.

The minimum dimensionsof land shares for citizens and legal entitiesestablished
by the laws of the constituent entities of the Rarsgederation. Allocation of a land plot against
a land share the area of which is less than theblestted minimum size is not allowed. No
transactions with land shares is allowed, for eXatip the case of selling a part of a land plot,
where such transactions result in the appearanocewfland plots the dimensions of which are

less than the established minimum dimensions fat fdots.



However theseequirements for the minimum dimensions of land shres should not
include cases where a land plas allocatedagainst a land share (shares) for keeping a pdrsona
subsidiary share or farming, if their primary atyivis gardening, vegetable growing,
floriculture, wine growing, seed-growing, poultrarining, beekeeping, fishery or any other
activity with a view to manufacture of agricultugaoduction under the procedure allowing use
of land shares, the dimensions of which are lkans the established minimum dimensions, as
well as in cases of withdrawal (repayment) of Ighats for the State or municipal requirements

and subsequent changing of their end use for amigin of constituent entities.

The maximum dimensionsof the total area of land plots situated in theittey of a
metropolitan region of a constituent entity of Ressian Federation and may be simultaneously
owned by a citizen and (or) a legal entity are ldsthed by the law of the constituent entity of

the Russian Federation.

Thereby the Federal Law set forth that this maximsize may be established by a
constituent entity of the Russian Federation frdintd. 100 percent of the total area of farmland

within a metropolitan region (not less than 10 patcas set down in the Federal Law).
Any over-norm hectares should be alienated withyeax (Article 5 of the Federal Law).

It should be noted thahe maximum dimensions of the total area of land Ipts for
legal entities were established by an amendment 2.5 years |atste(al Law No. 87-FZ of
07.18.2005).

VII. Lease of land plots

During consideration of the bill in the second iegda new Article 9 “Lease of

agricultural land plots” was added.

The legislator established in that Article thatskelaold term cannot exceed a period of
forty nine years, the minimum leasehold term islgisthed by the law of a constituent entity of
the Russian Federation, the area of land rentellbgsee is not limited, the lessee can redeem a
rented share in its ownership, the leasehold ahd plot in common ownership with plurality of

persons from lessor is allowed, as well as othesdbold peculiarities.

IX. Granting of land in the State or public ownershp to citizens and legal entities



The order of such granting of land is establisimedrticle 10 of the Federal Law.

Granting State or public land plots to citizens &mghl entities in their ownership and
lease thereof is allowed only at tenders (auctions)

The leasehold of land is allowed even with one iappbn, under condition of
preliminary and timely publication in mass mediaasf announcement concerning the land
shares offered for leasehold.

For several categories of legal entities (religimuganizations, Cossack communities,
communities of aboriginal small populations of therth, Siberia and the Far East, etc.) listed in
paragraph 5 of Article 10, land is transferred ilgasehold without any tenders (auctions), but

without the right of the subsequent retirementhefitented land in their ownership.

These legal entities can purchase land sharesein ¢hvnership in accordance with

general practice at tenders (auctions).

At the same time the Federal Law (paragraph 4 diclar 10) vested the constituent
entities of the Russian Federation with the righestablish through their own laws cases of free
granting farmland to citizens on the right of conmmawnership (land shares) from the land of
non-reorganized agricultural organizations and Isimakres from the fund of land reallocation, as
well as religious organizations to be freely alkechwith the land shares owned by them on the

right to permanent (indefinite) use.

X. Transactions with land shares

The Federal Law (Article 12-18) established thahsactions with land shares should be
carried out pursuant to the rules of the Ctudde of the Russian Federation, but with specifics
determined by this law.

The specifics include, in particular:

1) it is not necessary to notify other participanfsthe common ownership on the
forthcoming sale of a land share;

2) the circle of a land share buyers (other padicis of the common ownership,

agricultural organization and farm, if they usestlaind share) is limited;

3) decisions on the order of possession, use apbskl of the land plot in the common

ownership are made by the general meeting of thecipants of common ownership, instead of



under the agreement of its all participants. Thetéle general meeting is considered competent
where not less than 20 percent of participantsoofirmon ownership are present thereon or the
persons owning more than 50% of the land sharespective of these persons’ number;

4) application procedure of a land plot allotmegaiast a land share;

5) acknowledgement of the validity of the existolmzuments certificating the rights to a

land share;

6) substitution of lease agreements for land sh@resase of their discrepancy to the

legislation) by trust agreements from January 20,72

XI. Application of individual provisions of the Federal Law

The Federal Law refers to the adoption of a nunabdegal rules to the competence of
the constituent entities of the Russian Federafilmtermination of the date to begin farmland
privatisation, establishment of the minimum and mmn dimensions of land plots, vesting
municipalities with individual powers for regulaginhe land turnover, determination of the mass
media where publication of notifications on allaocatof land plots against land shares and on

holding the general meeting of the land shares osvsegorovided for).

Where a constituent entity of the Russian Federatioes not adopt its law ensuring
implementation of the Federal Law, the rules eihbH by Article 19 will be applied in the
territory of such a constituent entity of the RassFederation. This Article defines the listed
provisions which should be regulated in the lawtloé constituent entity of the Russian

Federation.

Xll. Conclusion

The Federal Law as a whole is intended to extenthéomaximum degree the general
rules of the land and civil laws to the farmlan@ asid turnover. The enforcement of this Federal
Law raises the ban on privatisation of farmlandaldshed by Article 8 of the Federal Law “On

Implementation of the Landode of the Russian Federation”.

Application of the State regulation mechanisms staed by the Federal Law «On
Turnover of Agricultural Lands” will allow for thestablishment of high-grade conditions for



reforming of land relations in agriculture, to enieto legitimate frameworks the turnover of
agricultural land plots and shares in the rightdommon ownership thereto. This Federal Law is
also the key factor for ensuring the effective aédarmland and in attracting investment into

Russian agriculture.

However, the application of this Federal Law is retsained for several reasons.

During the land reform upon reorganization in 19984 of the collective and State
farms, 115 million hectares of farmland were trangfd in common ownership to 11.8 million

citizens.

The citizens were given a Certificate on the PriypRight to a Land Share, bfrom the
legal point of view, being considered proprietors oland shares, they did not become the

owners of the land.

Firstly, the borders of the land tracts which the landreshare situated in are not
specifically designated, even on the map, and #éneyot registered in the State cadasttech
renders impossible any transactions with the land hares even their transferral into

leasehold.

Secondly part of the land of the collective and state farfup to 10% farmlands) in
citizens’ common ownership was not transferred, Wwas entered in the fund of area land
reallocation and again without any delimitationtieése land tracts, i.@0 demarcation of the

private lands and the public lands was made

Thirdly, all former lands of the collective and state farhae been used till now,
without any registration and registration of anycdments in registration chambers, by new
agricultural organizations. In some cases agricaltarganizations voluntary pay a rent to the
owners of land shares and even pay the land taxt jt is possible to recognize all these

actions as illegalas land relations have not undergone State raticsir
However such uncertain situation with the legal staus of land shares will be ended.

Firstly, according to Article 392 of the Tax Code of thesBian Federation (which came
into force on January 1, 2006) the owners of ldrates are now obliged to pay the land tax even
if their land shares are not used and not culttzabe this regard it is possible to expect, after
delivery of tax assessment notices to citizens,agsmoluntary refusal of the rights to land
shares, as it is impossible in some cases to fimgyar or a lessee of a land share because of the



lack of demand for agricultural lands, especiatiylistant areas where agricultural organizations

cannot cultivate all available land for economiasens.

Secondly the amendment to paragraph 5 of Article 13 Fdedeaw «On Turnover of
Agricultural Lands” (which came into force on Ju, 2005) vested the authorities of the
constituent entity of the Russian Federation aral rifunicipalities with the right to file an
application with the court for return of the owrfgps of the constituent entity of the Russian
Federation or the municipality of the land shates ewners of which did not dispose thereof
within 3 or more years from the moment of purchakéhe rights to a land share, i.e. did not
bring it in the authorized stock capital of an agltural organization, did not transfer it in asset
management, did not sell or did not offer it to thieo owner of a land share, an agricultural
organization or a farmer, did not allocate it speally for transfer into leasehold or setting up o
a farm or a personal subsidiary share. Only 1.4ianilcitizens have managed to dispose of a
land share in this manner over the last 13 yeaus$,18.4 million land shares are potential lands
for the return to State or public ownership. Cargythis measure out is authorized summarily.
The list of citizens who did not dispose of theandl share is published in the regional
newspaper, and they are offered to exercise tight within 90 days. After such notice it is
permitted to file an application with the court f@cognition of the right of the State or public
ownership to the non-required land shares. No oiieseek out owners of land shares to ask

their opinion.

Thirdly , on January 27, 2007 (less than 1 year remaiesetim set by Article 16 of the
above specified law for bringing the lease congraftland shares which were not registered in
the registration chambers to conform with the pmwns of the Civil Code of the Russian
Federation is to end. For this purpose it is nergst carry out land management works on
delimitation of the land share (the structure ofichhincludes land shares) transferred in
leasehold (the cost of the works being approxingal®D roubles per 1 hectare), to register it in
the cadastre, for each citizen to obtain in thasteggion chamber a new Certificate of the
property right on land share (the State duty i®@d roubles per share), to conclude the lease
contract and to register it in the registration robar (the State duty is of 7,500 roubles per
contract). If it is not done, by virtue of the lathe head of the agricultural organization has the
right to publish on January 27, 2007 the order tlwah that day forward all land shares are in its
asset management. Then, pursuant to paragraphAstiole 1022 of the Civil Code of the
Russian Federation, the debts of the agriculturghmization will be repaid due to the land

shares in asset management, even without the domdethe owner of the land share.



Considering the actual condition of the agriculk@naterprises economy, it is possible to predict

a mass sale of land shares.

Thus, in order not to lose one’s land share, it inecessary to urgently take measures

and to officially register one’s rights to the landin accordance with established procedure.

The general provisions of the law on the orderispasal of a land share consist of the

following.

1. The second paragraph of clause 1 of Article 1thefFederal Law «On Turnover of
Agricultural Lands” (hereinafter — the Law on Tuweo) lists the types of transactions with land
shares, the carrying out of which does not reqairg preliminary allocation of a land plot

against a share in the right of common ownershibédand share.

The amendment brought in this provision in July, 205 considerably limited the rights

of the owner of a land share. Without allocatioradénd plot against a land share such a tenant
in common ownership at its discretion has the rightegate its land share, to enter it in the
authorized stock (shared) capital of the agricaltwrganization using the land share in the
common ownership, or to transfer its land sharasset management, or to sell or offer it to
another participant of the common ownership, ad aglo an agricultural organization or to a
citizen — member of a farm using the land sharehaa common ownership. The tenant in
common ownership has the right to dispose of thd khare at their own discretion otherwise
only after allocation of the land plot against thed share, i.e. to dispose not of the land share,
but of the land plot.

When making these transactions, the land shareepassm one participant of the
common ownership with the termination for this #pant of the right to a share in the common
ownership to another person (citizen or legal ghtiecoming a plenipotentiary participant of
the common ownership instead of the former pamitipof the common ownership. When
legating of a land share it passes to other pergpngy of inheritance, and when transferring in

asset management the owner of the land share reth&same.

2. The participant of the common ownership wishingo dispose of their land share

should have a documentertificating their right to the land share.

According to Article 18 of the Law on Turnoveuch document is the Certificate on
the right to the land share issued before the comgninto force of the Federal Law “On the
State Registration of the Rights to Real Estate andransactions therewith” (hereinafter -
the Law on Registration) under the form approved bythe Regulation No. 177 of the

Government of the Russian Federation (hereinafter the Government) of 19.03.1992 which



had been issued until 27.10.1993, or under the forapproved by the Decree No. 1767 of the
President of the Russian Federation (hereinafter the President) of 27.10.1993.

In the absence of the specified certificates at ¢hizen’s disposal, the document
certificating the right to the land share the extract from the decision of the regional
administration (local government authority) privatisation in pesific collective farm, state
farm or another agricultural organization. Suchiglens were taken on the basis of the minutes
of the general meeting (assembly of representgtivethe labour collective of the reorganized
collective farm or state farm about approval of lise of the persons to be allocated with land

shares.

The third type of document certificating the right to a land shaisethe extract from
the Uniform State Register of the Rights to Real Hate and Transactions therewith(EGRP)
held by the registration chambers of the Departroédustice of Russia pursuant to the Law on
Registration with delivery to the citizen of the r@fecate under the form approved by the
Regulation No. 219 of the Government “On Adoptidntlte Rules for Keeping EGRP” of
18.02.1998.

If the citizen has this third type of document, amiditional State re-registration of the

rights on the land share is required for settlenoéattransaction with the land share.

If the citizen has the first or second type of duoent, then, pursuant to paragraph 2 of
Article 6 of the Law on Registration, it is obligay to pass the procedure of the State
registration of the earlier arisen rights to thedashare in the registration chamber. Only
thereafter will it be possible to dispose of thedahare.The amendment brought in July,
2005, makes one exception to this ruletansfer of a land share in the authorized stshlared)
capital of the agricultural organization using taad plot in the common ownership, in asset
management, the will or allocation of a land plgaiast a land share is carried out on the basis
of the documents certificating the right to thedashare pursuant to Article 18 of the Law on
Turnover, without any State registration of thehtitp the land share arisen before as a result of

farmland privatisation.

3. The State registration(a re-registration of the existing certificatesextracts from
the decisions of local government authoritissgarried out according to paragraph 1 of Article
16 of the Law on Registratioon the basis of the application of the citizeror a person
authorized by it thereto with a duly executed pouofeattorney.



The application submitted to the registration chamber at the lonatf the land share in
the common ownershighould be accompanied with the required documentso that it may

be carried out:

1) the cadastral plan of the land plottransferred to the common ownership of citizens

upon reorganization (privatisation) of the agriatdd enterprise.

The plan of the land plot, according to paragraplof4Article 18 of the Law on
Registration should beertificated by the body responsible for carrying out of caddstorks —
the regional department of the Federal Real Edtatdastre AgencyRosnedvizhimost) (the

former Committee on land resources and land managgm

The plan of the land plot (the description of taed share), according to paragraph 4 and
6 of Order No.I1/327 of the Federal Land Cadastre Service of thesiRo Federation
(Roszemkadastr) dd 02.10.2002 (the registration number 3911 @f Ehinistry of Justice of
Russia dd 13.11.2002), may be executed on the bhgie materials of land-surveying carried
out by geodesists in field conditions, as well agtee basis of the data provided for in the land
management, town-planning, cartographical and aflbeumentation without carrying out any
land measuringThis rule is legitimised by the amendment to paragph 17 of the Federal

Law “On Land Tenure”, made in July, 2005.

Naturally, the cost of works according to the first variant $ much more expensive

than the cost of works carried out in office condibns without the need to go to the site.

The setting of prices and socially required labexpenses for manufacturing of design
and exploration production of land management, laadastre and land monitoring was
approved by the Order No. 70 of State CommitteeLand Resources and Development of
28.12.1995. Now this order is repealed, and thd lmanagement organizations may demand

any sum.

The duty to ensure delimitation of the land shareassigned to the common owners

(Article 17 of the Law on Turnover).

Planning of the land plot is executed by privatellgurveying bodies, the list of which is
available in the cadastral chamber or the regidephrtment of the Federal Real Estate Cadastre

Agency(Rosnedvizhimost).

Concluding the contract with the land-surveying yaothe citizen or the legal entity
should attach the initial data regarding the lahdres contained in the land cadastre. They may
be obtained in the cadastral chamber, or, conajuttie contract with the land-surveying body,

to charge it to obtain the necessary data witHoeiparticipation of the applicant.



In order to carry out of the State cadastral regfistn, the owner of a land share or a
person authorized by it thereto with powers ofrattgy shall submit to the regional department of
the Federal Real Estate Cadastre Age(Rgsnedvizhimost) the application with attached
documents certificating the right to the land shamd documents relating to land-surveying of

the land share (the plan of the land share).

The requirements to draw up of the applicationsthedapplication form are approved by
Order No. I1/115 of the Federal Land Cadastre Service of thesslRn Federation
(Roszemkadastr) dd 13.06.2001 (registered under 2757 in the RuasMinistry of Justice on
20.06.2001). The application forms may be obtaindtie regional branch of the Federal official
body of the land cadastral chamber in a specifyore (available in every constituent entity of

the Russian Federation) at the location of the Erate.

According to paragraph 7 of Article 19 of the Feddraw “On State Land Cadastre”
(hereinafter — the Law on Cadastre), the Statesteadaegistration is carried out within a period
of one monthNo payment for the registration is levied(paragraph 8 Article 19 of the Law on
Cadastre). The extract from the State land cadestssued to the owner of a land shize® of
charge. This owner pays only the cost of copying drdelivery of this extract (paragraph 1 of
Article 22 of the Law on Cadastre).

2) the minutes of the meeting on reorganization ahe agricultural enterprise with

the list of the co-owners of the land.

The form of the provisional minutes of the genenaleting (assembly of representatives)
of the labour collective of a farm is approved Ihe tMinistry of Agriculture of Russia

“Recommendations on Reorganization of the Collectind State Farms” of 14.11.1992.
The agenda of this first meeting duly included fiblowing 3 issues:
a) choosing the forms of land ownership;

b) nominating the labour collective representativeshe farm commission on the land

privatisation and the farm reorganization;
c) adoptingthe list of personsto be allocated with property and land shares.

The size of a land share and the cost of a progtidye were defined at a later date, at
the second general meeting (assembly of represesgptin view of the offers of the farm

commission.

The minutes of the meeting may be obtained in tbleiee of the agricultural enterprise.



3) the decision of the regional administratiorregarding the transfer of the land plot in
common ownership with the list of all owners of thend shares at the time of farm

reorganization.

This decision was taken on the basis of the minatébe general meeting on adopting

the list of persons to be allocated land sharesoarestablishing the size of a land share.

A copy of this decisiondertified by the executive office of the administrion) may be
obtained from the regional administration.

The documents listed above (the cadastral plan oh¢ land share, the minutes of the
meeting and the decision of the regional administteon) shall be submitted to the
registration chamber once for State registration ofthe rights of all owners to the land
shares of that farm.

For registration of the rights to a land share heawner thereof (group of owneraje

obliged to submit in addition the following documerts:

1) the document certificating the right of the citizen to a land share. The original and
the certificated copy shall be submitted.

2) the registration payment receipt(according to Article 333.33 of the Tax Code of the
Russian Federation - 500 roubles from each owndheofand share), as well as the document
proving the applicant’s identity (passport), andddegal entity — the constituent instruments of
this legal entity and the document confirming tlmharity of the citizen to act on behalf of the

legal entity (paragraph 4 of Article 16 of the Law Registration).

2) the reference from the regional department of te Federal Real Estate Cadastre
Agency (Rosnedvizhimogtregarding the absence (presence) of burdens aestarmposed on
the land shares.

On receipt of the application and all listed docuatee the official of the justice
establishment (registration chamber) should makeomesponding record in the document
registration book, and the applicant is given @ifgdor documents to the State registration. The
deadline established for registration (paragraph6,5and 7 of Article 16 of the Law on

Registration) begins from this date.

Registration is carried out within one month (paagtp 3 of Article 13 of the Law on
Registration). When the registrar has reasonablgbtdeconcerning the authenticity of the
documents submitted, it has the right to suspeeddjistration for 1 month with notification in



writing of the applicant grounding such a decis{paragraph 2 of Article 19 of the Law on

Registration).

Where the applicant does not eliminate in the d$eciterm the reasons preventing
registration, the registrar has the right to ref@ate registration. In coordination with the
applicant (in writing), the term of suspension bé tregistration may be extended, but by no

longer than 3 months (paragraph 2 and 3 of Arii@ef the Law on Registration).

On obtaining in the registration chamber the documat certificating the right to a
land share (an extract from the Uniform State Repgi®f the Rights to Real Estate and
Transactions therewith (EGRP) and the Certificatden the form approved by governmental
Order No. 219 of 18.02.1998}he owner of a land share has the right to settlany
transaction therewith provided for by Article 12 of the Law on Turnover.

4. The right to purchasea land share for sale is held by otberowners, the agricultural
organization or the citizen-member of a farm ugheyland share in common ownership (Article
12 of the Law on Turnover). If they refuse to purchaselémd sharet is not permitted to sell

it to another third party.
In view thereof, the order of sale of a land shamarried out in the following sequence:

a) the owner of a land shaeenot obliged to inform the other co-ownerson their wish

to sell it (the first paragraph, paragraph 2 ofidet12 of the Law on Turnover).

b) the sale contract of a ground share is concludegriting in compliance with the
requirements of Article 549 and 550 of the Civildeoof the Russian Federation and does not

require any obligatory notarial attestation;
c) the sale contract is subject to the State magish in the registration chamber.

4. The sale contract is registeredh the registration chamber at the location of ltred

share (paragraph 1 of Article 17 of the Law on Regtion).

The application for the State registrationis submitted by all parties of the transaction
(contract), and the State registration is carrietdio the presence of the parties or in the presenc
of one party on the condition that the other paryvides the notarised powers of attorney on
settling the transaction (paragraph 1 of Articledf&he Law on Registration) or the power of
attorney certificated by the official of the loggdvernment body (paragraph 3 of Article 12 of

the Law on Turnover).



The application is enclosed witlthe sale contract, the documents certificatingritpiets
of the seller to the land share and the registigt&yment receipt (paragraph 2, 3, 4 of Article 16
of the Law on Registration).

5. The buyer’s property right to the land share arses from the time of the State
registration of the sale contract(paragraph 2 of Article 8 of the Civil Code of tReissian

Federation).

State registration of the contract is certificateg the registrar through executing a
special registration inscription on the contracarggraph 1 of Article 14 of the Law on

Registration).

6. On becoming the owner of the bought land shared(&hares) the citizen or the legal
entity have acquired the rights of the co-owneand can settle transactions or can specifically

allocate the land share (shares) and become theraa land share.

7. Article 13 of the Law on Turnover provides the @wvof a land share with the rigtat
demand at their own discretion allocation of a landplot against a land share.Thereby the
owner of a land share is not bound to any obligatm give any explanations to the other co-
owners about the reasons which induced him/herakenit, and to inform them on the methods

of subsequent disposal of his/her land plot.

Allocation of a land share against a land shanmed(lshares) is transferral of a part of a
land plot in common ownership in the ownershipha participant of common ownership and

termination for this participant of the right tdead share (land shares).

The allocated land plot(the new generated land plag)subject to the State cadastral
registration pursuant to the Law on Cadastre andhe State registrationpursuant to the Law
on Registration.

Thereby it is necessary to bear in mind that, pamsto paragraph 1 of Article 4 of the
Law on Turnoverformation of new land plots measurements which are less than thamum
measurements of land plots set by the law of atitoast entity of the Russian Federatiare
not allowed

Consequently, it is necessary to purchase befodebach number of land shares which
would be sufficient so as not to infringe the bbshed minimum measurement of the new

generated land plots.



8. According to Article 252 of the Civil Code of tiRussian Federation, allocation of a
share is possible under the agreement reached atmalhgo-owners, and in the case where no

agreement is reached — judicially.

Article 13 of the Laws on Turnover simplified thpsocedure, provided that the number

of the participants of the common ownership onadpural landis more than 5 persons.

The location of the land plot allocated against a land slieudefined by the participant
of the common ownershippursuant to the decision of the general meetingaoticipants of the
common ownership when approving the borders ofpéda¢ of the land share in the common
ownership intended for allotment in the prime ordérthe land plots against the land shares

pursuant to Article 14 of the Law on Turnover.

Formation of the land plot allocated against a lsindre is carried out on the basis of this

decision of the general meeting of the participafitsommon ownership.

If the general meeting has not approved the borofetise land tract for allocation in the
prime order of the land plots against the land efathe tenant in common ownership shall
inform the other participants in writing of his/hertention to allocate a share (shares) (as
required by Article 252 of the Civil Code of the $ian Federation) or may publish a
notification in the mass media determined by thestituent entity of the Russian Federation.
Such mass-media is the source of official publaratof the normative legal acts of the
constituent entity of the Russian Federation orltiwal government bodiedhis notification

shall specify:
a) intended (desirable) location of the land plimicated;
b) the area of the plot allocated;

c) the address for sending objections of the oplagticipants of the common ownership

concerning the location of the land plot allocated.

The size of the land plotallocated against a land share is defined on &élseslof the data
specified in the documents certificating the rigbtthe land share. Thereby the tenant in
common ownership on the agricultural land plot theesright to allocate against its land share a
land plot which area is more or less the area §pddn the documents certificating the right to
the land share, if the area of the formed land iglatcreased or reduced within the limits of the

cadastral cost established for the farmlands irclvhbrders this land plot is formed.

In the case where, within thirty days from the daft¢he appropriate notification of the

participants of the common ownership on the agical land plot, no objections are submitted



from participants of the common ownership concegrime location of the land plot allocated
against a land share, the proposal on the locatidhe land plot is considered as agreed. The
objections should be well-grounded. Thus the lagpslallows a passive willof the participants

of the common ownership for coordination of thealtben of the land plot allocated (by default).

Any disputes on the location of the land plot adlieci are resolved by the participants of
the common ownership through conciliation proceduitee order of carrying out thereof is
established by the constituent entity of the RusBrderation.

In the case where no agreed decision is reachedisiputes on the location of the land

plot allocated are settled in court.

Notification in the mass-media is published at theexpense of the owner of the
allocated land share(land shares).

Such publication allows for consideration that titeer co-owners are duly informed

about the forthcoming allocation of the land plot.

9. It is possibleto file an application in the district branch of the Federal Real Estate
Cadastre AgencyRosnedvizhimost) for formation of a land plot, land-surveying, eattal

registration of a land plot, and certificating bétplan of a land plot.

In essence, the considered Federal Law allowshfopossibilityof a passive agreement
of the participants of the common ownership (by defult) concerning the division of
common ownership and allocation of a land plot msfan land share. It complies with the
provisions of subparagraphs 4) and 9) paragraphAttcle 8 of the Civil Code of the Russian
Federation according to which the civil rights ahdies arise as a result of property purchase on
the bases allowed by the law, or following the ésemith which the law or another legal act

connects arise from civil consequences.

It is necessary to prove only that no objectionsvere raised from the participants of
the common ownership.The registration chamber in practicequires submission of the
minutes of the general meetingof the participants of the common ownership foergv
allocated land plot as protifat contradicts this Federal Law.

Thus the Federal Law assumes that the proof ofatteence of objections from the
participants of the common ownership about thetlonaof the allocated land plot constitutes
written confirmation of the allocated participarfita@mmon ownership that no objections were
raised.



10. If only one objection is receivedrom the co-owners, the dispute on the location of
the allocated land plot is settled througtnciliation procedures(paragraph 4 of Article 13 of
the Law on Turnover).

In the case where no agreed decision is reachedlisbutes are settléal court.

It is also possible to apply the provision of Alticl4 of the Law on Turnover and to
convene a general meeting at which the decisiaheihocation of the land plot allocated will be
taken.

For this purpose it is necessary to notify, one timqumior to the meeting, in writing and
on receipt, the co-owners or by publication inrthess-media of the notification on convening of
the meeting. The meeting is considered competeenwio less than 20% of the co-owners or
the participants owning more than 50% of the ldmaras attend, irrespective of their number.

11. After allocation of a land plot, its registration in the State cadastre, receipthef
extract from the State land cadastre and certifinaby the district branch of the Federal Real
Estate Cadastre Agen¢iRosnedvizhimost) of the plan of the land plot, is necessary to carry

out State registration of the rights to this land pot in the registration chamber.

N.l. Kalinin
Honourable land surveyor of Russia,
1% class Counsellor of State of the Russian Federatio

Lawyer
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Chapter I. GENERAL PROVISIONS

Article 1. The scope of this Federal Law.

1. This Federal Law regulating relations connecteavith possession, use and disposal
of agricultural land plots, establishes the rules iad restrictions applied to the turnover of
the land plots and the shares in the right of the@mmon ownership on agricultural land



plots — the transactions resulting in accrual or tamination of the rights to the agricultural
land plots and shares in the right of common ownelsp to agricultural land plots, defines
the conditions of allocation of agricultural land dots in State or public ownership, as well

as their withdrawal in State or public ownership.

The scope of this Federal Law does not cover agritural land plots granted to
citizens for individual housing, garage constructia, personal subsidiary and country
house-keeping, gardening, cattle breeding and truckarming, nor land shares occupied by
buildings, structures and constructions. The turnoer of the specified land plots is

regulated by the Land Code of the Russian Federatio

2. The legal regulation of the relations in turnoveof the land plots and the shares in
the right of common ownership to agricultural land plots is carried out by the Constitution
of the Russian Federation, the Land Code of the Ra@n Federation, the Civil Code of the
Russian Federation, this Federal Law, other federalaws, as well as by other normative
legal acts of the Russian Federation and laws of mstituent entities of the Russian
Federation adopted in accordance with them.

3. The turnover of farmland is based on the followig principles:
1) Preservation of the end use of the land plots;

2) Establishment of the maximum size of the totalraa of the farmlands located in
the territory of a metropolitan region, and may bethe property of a citizen and (or) a legal
entity;

(subparagraph 2 in ed. of the Federal Law No. 87-Fdd 18.07.2005)

3) prerogative right of a constituent entity of theRussian Federation or, in cases
determined by the law of a constituent entity of te Russian Federation, a municipality to

purchase an agricultural land share when sold, exge in cases of sale from public auctions;
(in ed. of the Federal Law No. 113-FZ dd 07.07.20p3

4) prerogative right of other participants of comma ownership on the land share in
common ownership or an agricultural organization ora citizen-member of a farm using
this land plot to purchase a share in the right otcommon ownership to the agricultural
land plot in the case of onerous alienation of such share by the participant of common

ownership;

(subparagraph 4 in ed. of the Federal Law No. 87-FAd 18.07.2005)



5) setting the details for allocation of agricultual land plots to foreign constituent
entities, foreign legal entities, stateless persgnss well as to legal entities in which
authorized (shared) capital the share of foreign austituent entities, foreign legal entities,

stateless persons constitutes more than 50 percent;
6) abrogated. - Federal Law No. 87-FZ dd 18.07.2005

4. Privatisation of the agricultural land shares in State or public ownership is
carried out in accordance with the procedure estaldhed by this Federal Law, the Land
Code of the Russian Federation and other federal Ves. Privatisation of the specified land
shares located in the territory of a constituent etity of the Russian Federation is carried

out from the time established by the law of a constient entity of the Russian Federation.

The agricultural land plots in State or public owneship occupied with deer pastures

in the regions of the Far North and with outruns donot come under privatisation.

5. Adoption by the constituent entities of the Rusan Federation of any laws and
other normative legal acts containing any additionhrules and restrictions for turnover of

the agricultural land plots is not allowed.

6. The provisions of other federal laws are appliedo relations arising when use of
the agricultural land plots in accordance with ther end use and the requirements of the

land tenure protection in the matters not covered # this Federal Law.

Comment

1. In accordance with paragraph 1 of Article 3 bé tLand Code of the Russian
Federation, the land relations shall mean theioglaton the use and protection of land in the
Russian Federation as the base of the life andiigctof the populations living in the
corresponding territory. In turn, paragraph 3 ofiéde 3 of the Code reads that property relations
on possession, use and disposal of land shareglleas on settlement of transactions with them
are regulated by civil legislation, except as othse provided by land laws, forest regulation,

water code, legislation on mineral wealth, envirental laws, and other special federal laws.

As follows from the specified provisions of the lda@ode of the Russian Federation, it
Is impossible to separately consider land relati@ssrelations on use and protection of lands)
and the property relations (as relations on pogsgsasing and disposal of land shares). And

though one of the principles of the land lawsnsaccordance with the Land Code of the Russian



Federation, the principle of differentiation of thetion of the provisions of the civil legislation
and the provisions of land laws with regard to tagon of the relations on use of lands
(paragraph 2 subparagraph 11) Article 1 of the L@ode of the Russian Federation), it would
be more pertinent to speak about the agreed apiphcaf the provisions of land and civil laws.
The basis for this conclusion is that the landimsutaneously objectively regarded in several
aspects It is a natural constituent entity, attanyj real estate. Consequently, the land is also
simultaneously objectively regarded as the sulgéearious kinds of public relations, including

those relating to land and civil matters.

The agreed application of the provisions of thalland civil laws is found in the content
of many formulations of the Land Code of the Rus$taderation. The formulations of the Civil
Code of the Russian Federation in the Land CodéeRussian Federation are not duplicated.
They are referenced with an indication of spegiicagraphs of the Civil Code of the Russian
Federation. But the provisions reflecting the sfigty of land as a constituent entity of the land
relations are additionally registered in the Lamad€ of the Russian Federation. In particular,
Article 46 of the Land Code of the Russian Federathay serve as an example. Paragraph 1 of
this Article contains a reference rule: “Lease drd plot ceases on the bases and in the order
provided for by the civil law”. The provisions offagraph 2 establish a number of additional
bases for termination of the land lease the presehavhich is predetermined by the specificity
of land as a natural constituent entity and a aht@source, for example, such basis as use of a
land plot leading to an essential decrease in #rgliy of farmlands or to a significant

degradation of ecological conditions.

A similar conceptual approach is incorporated ie ttonsidered Federal Law when
defining the subject of regulation, as well as wietting forth other provisions regulating the

turnover of farmlands.

Paragraph 1 of Article 1 of the commented Fedemal Ldefines as the subject of
regulation the relations connected with possessisa.and disposal of the agricultueaxid plots.
Furthermore, the purpose for which achievementlLthe is aimed at is set forth. This is the
establishment of rules and restrictions appliethéoturnover of land plots and shares in the right

of common ownership on agricultutahd plots.

The considered Federal Law is also directed atrohneng the conditions for the

allocation of agriculturaland plots and their withdrawal.

The second part of paragraph 1 of Article 1 ofdcbmmented Law lists the land plots not

covered by the provisions of this Law.



Such land plots include agricultural plogsanted to citizens for individual housing
construction, personal subsidiary and country hdesping, gardening, cattle breeding and
truck farming, as well as the land shares occupiiglal buildings, structures, constructions. The

turnover of the specified land plots is regulatgdt® Land Code of the Russian Federation.

2. Paragraph 2 of Article 1 of the considered Lafirgs the hierarchy of legal acts in
accordance therewith the legal regulations conaogriirnover of land plots and shares in the
right of the common ownership to the agricultuaatd plots should be carried out. The first

place in this hierarchy, certainly, is occupiedthg Constitution of the Russian Federation.

According to Article 72 of the Constitution of tHeussian Federation, the Land Law
which this Federal Law refers to is under the jgimtsdiction of the Russian Federation and the
constituent entities of the Russian Federation.

Conceptually it means that a constituent entityhaf Russian Federation can adopt its
own laws, developing and specifying federal pransi of the Land Law in view of regional

particularities, but only on the basis of and imptiance with federal legislation.

At the same time, paragraph 6 of Article 27 of tlaad Code of the Russian Federation
sets forth that the turnover of farmland is regedaby the Federal Law «On Turnover of
Agricultural Lands”. Thus, the Code refers diremgulation of rules and restrictions of the civil
turnover of farmland exclusively to the terms ofference of the Russian Federation.
Consequently, a constituent entity of the RussiatieFation has no right to establish at its level
any provisions containing any additional rules aestrictions for turnover of agriculturénd

plots.
This provision is fixed in paragraph 5 of Articleofithe commented Law.

Paragraph 2 of Article 1 of the considered Law &stablishes a rule according to which
the provisions regulating the relations concernungpover of land plots may be regulated by
other federal laws and other normative legal adtsthe Russian Federation adopted in

compliance therewith.

In this case, the other normative legal acts of Bessian Federation should be
understood as decrees of the President of the &uBgideration and governmental orders of the
Russian Federation which also should not contrabetConstitution of the Russian Federation,

this Federal Law and other federal laws.

3. Paragraph 3 of Article 1 of the commented Lavings the principles according to

which the legal regulation of the turnover of faamdls should be carried out.



The considered Federal Law was adopted in developokethe Land Code of the
Russian Federation, and the content of paragraghA#icle 1 continues to an extent the content
of Article 1 of the Code including eleven main miples of the land legislation.

Paragraph 2 of Article 1 of the Code sets forth tha federal laws may establish any
other principles of land legislation which do nontradict the main principles which are listed.
It seems that inclusion of the land legislatiompiples both in the text of the Code and in the
text of this Federal Law is intended to resolveesalissues:

- to provide the legislatorial work with a type m@ference point according to which the
developers of land laws (professionals, specialisisuld compare their approaches and

solutions proposed, and endeavouring to follow strme direction;

- to facilitate the application of the land legigba provisions in the law enforcement
practice in case of any blanks in the legal regutabf land relations, as well as in cases of

conflicts of laws;

- to give rise to scientific discussions in thddief scientific research for defining new
themes and directions of this research.

The principle of preservation of the land plot enduseis singled out in the commented
Federal Law as a basic principle on which the tuen@f farmlands is groundedhis principle
supposes the duty of the party purchasing an dgrraliland plot to use it only for the purposes
of agricultural production or other purposes comegavith agricultural production.

Division of lands according to theémd useis a characteristic of the Russian Land Law
and serves to define the specific legal regimeand Iprotection and use depending on their end
use. Seven basic categories of lands providednfahe Land Code of the Russian Federation
have existed (with some changes of names) for fcigut period of time, and have justified
themselves in practice from the standpoint of leggime restriction of one category or another.
It is not by chance that the specific part of trend. Code of the Russian Federation with the

description of land regimes is composed dependmigmd categories.

Stability of the end use of lands, preservatiorfasimland first of all as irreplaceable,
difficult to restore, and non-admission of theartsfer to other categories has always been a key

principle of Russian land policy.

One further principle established by the consideFestieral Law, —a principle
(subparagraph 2) paragraph 3 of Article 1) pursuantto which there may be legally
established a limit on the total area of agricultual land shares owned simultaneously by a

citizen and (or) a legal entity.



The introduction of this principle in the Law iscthted by the determination to prevent

any occurrence of monopolists in the market ofcdpural producers.

The requirement to observe the maximum size oftokel area of an agriculturdhnd

plot was established before regarding farmlandhenownership of a citizen, his/her spouse and
immediate relatives (parents, children, brotherstess, grandfather, grandmother, and
grandchildren), as well as any legal entities, ihich the citizen or spouse and immediate
relatives (parents, children, brothers, sisterandfather, grandmother, and grandchildren) have
the right to dispose of more than 50% of all vatesnting for the stocks or contributions (plots)
constituting the authorized (shared) capitals okéhlegal entities. The subject structure of this
principle has undergone change (in accordancetivittFederal Law No. 87-FZ dd 18.07.2005).
Its former edition built on the official mechanissh “interdependent persons” (by analogy with
Article 20 of the Tax Code of the Russian Federgtexcessively limited the rights of physical
persons and legal entities to receiving farmlandghieir ownership, in this connection the
constitutional right of the citizens and their agatons to have land in their private ownership
(Part 1 of Article 36 of the Constitution of the $8tan Federation) proved limited in the absence
of any conditions for admissibility of such restion contained in Part 3 of Article 55 of the
Constitution of the Russian Federation. When thegmay of interdependent persons is justified
in the tax laws by the necessity to protect budigetrests and, as a consequence, those of all
addressees of budgetary funds against unjustigesiops who are relatives or otherwise control
each other, in the field of the farmland turnovie restriction of the right of the independent
constituent entities of the civil turnover (evetatves or otherwise affiliated) to purchase them

in their ownership was not justified by any offigmurposes.

It is also necessary to note that recognition os@as as interdependent in the tax laws
entails the right of the tax authorities to contiteé correctness of application of prices under a
transaction (Article 40 of the Tax Code of the Raisd-ederation) without any influence on the
rights the transaction parties accrue after itdleseént, whereas the application of the
commented principle in the initial edition entailde duty on alienation of the part of the land
plot exceeding the maximum size of the total arethe agriculturalland plots of all persons
specified in the former edition of Article 4 of th&ederal Law «On Turnover of Agricultural

Lands”.

In connection with that which is set forth, the mheas brought in the Federal Law «On
Turnover of Agricultural Lands” by the Law No. 8ZFkld 18.07.2005 appear to be logical, as
now the subject structure of the commented prieciplthe Federal Law includes only a citizen

and (or) a legal entity.



In accordance with the new edition of the commergadciple, similar changes have
been brought in the structure of the entity andténetorial scope of paragraph 2 of Article 4 of

the Law dedicated to limiting sizes and requireta¢n the location of agriculturénd plots.

Subparagraphs 3) and 4) of paragraph 3 of Articlef the Law represent certain
interests. Subparagraph 3) sets fdh principle pursuant to which a constituent entiy of
the Russian Federationor, in cases determined by the law of a constituergntity of the
Russian Federation, a municipality has the right ofpriority to purchase an agricultural

land plot when it is sold.

This principle reflects the legislator’s intentiom provide State and local government
bodies with priority rights in the farmland markBrticipation of the State, its regulating role is
especially important in the formation of the demand supply conjuncture in the market of this

category of land.

Another edition (in comparison with the former one)sets forth the principle of the
right of priority to purchase a share in the right of common ownershipto an agricultural
land plot (subparagraph 4) paragraph 3 of Articlef the Law «On Turnover of Agricultural
Lands”). The legislator has established ttreg right of priority to purchase a share in the
right of the common ownership to an agricultural land plot at the onerous alienation of
such a share by the participant of the common ownship belongs to other participants of
the common ownership on the land share in common owrship or to an agricultural

organization or citizen-member of a farm using ths plot.

In the initial edition, such right was given to anstituent entity of the Russian
Federation or (in cases determined by the law afrestituent entity of the Russian Federation)
to a municipality at the onerous alienation of telsare of the participants of the common
ownership in the case where other participanti®@itbmmon ownership refuse to purchase such
a share or do not declare any intention to purclssd a share in the right of common
ownership to an agriculturdand plot. In practice, the constituent entities tbé Russian
Federation and the municipalities have seldom éseictheir right to purchase shares. Besides
the limitation of the proprietors’ right to freesgiosal of the shares in the right of common
ownership only restrained the turnover of farmlamal increased the term of transactions

settlement.

The specified edition of the commented principlesweought into line with paragraph 1
of Article 250 of the Civil Code of the Russian Eeation pursuant to which, when a share in the

right of common ownership is sold to the third pathe other participants of the common



ownership have the prerogative right to purchagestiare at its sale price and on other equal

conditions, except in cases of sale from publidians.

At the same time, the content of the first optidnaoshare in the right of common
ownership in the Federal Law has also retainedpegificity. According to the new edition of
the commented principle, this right belongs to ptbarticipants of common ownership on the
land plot in common ownership, as well as to thecagural organization or the citizen-member
of a farm using the land plot, which is justifiecbrh the standpoint of farmland end use
(paragraph 1 of Article 77 of the Land Code of Bwessian Federation) and the need to support

the activity of the farms and the agricultural arigations using the concerned land plot.

The specified principles have been reflected witthie limits of the provisions of
paragraphs 8, 9 and 12 of the considered Law.

Subparagraph 5) paragraph 3 of Article 1 of the lestablishes thadetermination of
the particularities of foreign persons’ participation in the turnover of farmlands is a matter

of principle. The provisions of Article 3 of the Law are settfopursuant to this principle.

The Federal Law No. 87-FZ dd 18.07.2005 “On Modifiens in the Federal Law «On
Turnover of Agricultural Lands” and the Federal L4&@n Land Tenure” excludes from the
principles of the farmland turnover the principlie“granting agricultural land plots in State or
public ownership to citizens and legal entitiegheir ownership, on an onerous or a gratuitous
basis, in cases established by federal laws” (salgpaph 6) paragraph 3 of Article 1 of the
Federal Law «On Turnover of Agricultural Lands”}. i conditioned by the fact that the
principles assumed as a basis for a specific tarrthis case — the turnover of farmlands) cannot
contradict and abrogate the principles assumedlsssia for a generic term (in this case — the
institute of the land law as a whole).

Article 1 of the Land Code of the Russian Federatioes not refer granting of land
plots in the ownershipto physical persons and legal entities a fee to the number of the
principles of the land laws.lIt is related to the fact that paragraph 2 of @eti28 of the Land
Code of the Russian Federation establishes a mderding to which land plots may be
gratuitously granted to the citizens of the Russtaderation and to the legal entities in cases
established by the Land Code of the Russian Federdederal laws and laws of constituent
entities of the Russian Federation. Consequertily,commented principle of the turnover of
farmland contradicted the structure of the prirespdf the Land Code of the Russian Federation
and the overall character of the provision in peaply 2 of Article 28 of the Land Code of the

Russian Federation.



Furthermore, the Federal Law «On Turnover of Adtical Lands” was adopted in
execution of paragraph 6 of Article 27 of the Labaide of the Russian Federation according to
which “the turnover of farmland is regulated by thederal Law «On Turnover of Agricultural
Lands”. Meanwhile the turnover of farmland, by wetof paragraph 1 of Article 1 of the Law, is
understood as a set of transactions resultingdgruator termination of the rights to agricultural
land plots and shares in the right of common ownprg agricultural land plots. And decision-
making on the granting of land for a fee or forefrie the administrative act of an authorized
State (municipal) body; it does not refer to traisms. Therefore, the establishment of
principles of the legal regulation of the turnoeéragricultural land plots beyond the framework
of land turnover cannot be justified from the piositof the overall character of the provisions of
the Land Code of the Russian Federation and tleeifyriof the Federal Law «On Turnover of

Agricultural Lands” as a special act.

4. Paragraph 4 of Article 1 of the Law is dedicatiedhe particularities and the order of
privatisation of farmlands in State and public ovehéo. It is necessary to bear in mind that the
majority of farmland was privatised on the basishaf following decrees of the President of the

Russian Federation:

No. 323 “On Urgent Measures on Implementing LantbRe in RSFSR” dd 27.12.1991;
No. 213 “On Order of Establishment of Provisiontbé Free Transfer of Land Shares in
Property of Citizens” dd 02.03.1992; No. 1767 “Oregdlation of Land Relations and
Development of Agrarian Reform in Russia” dd 271993; No. 337 “On Implementation of
Citizens’ Constitutional Rights to Land” dd 07.0396.

The listed decrees of the President of the RusBederation were supported by the
orders of the Government of the Russian Federatidmch established the scheme of
privatisation of farmlands: No. 86 “On ProcedureRiestructure Collective and State Farms” dd
29.12.1991; No. 708 “On Order of Privatisation aReorganization of Enterprises and
Agricultural Organizations” dd 04.09.1992; No. 961t Procedure to Exercise the Property
Rights of Land Shares and Property Shares” dd (Q11908.

The documents listed above continued to remaimriceffor a time after bringing in the
action of the Land Code of the Russian Federation,in the part not contradicting it. This
provision is fixed in Article 6 of the Federal Lawo. 137-FZ dd 25.10.2001 “On
Implementation of the Land Code of the Russian Faaba”.

However, on December 20, 2002 there were adopted|&en No. 912 of the Russian
Federation Government “On Invalidation of SeveratcBions of the Russian Federation

Government Concerning the Turnover of Agricultutahds” and the Decree No. 250 of the



President of the Russian Federation dd 25.02.2@08Modification and Invalidation of Several
Acts of the President of the RSFSR and the Presafdhe Russian Federation”.

The appearance of the specified Decision of thesi@ng-ederation Government and the
Decree of the Russian Federation President isynoh@nce. It is possible to speak in this case of
prevailing from the point of view according to whid was decided to consider the process of
the agricultural enterprises’ reorganization as gleted. In fact, it became evident during the
preparation of the Federal Law No. 113-FZ dd 02003, “On Amendments and Additions to
the Federal Law on "Transfer of Agricultural Landkat there existed a significant part of the
constituent entities of the Russian Federation fvchv territory no restructuring of agricultural

enterprises with privatisation of their lands hae carried out.

It was decided to eliminate this contradiction logiag appropriate addenda in paragraph
10 of the commented Federal Law, as well as adaiftgnda in Article 79of the Law (see the

comment to the specified paragraphs).

Therefore, paragraph 4 of Article 1 of the Law asvenly those agricultural lands which
have remained in State or public property. As teséhgrounds, a constituent entity of the
Russian Federation has the right to define, putsiaeits law, the time to begin the privatisation

process.

At the same time, Article 19of the Law contains a mandatory provision pursuant
which, in the case where a constituent entity efRussian Federation does not adopt a regional
law ensuring implementation of the federal law lba tlay of coming into force of this Article of
the Law (July 10, 2003 — the date of official pahtion), privatisation of agricultural land plots
provided for in paragraph 4 of Article 1 of the Law carried out in the territory of this
constituent entity of the Russian Federation framuary 1, 2004.

Furthermore, in view of the specificity of some sbiuent entities of the Russian
Federation, a mandatory provision is set forthhie $econd part of paragraph 4, Article 1. The
considered Law has established that agriculturadl lplots occupied with deer pasture in the
regions of the Far North and outruns do not conaeuprivatisation. These land plots represent
whole land tracts located in the territories of esal constituent entities of the Russian
Federation and serve as a unique source of foréigemge resources) for deer-raising and

transhumance. Therefore this provision is consilergpedient.

5. The constituent entities of the Russian Fedmaradre forbidden under paragraph 5 of
Article 1 to adopt laws and other normative legeisacontaining any additional rules and

restrictions regarding turnover of agriculturaldgpiots.



As has been already noted above, this provisidovisl from paragraph 6 of Article 27
of the Land Code of the Russian Federation refgnagulation of the farmland turnover to the

matter of regulation covered exclusively by the ératiLaw.

6. In using agricultural land plots their ownerand owners and land users should be
guided by the main end use of this category of land the requirements of land protection.
Besides pursuant to paragraph 6 of Article 1 ofabemented Law, the legal owner is obliged
to comply both with the requirements of the congdeLaw and those of other federal acts in

which matters of land protection and environmesédiéty are mentioned.

Article 2. Participants of the relations regulatedby this Federal Law

1. Citizens, legal entities, the Russian Federatipigonstituent entities of the Russian
Federation, and municipalities are participants ofthe relations regulated by this Federal

Law.

2. The rights of foreign constituent entities, forgn legal entities, stateless persons,
as well as legal entities in the authorized (sharg¢dcapital of which the share of foreign
constituent entities, foreign legal entities and ateless persons constitutes more than 50

percent, agricultural land plots are defined in acordance with this Federal Law.

(paragraph 2 in ed. of the Federal Law No. 87-FZ dd.8.07.2005)

Comment

1. The range of constituent entities - participasftshe legal relations regulated by this
Federal Law is determined in general pursuant tagraph 1 of Article 2 of the commented
Federal Law. They include citizens, legal entitibg® Russian Federation, constituent entities of

the Russian Federation and municipalities.

1.1. The ternfcitizens” is used in the Law in a general meaning. Dependingontext,
the matter may concern citizens regarding theihtsigand freedoms, or citizens (physical

persons) as constituent entities of real and atbbts to land.

It is important what is understood by citizensldgal terminology, recognizing citizens

as constituent entities of land relations requigsveral attributes: external isolation,



personification, ability to develop and carry oetrsonified will, real participation in the legal

relationship, etc.

The Civil Code of the Russian Federation explamparagraphs 17-22 the matter of the

concept of citizens (physical persons) and mentibes following characteristics:

Legal capacity (arises from date of birth and teating with death, means the rights to
have the property and personal non-property rigbtfie engaged in business and any activity
not forbidden by the law, etc.);

name and residence;

capacity (ability to obtain and exercise rights,cteate duties for itself through own

actions — arises in full on reaching eighteen ye&iage or earlier — from the date of marriage);

inadmissibility of deprivation and limitation ofdal capacity and capacity, otherwise in

cases and in a manner provided for by the law;

business activity, property liability of the citizegpossible insolvency (bankruptcy) of the

individual entrepreneur;
civil registration.

1.2. According to Article 48 of the Civil Code dfe Russian Federatioa,legal entityis

an organization which has in its ownership, ecomornimpetence or day-to-day management of
a separate property and is responsible for itsgatins with this property, can on its behalf
obtain and exercise the property and personal mopepty rights, bear responsibilities, and act
as the claimant and defendant in court. Legaliestghould have an independent balance sheet
or an estimation. They may be commercial or nonfoencial, are subject to State registration,
and act on the basis of constituent instrumentgioliights and assume obligations through
their bodies acting in accordance with laws andstituent instruments (Article 49-53 of the

Civil Code of the Russian Federation).

Various types of legal entities can act in thedfief relations arising in connection with

the turnover of farmlands.

In connection with participation in formation ofgmerty of the legal entity, its founders
(participants) may have liability rights concernitigs legal entity or real rights to its property.
The legal entities to which their participants hdwbility rights include economic companies

and organizations, and industrial and consumer @@bpe organizations.



The legal entities to the property of which theiumders have the right of ownership or
other real right include State and public unitanteeprises, including branches, as well as
establishments financed by the owner.

The legal entities in which respect their foundgarticipants) have no property rights
include public and religious organizations (asstomme), charitable and other funds, associations
of legal entities (associations and unions) (Aeti¢l16-123 of the Civil Code of the Russian
Federation).

1.3. The Russian Federation, according to Articlef the Constitution of the Russian
Federation is understood as a State. The condtiermdities of the Russian Federation are its
republics, territories, regions, cities of fedexallue, autonomous region, and autonomous
districts. The list of constituent entities of tRessian Federation (89) is provided in Article 65

of the Constitution of the Russian Federation.

In accordance with Article 125 of the Civil Code thfe Russian Federation, public
authorities within the limits of their competencgablished by acts defining the status of these
bodies may, on behalf of the Russian Federation taadconstituent entities of the Russian
Federation, obtain and exercise through their astithe property and personal non-property

rights and duties, to put before the court.

1.4. In accordance with Federal Law No. 131-FZ dd10.2003 “On the General
Principles of Self-management Organization in this$an Federationimunicipality should be
understood as a city or rural settlement, muniaijpstiict, urban district or intercity territory af

city of federal value.

1.5. As has been already noted above, the prowsabmparagraphs 124 and 125 of the
Civil Code of the Russian Federation can be apptedhe conditions and the order of
participation of the Russian Federation, the ctunstit entities of the Russian Federation, and

municipalities in land relations.

2. The provisions of paragraph 2 of Article 2 slibbé considered in interrelation with
the matter of the Constitution of the Russian Faiilem and paragraph Article 5 of the Land

Code of the Russian Federation.

Paragraph 2 of Article 5 of the Code establishet the rights of foreign constituent
entities, stateless persons and foreign legalientio purchase land shares in their ownership are
defined in accordance with this Code, federal laws.

In other words, the provision of Part 3 of Arti@d@ of the Constitution of the Russian

Federation is actually applied to the Land CodéefRussian Federation to foreign constituent



entities and stateless persons. In accordancetlghforeign constituent entities and stateless
persons in Russian Federation benefit from thetsigind perform duties equally with the

citizens of the Russian Federation, except for casstablished by the Federal Law or an
international treaty of the Russian Federation. 3d&m@e rule is actually applied in some cases to

foreign legal entities.

With reference to foreign constituent entitiesfedess persons and foreign legal entities,
their rights to purchase their ownership, leaskwod plots are defined in Articles 15, 22, 28, 30,
35, and 36 of the Land Code of the Russian Federati

In particular, paragraph 3 of Article 15 of the dafode of the Russian Federation
establishes that the listed constituent entitieleg@él relations cannot beneficially own any land
shares in the frontier territories which list istaddished by the President of the Russian
Federation in accordance with the federal lawshenState boundary of the Russian Federation
and in other specifically specified territoriestié Russian Federation in accordance with federal

laws.

According to paragraph 5 of Article 3 of the Fediéiav No. 137-FZ dd 25.10.2001 “On
Implementation of the Land Code of the Russian Fata”, no granting of land plots located
in the specified territories is allowed in ownepshb foreign constituent entities, stateless
persons and foreign legal entities before estaiigtt by the President of the Russian Federation
of the list of frontier territories specified ireinh 3 of Article 15 of the Land Code of the Russian

Federation.

Special conditions are predetermined by Articlef@8he specified Law for farmlands.
Analysis of the legal status of foreign persons atadeless persons is set forth in more detail
when considering the provisions of Article 3 of thdicated Federal Law.

Article 3. The rights of foreign constituent entities, foreign legal entities, stateless
persons, as well as legal entities in the authoridéshared) capital of which the share of
foreign constituent entities, foreign legal entitis, stateless persons constitutes more than 50

percent, to the agricultural land plots

(in ed. of the Federal Law No. 87-FZ dd 18.07.2005)

Foreign constituent entities, foreign legal entitis, stateless persons, as well as legal

entities in the authorized (shared) capital of whib the share of foreign constituent entities,



foreign legal entities, stateless persons constiag more than 50 percent, may possess the

agricultural land plots on a leasehold basis only.

Comment

Persons listed in Article 3 of the commented Fddeaav (foreign constituent entities,
foreign legal entities, stateless persons, as aglthe Russian legal entities in the authorized
(shared) capital of which the share of foreign tituent entities, foreign legal entities, stateless
persons constitutes more than 50 percent) may gessgicultural land ploten a leasehold
basis only The former edition of the Law also containedrailgir provision with respect to the
share in the right of common ownership to agriqaltiand plots.

Article 3 has practically fixed the provision of thale 8 of the Federal Law No. 137-FZ
dd 25.10.2001 “On Implementation of the Land Coflehe Russian Federation” pursuant to
which foreign persons and stateless persons may own ande the agricultural land plots
solely on the basis of their leasehold.

This approach to the legal status of all aforenoeretil persons was determined by the
legislator proceeding from the economic situatiomhie agrarian sector of the national economy,
from the real possibilities of the Russian citizansl legal entities, and was dictated by the wish
to protect the interests of the Russian commodiydpcer and to provide relatively equal
conditions for competition with foreign capital ¢wy the transition period of reform of the

agrarian sector of the Russian economy.

At the same time, the necessity to attract foramrestments into agriculture forced
legislators to make some changes to the Law putsteamvhich the shares in the right of
common ownership were withdrawn from Article 3. Shwas removed the ban on foreign
persons to purchase their ownership shares thé afgtommon ownership to agricultural land

plots.

Thereby the fact that a foreign person may purchiasés ownership any number of
shares the right of common ownership of an agticaltland plot,except for one shareas the
purchase of all holding of shares in the right omeon ownership should be followed by
registration of the land share in the ownershipl iams not allowed by the commented Law, will
serve as the original limiter for the settling lmydign persons of transactions with agricultural

land.



Article 4. Limiting of sizes and requirements to tte location of agricultural land
plots

1. The minimum sizes of newly formed agricultural &nd plots may be established by
the laws of a constituent entity of the Russian Fedation in accordance with the

requirements of the Russian Federation laws on lanténure.
(in ed. of the Federal Law No. 113-FZ dd 07.07.20p3

No settlement of transactions with agricultural lard plots is allowed, if such
transactions result in formation of new land plots which sizes and location do not

correspond to the requirements established by thiarticle.

No allotment of a land plot against a share (sharg¢sin the right of common
ownership to a land plot from atrtificially irrigate d farmland and (or) drained areas is
allowed, if the size of the specifically allocatedon terrain) land plot is less than that
established by the constituent entities of the Russ Federation pursuant to the
requirements of the Russian Federation laws on lantenure limiting minimum size of the

land plot for artificially irrigated farmlands and (or) drained lands.
(in ed. of the Federal Law No. 113-FZ dd 07.07.20p3

The requirements of this paragraph do not include ases of a land plot allocation
against a share (shares) in the right of common ovenship to a land plot for retaining a
personal subsidiary share or farming, if their primary activity is gardening, vegetable
growing, floriculture, wine growing, seed-growing,poultry farming, beekeeping, fishery or
other activity with a view to agricultural producti on manufacture with technology allowing
use of land plots which sizes are less than the nmmum sizes of land plots established by

the laws of the constituent entities of the RussialRederation.
(the paragraph is introduced by the Federal Law N0o113-FZ dd 07.07.2003)

The requirements of this paragraph do not include édrmed land plots with a view to
their withdrawal, including through repayment, for State or public requirements and (or)
the subsequent change of the end use of land on thasis of the approved certificates on
selection of land plots for construction and the mterials of the preliminary coordination
of the locations of facilities and (or) the territaial planning documents, the territory layout

documentation and land management documentation.



(paragraph introduced by the Federal Law No. 172-FZdd 21.12.2004)

2. The maximum size of the total area of farmlandsvhich are located in the
territory of a metropolitan region and can be ownedby a citizen and (or) a legal entity is
established by the law of a constituent entity ofnie Russian Federation equal to no less
than 10 percent of the total area of the farmlanddocated in the specified territory at the

time of granting and (or) purchasing of such land fots.

(paragraph 2 in ed. of Federal Law No. 87-FZ dd 187.2005)

Comment

1. Paragraph 1 of Article 4 of the commented Fddeaw establishes that the minimum
sizes for new agricultural land plots are establishy the constituent entities of the Russian

Federation in accordance with the requiremente®Russian Federation laws on land tenure.

It is necessary to bear in mind in this case th&tesd of Federal Law No. 78-FZ dd
18.06.2001 “On Land Tenure”.

The laws on land tenure refer to land fragmentatistiip farming, wedging-in,
interspersion (location of a new share within arstéxg one), land faraway (location of plough-
land faraway from the farmer’s residence), and bneakage (location of share borders under
acute angles) to the defects of land tenure. Thenwented Law forbids settlement of any
transactions with land shares which may resulthi appearance of specified defects of land

tenure.

The law also forbids the allocation of a land phgiinst a land share from artificially
irrigated farmland and (or) drained lands, if theesf such a plot proves less than the minimum
size established by the laws of a constituent yewnfitthe Russian Federation for the land plot

from artificially irrigated farmland and (or) drad lands.

The listed provisions of the commented Law are emm@ly important to prevent
formation of land plots which use is not permittadagriculture from a technological point of
view. The experience of foreign countries shows hypeat are the expenses and the efforts

directed towards the consolidation of land, if suetjuirements are not complied with.

The last indent of paragraph 1 of Article 4 of ltew establishes an exception to the
general rule. In accordance with the specified mdée requirements with regard to the

minimum sizes do not extend to cases of a land gllotation against a share (shares) in the



right of common ownership to the land share fomirehg a personal subsidiary share or
farming, if their primary activity is gardening, getable growing, floriculture, wine growing,
seed-growing, poultry farming, beekeeping, fishaerpther activity with a view to manufacture
of agricultural production using technology alloginse of land plots which sizes are less than

the minimum sizes for land plots determined byaggl laws.

2. No limitation is directly provided for by Artiel4 of the considered Federal Law as to
the maximum area of land plots which may be owngd Iperson. An analysis of world-wide
experience allows to draw the conclusion that ltniins of the maximum sizes of land plots are
basically imposed in countries with an existing tacghortage in farmland while there is
sufficient demand in the land market and other estdte. At the same time, proceeding from the
reasons of necessity to form a competitive enviremnmn the agricultural production sector, the
legislator provides the constituent entities of Bessian Federation in paragraph 2 of Article 4
of this Law with the right to establish the maximwime of the total area of agricultural land
plots which are located in the territory of a mupat area and may simultaneously be owned by
a citizen and (or) a legal entity specified in pmegph 2 of Article 4 of the commented Federal

Law.

Thereby the limits fixed by the commented Law inishha constituent entity of the
Russian Federation has the right to impose linoitetiare defined in order to promote the
formation and development of large agricultural amigations. A constituent entity of the
Russian Federation has the right to establish #yanv, the maximum limit of the area of
farmland which may be owned by a citizen and (degal entity equal to no less than 10 percent
of the total area of farmland within a metropoliteegion at the time of granting and (or)
purchasing of land plots, i.e. the maximum size maage from 10% to 100% of the total area of
farmland within a metropolitan region. In practitee constituent entities of the Russian
Federation determined it within various limits:timee Novgorod Region — 35%, in the Saratov

Region — 25%, in Krasnodar Territory and in the bng Region — 10%.

It should also be taken into consideration thaspant to Article 19of the Law, in the
case where a constituent entity of the Russian rAéde does not adopt a regional law
establishing the minimum sizes of land plots predidor in paragraph 1 of Article 4 of the Law
on the day of coming into force of the commenteddral Law, such minimum sizes are equal to
the minimum sizes established in accordance witiclar33 of the Land Code of the Russian
Federation for farming. As to the maximum sizestbize is established as being equal to 10
percent of the total area of farmland within a mjetlitan region, pending adoption of the

regional law.



Article 5. Obligation of the person to alienate thdand plot from farmland or shares
in the right of common ownership to an agriculturalland plot which cannot be owned by
him/her

1. In the case where, on the bases allowed by laavperson has in his/her ownership
an agricultural land plot or a share in the right of common ownerslp to an agricultural
land plot, and it entails infringement of the requrements of Article 3 and (or) paragraph 2
of Article 4 of this Federal Law, a land plot (a pat of the land plot) or share should be
alienated by the owner. The alienation of a land plt or a share in the right of common
ownership to an agricultural land plot purchased before this Federal Law comesio force
should be executed within a year from the date thiBederal Law comes into force. The land
plots or shares in the right of common ownership tan agricultural land plots purchased
after this Federal Law comes in to force are subjedo alienation within a year from the
date of accrual of the property right to these landplots or the property right to shares in
the right of common ownership to the land plot. Inthe case of alienation of these land plots
or shares in the right of common ownership to an agcultural land plot to a constituent
entity of the Russian Federation or, in cases detained by law of a constituent entity of
the Russian Federation, to a municipality, the preogative right to draw up a lease
agreement for these land plots or land plots allo¢ad against land shares belongs to the

persons executing the alienation of these land pbbr land shares.
(in ed. of the Federal Laws No. 113-FZ dd 07.07.280No. 87-FZ dd 18.07.2005)
The paragraph became invalid. - Federal Law No. 8FZ dd 18.07.2005.

In the case where the owner infringes the requirermgs of Article 3 and (or)
paragraph 2 of Article 4 of this Federal Law and donot execute during the term
established by this paragraph the alienation of thdand plot or a share in the right of
common ownership to the agricultural land plot, the official body charged with State
registration of the rights to real estate and tranactions therewith is obliged to notify
thereof in writing within ten days the public authority of the constituent entity of the

Russian Federation.
(in ed. of the Federal Laws No. 113-FZ dd 07.07.280No. 58-FZ dd 29.06.2004)

2. The public authority of the constituent entity d the Russian Federation is obliged,

within a month from the date it became known abouthe infringement of the requirements



of Article 3 and (or) paragraph 2 of Article 4 of this Federal Law, to apply to the court to
compel the owner to a public sale (tenders, auctish of the land plot or a share in the right

of common ownership to the agriculturalland plot.
(in ed. of the Federal Law No. 113-FZ dd 07.07.20p3

3. In the case where no person expresses the dedwepurchase the land plot or a
share in the right of common ownership to the agrigltural land plot, this land plot or this
share should be purchased by the constituent entitgf the Russian Federation or, in cases
determined by the law of the constituent entity ofthe Russian Federation, should be

purchased by a municipality at the market cost exigng in that territory.

(paragraph 3 in ed. of the Federal Law No. 87-FZ dd.8.07.2005)

Comment

1. Paragraph 1 of Article 5 of the commented Fddemav contains the requirement to
the persons who have in their ownership land ptotdand shares and thereby infringe the
provisions of Article 3 and (or) paragraph 2 ofiéleg 4 of the considered Law to alienate the

land plot, parts of land plots or land shares.

It should be recalled that in accordance with Aeti®8 of the Law, foreign persons may
possess land plots solely on a leasehold basisagRgah 2 of Article 4 establishes the
requirements limiting (maximum) sizes of land platisich may be owned by citizens and legal

entities.

The term “have” applied in paragraph 1 of Articl®fsthe Law means that the land plot
or the land share has passed into the ownershilpeoperson as a result of a civil transaction,

including by way of inheritance.

In the case where a land plot has passed intowherghip of a person from those listed
in Article 3 of the Law, this person should alien#ite land plot. A citizen or a legal entity can

also renew the land plot on a leasehold basis.

In the case where a person owns a land plot whieh exceeds the limited (maximum)
size of the area for the land plot established bgrestituent entity of the Russian Federation, this

person is obliged to alienate the part of the laliotl which exceeds the limited size.

The commented Law establishes the term during whl@nation should be executed.

Thus land plots (land shares) purchased beforecdhsidered Law comes into force should be



alienated within a year from the date it comes fotoe. Land plots (land shares) purchased after
the Law comes into force are subject to alienatuithin a year from the date of accrual of the
property right to these land plots or the propeatghts to shares in the right of common

ownership to the land plot.

It should be noted that transactions settled after Law comes in to force in
infringement of the requirements of Article 4 arensidered void from the time of their

settlement.

It is also important to note that, in order to ameme diligent conduct of owners of land
plots or owners of shares in the right of commomesship to land plots in cases listed above,
the legislator included in paragraph 1 of Articlea5orovision pursuant to which, in cases of
alienation of land plots or land shares to a ctustit entity of the Russian Federation or, in
cases determined by law of the constituent enfitthe Russian Federation, to a municipality,
the persons alienating these land plots or landeshaenefit from the prerogative right to draw

up a leasehold contract of these land plots or $nadles allocated against land shares.

2. The control functions for observance of the negments of Article 5 are assigned by
the considered Law to the establishments of justieged with State registration of the rights
to real estate and transactions therewith. The beders establishments of justice to inform
within ten days in writing the public authority thfe constituent entity of the Russian Federation
of the facts of infringement of the requirementsAdiicle 3 and (or) paragraph 2 of Article 4 of
this Law. The public authority is obliged in tumithin a month from the date of receiving the
corresponding information from the establishmenjusfice, to apply to the court to compel the

owner to a public sale of the land plot (land share

3. It is evident that, as a result of public séaémder or auction) there may be a situation
when no buyer of a land plot (land share) will mm@unced. In this case, in accordance with
paragraph 3 of Article 5 of the considered Law ¢bastituent entity of the Russian Federation
or, in cases determined by the law of the congstitientity of the Russian Federation, the
municipality is obliged to purchase the land plotamd share at the market price existing in the
territory. A former provision set forth the obligatt to purchase the land plot (land share) at the
initial price of the subject of the tender, proddéat it does not exceed the market cost existing
in that territory. In the case where the initialcprof the subject of the tender established by the
proprietor exceeds the market cost, the constitagtity of the Russian Federation or, in cases
determined by the law of the constituent entitytloé Russian Federation, the municipality
purchases the land plot or a share in the rigkbaimon ownership to the land plot at the market

price.



The described changes are connected with the ioteat the legislator not to admit any
infringement of the rights of the diligent subjeaft the turnover of farmland purchasing the
property right to the land plot or a share in tight of the common ownership to the agricultural
land plot on a legal basis, as in this case theifspe subject has no right to make a decision on
expediency to draw up the sales contract, anchiegdsts as those of the weaker party in the

legal relationship should be protected by law.

It is evident that this obligation to purchase tat8 or public ownership the above-norm
hectares will be of great importance when basingth®y constituent entity of the Russian
Federation of the established limiting size of idred share ared.he greater the limiting size,

the less land plots will have to be purchased.

In connection with the aforesaid, we should constde matter connected with sources

of financing for purchasing land in State or pulaienership.

Article 31 of the Budget Code of the Russian Fetitamaestablishes a principle of

independence of budgets.

The principle of independence of budgets meandudinty the right of the legislative
(representative) and executive governmental bodres local government institutions on the
corresponding level of the budgetary system ofRlgsian Federation to independently carry
out the budgetary process and the right of theipaithorities and local government institutions
to independently define the directions for spendimgmeans of corresponding budgets.

Article 86 of the Budget Code of the Russian Fetitmmadefines the charges financed
exclusively from the budgets of the constituenttes of the Russian Federation which structure
includes the obligations connected with the fororatf State property of the constituent entities
of the Russian Federation;

Thus, sources of financing of the charges of thestment entities of the Russian
Federation connected with the purchase of farm&alild be defined in the law on the budget

of a constituent entity of the Russian Federatmrttie corresponding fiscal year.

In accordance with the considered Law, the rightptwchase lands is given to the
constituent entities of the Russian Federation. specified above, charges connected with
formation of State property of the constituent tgntf the Russian Federation are subject to
financing exclusively from the budgets of the cep@nding constituent entities of the Russian
Federation.

The Law on Budget of the Russian Federation mayud®c Articles providing for

monetary resources to purchase by the constituities of the Russian Federation of farmland



only in the case of granting budgetary credithdonstituent entities of the Russian Federation
or granting financial support to the constituentiteas of the Russian Federation, that is not an
obligatory fee which payment is obligatory for thedget of the Russian Federation.

It should not go unnoticed that the matter of yarésponsibility of the State and the
constituent entity of the Russian Federation f& debts of agricultural producers, that is, the
possibility of granting of guarantees due to theanseof the corresponding budgets, as well as
the possibility to secure obligations by the moggaf State-owned property. The specified

relations are regulated now by the budgetary avitlaivs.

Article 115 of the Budget Code of the Russian Fati@n establishes the order of

granting of a State and municipal guarantee, asagdhe requirements to its form and content.

In accordance with the specified Article, the waysecure civil obligations by virtue
thereof respectively the Russian Federation, tmstdaent entity of the Russian Federation or
the municipality — the guarantor gives a writterigddion to be held responsible for fulfilment
by the person given the State or municipal guaeaotets obligations before third parties in full
or in part recognized as a State or municipal guem

Guarantees are given, as a rule, on a competisisis.b

The guarantor under a State or municipal guardmees subsidiary liability in addition

to the liability of the debtor under the obligatignaranteed by it.

The obligation of the guarantor before the thirdtypgrovided for by the State or
municipal guarantee is limited to payment of a storresponding to the amount of obligations

under guarantee.

The guarantor who has fulfilled the obligation bétaddressee of the guarantee has the
right to demand from the latter to compensate thmsspaid to the third party under a State or

municipal guarantee in full, in a manner providedldy the civil laws of the Russian Federation.

Fulfilment of the State and municipal guaranteealldbe reflected in the structure of

budgetary charges as granting of credits.

State-owned property is obtained by a person aa#wrto own and use State-owned
property on behalf of the Russian Federation (sstitient entity of the Russian Federation, a

municipality) in accordance with the civil lawsthie Russian Federation.

Article 6. Compulsory withdrawal and termination of the rights to agricultural land
plots



1. Owners of land plots, land users, land ownerses$sees of agricultural land plots
are obliged to use the specified land plots in acaance with the end use of this category of
land and authorized use in a manner which should rtaesult in any harm to the land as a
natural object, including not resulting in degradaton, pollution, littering of the land,
contamination, damage, destruction of the fertile @l layer and other negative
(detrimental) impacts of the economic activities.

The amount of harm caused to the environment, inclding land as a natural object,
is defined on the basis of specifications in theeld of environmental protection in
accordance with the Federal Law No. 7-FZ dd JanuarylO, 2002 “On Environmental

Protection”.

2. The compulsory termination of the right of permanent (termless) use, the right of
lifelong inherited possession, the right of gratubus urgent use of an agriculturalland plot
is executed on the bases and in the manner estahksl by the Land Code of the Russian
Federation. The compulsory termination of leaseholdof an agricultural land plot is
executed in accordance with the requirements of theand Code of the Russian Federation

and the Civil Code of the Russian Federation.
(paragraph 2 in ed. of the Federal Law No. 87-FZ dd.8.07.2005)

3. An agricultural land plot may be compulsorily withdrawn from its owner
judicially in the event of inadequate use or non-usin accordance with the end use within a
period of three years. Cases of inadequate use afi agricultural land plot are defined in

accordance with the Land Code of the Russian Fedeian.

The application for compulsory withdrawal of an agricultural land plot from the
owner in the event of inadequate use or non-use eccordance with the end use within a
period of three years is filed with the court by tle State authorities of the Russian
Federation or, in cases determined by the law of &onstituent entity of the Russian
Federation, by the local government institutions.

(paragraph 3 in ed. of the Federal Law No. 87-FZ dd.8.07.2005)

Comment



1. Paragraph 1 of Article 6 of the commented Fddexa contains a provision pursuant
to which the owners, land users, land owners asgeks of agricultural land plots are obliged to
use the land plots in accordance with the end tifesocategory of land.

As has been already noted previously, the mairpga# the agricultural lands are

granted for is agricultural production.

Furthermore, the owners, land owners and land uasersobliged in paragraph 1 to

observe the requirements of “authorized use”.

The term used in Article 7 of the Land Code of Bhessian Federation has been applied
in this case. The authorized use is understooddarCiode as a set of additional requirements to

the mode of land use which may be established bgiabfederal laws.

Paragraph 2 of Article 7 of the Code notes that lang of authorized use from those
provided for by the zoning of territories is chodgnthe owners, land owners and land users

independently, without any additional authorizai@md coordination procedures.

Thereby, both Article 42 of the Code and the comr®d Federal Law oblige the rights
holders to use the share in a manner which shailtiarm the land as a natural object.

Economic activities of the rights holder should mesult in degradation, pollution,
littering of land, contamination, damage or dediauc of the fertile soil layer. The list of
negative consequences of the economic activitigeeofights holders for farmland is still open,
that assumes presence of other requirements araificggons in other special laws. For

example, those of an ecological, sanitary and mygieature.

Federal Law No. 8-FZ dd 10.01.2002 “On EnvironmEeRt@tection”, Federal Law No.
52-FZ dd 30.03.1999 “On Sanitary and EpidemioldgWt&ll-being of Population” and other
laws may be referred to such special federal laws.

The second indent of paragraph 1 of Article 6 & tommented Law reads that the
amount of harm caused to the environment, incluting as a natural object, is defined on the

basis of specifications in the field of environnadrgrotection.

According to paragraph 5 of Article 13 of the La@idde of the Russian Federation, the
Government of the Russian Federation establishescifgmations for the Maximum
Concentration Limit of harmful substances (MCL),rh&ul micro-organisms and other
biological substances fouling soil for estimatidntlte soil condition in order to protect human
health and the environment.



According to Article 1 of the Federal Law 7-FZ d@.01.2002 “On Environmental
Protection”, the specifications of the maximum camtcation limit of chemical substances,
including those which are radioactive, other sulista and micro-organisms are understood as
specifications established in accordance with #tesr of tolerance of chemical substances,
including those which are radioactive, other sulista and micro organisms in the environment
non-observance of which may lead to environmertatamination and degradation of natural
ecological systems. In accordance with paragraphAlticle 21 of the mentioned Federal Law,
the specifications established in accordance witbnical parameters of the environmental
condition, including the specifications of the nmaxim concentration limit of chemical
substances, including radioactive substances,sréfethe specifications of the quality of the
environment. According to paragraph 3 of the sanmtel®, establishment of the specifications
of the quality of the environment takes into acdoilne natural particularities of the territories
and water areas, the purpose of the natural obgecighe natural and anthropogenic objects of
the especially protected territories, including dspecially protected natural territories, as well
as natural landscapes of a special environmenha¢ v&hereby the quality of the environment is
understood as its condition characterized by playsachemical, biological and other rates and

(or) their aggregate.

The substantiation of MCL specifications of cherhisabstances in soil is based on 4
basic rates of harm established experimentally:

a) translocation, describing transition of a substafrom soil in a plant; b) migratory
water, describing ability of a substance transifimm soil in subsoil waters and water sources;
C) migratory air, describing transition of a sulns& from soil in the atmospheric air; d) general
sanitary, describing influence of a contaminant tba self-clearing ability of soil and its

biological activity.

Thereby each method of influence is estimated duadinely with a substantiation of
acceptable content of a substance on each ratarof. hThe least of the proved contents is

limiting and is taken as a maximum concentratiamitli

In accordance with the Federal Law No. 78-FZ dd@2001 “On Land Tenure”, the
soil, geobotanical and other investigations andests are a kind of work on studying the land
condition (Article 9). They are carried out withveew to obtaining information on the land
condition, including soil, as well as with a view tevealing land exposed to water and wind
erosion, mudflows, flooding, bogging, resaltinghgdration, compaction, pollution by waste
products and waste of consumption, radioactive @memical substances, infection and other

negative influences (Article 11). Materials of getd and cartographical works lay the



foundation for carrying out such investigationst{@le 10), and their materials is a kind of land

management documentation (Article 19).

2. Paragraph 2 of Article 6 of the commented Law khareference character. This
paragraph establishes that the right of permanenniess) use, the right of lifelong inherited
possession, the right of gratuitous urgent usencgricultural land plot may be compulsorily
terminated on the bases and in the manner estadlibly the Land Code of the Russian
Federation. In this case it is a question of teedf grounds provided in paragraph 2 of Article
45 and Article 47 of the Land Code of the Russieddfation.

The decision on the compulsory termination of tlyatrof permanent (termless) use and
the right of lifelong inherited possession is taksnthe court in accordance with Article 54 of
the Land Code of the Russian Federation.

The decision on the termination of the right oftgit@us urgent use may be taken under
the parties’ agreement, but in general such agreemeot obligatory, the decision in any case

may be taken individually by the person the lanakstwas granted to.

The compulsory termination of the rights of life¢pmherited possession, permanent
(termless) use, gratuitous urgent use in case dhaaequate use of the land plot should be
preceded by imposing official discipline in the rfoiof a penalty. And the procedure for such
share withdrawal is initiated only in the case wvehé¢he facts of inadequate use are not

eliminated.

In the event of imposing official discipline, theuthorized executive body on
implementation of the State land control simultarsgdyp gives notice of warning regarding the

committed land offences to the person infringingdidaws.

The lease of a land plot may be terminated on #se$ contained in the Land Code of
the Russian Federation (Article 22 and 46) andivd Code of the Russian Federation (Article
450, 451, 619, and 620).

Thus, paragraph 9 Article 22 of the Land Code @& Russian Federation admits a
prescheduled cancellation of a land plot leaseemgeat concluded for a term of more than five
years on demand of the lessor judicially in case slubstantial breach of the land plot lease

agreement by the lessee.

In accordance with Article 46 of the Land Codeltd Russian Federation the lease of a
land plot terminates on the bases and in the mamosided for by the civil laws, as well as

under the initiative of the lessor in case of:



use of the land plot not in accordance with its esd and its belonging to this or any

other category of land,;

use of the land plot leading to an essential dserea fertility of farmland or to a

significant deterioration in environmental condits

failure to eliminate the deliberately committeddamffence expressed in contamination,
pollution, damage or destruction of the fertilel $myer owing to infringement of the rules for the
treatment of fertilizers, plant growth stimulanthiemical weed-killers and (or) pesticides and
other dangerous chemical or biological substandetheir storage, use and transportation

involving injury to human health or the environment

non-use of the land plot intended for agricultyradduction for specified purposes for a
period of three years, if no longer term is est&ldd by Federal Law or the land plot lease
agreement, except for the time necessary to devblpgand plot, as well as the time during
which the land plot could not be used accordingideend use because of acts of nature or in

view of other circumstances excluding such use;

withdrawal of the land plot for the State or puldieeds in accordance with the rules
established by Article 55 of the Code;

requisition of the land share in accordance withrililes established by Article 51 of the

Land Code of the Russian Federation.

As has already been noted, the cases of cancallatithe lease agreement are provided

for in paragraphs 619 and 620 of the Civil CodéhefRussian Federation.

Article 619 establishes the right of the lessodémand a prescheduled cancellation of
the leasehold contract judicially in cases wheee lé#ssee uses the property with an essential
breach of the contract paragraphs or the propertyuse or with numerous infringements or

essentially exacerbates the state of the properthié case the land share).

The basis may also be failure to pay the rentai@ag more than two times successively

after the time of payment established by the cahtra

Article 620 of the Civil Code of the Russian Fediera gives the right to the lessee to
demand a prescheduled cancellation of the leas®gnt judicially in cases where the lessor
does not give the property in the lessee’s usereates obstacles for using the property
according to the contract paragraphs or the prg@ed use. There may be also a situation when
the property transferred to the lessee has defetgtdering with its use which have not been



stipulated by the lessor when making the agreemaedt were not known to the lessee in

advance.

The basis for cancellation may arise, if the propby virtue of circumstances which the

lessee does not bear any liability for proves tinkee condition not suitable for use.

Article 451 of the Civil Code of the Russian Fedieraalso provides for the cancellation
of the agreement in connection with an essenti@ngh in circumstances. A change of
circumstances is considered essential when theg blaanged so much that if the parties could
reasonably have foreseen it, the agreement woulchane been concluded by them at all or

would have been concluded under much different itiomnd.

The parties are discharged of their obligationsancelling the agreement. In the event
of agreement cancellation the obligations are cmmed terminated from the time of making the
agreement between the parties regarding cancellatiothe agreement, if another does not
follow from the agreement, and in the case of ttp@@ment cancellation judicially — from the
time of entering into force of the court decisionoat change or about cancellation of the

agreement.

3. According to paragraph 3 of Article 6 of the cuented Law, the compulsory
withdrawal of a land plot from an owner is possitnleases of inadequate use of such land share

established by the Land Code of the Russian Federat

In this case, the considered Law suggests applyitige law-enforcement practice those
cases of the inadequate use of land plots gramegoermanent (termless) use and lifelong
inherited possession which are provided for in subgraphs 1), 2), 3), and 4) paragraph 2 of
Article 45 of the Land Code of the Russian Fedemati

It is also necessary to pay heed to the provistbmaragraph 1 of Article 13 of the Land
Code of the Russian Federation listing the dutfékeproprietors of land plots, land owners and

lessees on carrying out of actions within the knait land protection.

And, certainly, it should not be forgotten that Bl Code of the Russian Federation
(Article 284, 285, 286) provides for the possililif withdrawal of a land plot from an owner in
cases where a land plot intended for agriculturatpction is not used for the corresponding
purposes for a period of three years or if the lplad is used with gross violation of the rules of
rational land use established by land laws, inclgdvhen the land plot is not used in accordance
with its end use or its use leads to an esserg@edse in fertility of farmland or to a signifitan

deterioration in ecological conditions.



The changes brought by the Federal Law No. 87-FZ81@7.2005 in the text of Article 6
of the Federal Law «On Turnover of Agricultural ldsii included in the number of the bases for
withdrawal of an agricultural land plot, besides thadequate use, non-use of the specified land
plot according to its end use for a period of thyears, which seems justified in the context of
the requirements of Article 284 of the Civil Codetlbe Russian Federation, as non-use of an
agricultural land plot in accordance with its ers# @ntails withdrawal of the specified land plot

from the turnover.

The decision on termination of the owner’s rigldsah agricultural land plot is taken in
the listed cases by the court in order establidhedrticle 54 of the Land Code of the Russian
Federation.

The application for a compulsory withdrawal of thed plot from the owner is filed with
the court by the State authorities of the RussiegeFation or, in cases determined by the law of
a constituent entity, by the local government bdtghall be noted that the former edition of the
Law provided for that the public authority of thenstituent entity or the local government body
could file the application with the court only inet case where inadequate use of the land plot
entailed environmental impact, including damagéhland as a natural object. However now,
according to changes brought by the Federal Law8Y¥e-Z dd 18.07.2005 in paragraph 3 of
Article 6 of the Law, the approach of specified sequences is not required for reference to the
court in case of non-use of the land plot accordmngs end use, as well as in the event of its
inadequate use. These changes seem to be jus#igde old edition of the Law practically
ordered to the authorized bodies of the governrmoetdcal government to wait for the specified
above consequences and only thereafter to seelrsecto the law, whereas the purpose of such
reference should be first of all the preservatibthe natural properties of the land plot.

Article 7. Mortgage of agricultural land plots

Mortgaging of agricultural land plots will be performed in accordance with the
Federal Law No. 102-FZ “On Mortgage (Pledge of Immeaable Property)” of July 16, 1998.

Comment
1. According to Article 7 of the Federal Law beimgmmented on, mortgage of

agricultural land plots will be performed accorditgy the Federal Law No. 102-FZ “On

Mortgage (Pledge of Immovable Property)” of July 1898.



This norm has been formulated according to Artg3d of the Civil Code of the Russian
Federation, specifying that the mortgage of lanotspls regulated by the Federal Law “On
Mortgage (Pledge of Immovable Property)” (furthethe Mortgage law).

Along with that, Article 63 of the Mortgage law gjffeed, that according to the mortgage
agreement any land plots may be mortgaged, exgutim land plots being in state or municipal
ownership, as well as farmlands being part of tned$ of agricultural organizations, farm
households (farming enterprises) and land plofgeo$onal subsidiary land shares in fields. As a
result of approving the Federal laws on “Transfiefgricultural Lands”, “On Farm Household”
and “Personal Subsidiary Farming” in the years 6022003, where no prohibition for
mortgage of farmlands was established, in 2004Sthge Duma approved the Federal Law No.
1-FZ “On Amending the Federal Law on Mortgage (Bkedf Immovable Property)” of
05.02.2004, cancelling the prohibition for the ngading of farmlands.

Simultaneously amendments were introduced, estatdjghe peculiarities for mortgage
of farmlands.

According to Article 334 of the Civil Code of theuBsian Federation a mortgage is a
pledge of immovable property.

Immovable property relates to properties, specifregaragraph 1 of Article 130 of the
Civil Code of the Russian Federation. Accordinghite abovementioned Article real items (real
estate, immovable property) relate to shares afdasubsoil shares, detached water bodies and
anything substantially related to land, i.e. olgectlocation of which is not possible without
disproportionate damage to their purpose, includorgsts, perennial plantings, buildings and
structures.

The subject of mortgage may be a land plot, theldrsrof which have been determined
in kind and the rights, registered using the pracesl, established by the civil legislation.

The volume of loan may not depend on the cost o#l, lgpledged for securing the
discharge of obligations after a credit agreem&nte the pledger may offer as security not only
the land, but also other property.

It the case where it deals with the valuation d¢érad plot during the drawing up of the
pledge agreement, then, according to Article Shheflaw on mortgage, valuation of the mortgage
subject will be determined according to the ledistaof the Russian Federation after agreement
between the pledger and the pledgee, with observafiall the requirements of Article 67 of the
law on mortgage concerning mortgage of a land floereby it is necessary to bear in mind the
fact, that Article 63 of the Mortgage law does adinit the mortgage of land plots in state or

municipal ownership.



To date, valuation of the property for the purposkarranging the deals with it will be
performed according to the Federal Law No. 135 “@aduation Activities in the Russian
Federation” of 29.07.1998. In particular, ArticleoRthis law specifies that this law defines the
legal basis for regulation of the valuation actestregarding the objects of valuation owned by
the Russian Federation, constituent entities of Rassian Federation or a municipal entity,
natural and legal persons for the purposes of gimgrthe deals with valuation objects.

In the case where the regulatory legal act comntginthe requirements for obligatory
valuation of any valuation object or an agreementviluation of a valuation object does not
define a specific type of the valuation object’duea the market value of this object will be
subject to determination (Article 7 of the Law “Ovialuation Activities in the Russian
Federation”).

The period for providing the credit funds is a tesfragreement subject to coordination
between the parties concluding the agreement (Ar8d9 of the Civil Code of the Russian
Federation).

For some time the State Duma has been discussingdbe of necessity to license the
lending agencies providing credit through the magtgof land.

To date, subject to licensing are the activitiesyyng out of which on the territory of
the Russian Federation requires obtaining a licagserding to the Federal Law No. 128 “On
Licensing of Certain Types of Activities” of 08.@801.

Subject to licensing is the activity of lending agies irrespective of types of securing
the obligations after a credit agreement. Herand khare is just one of the types of securing the
obligations.

According to civil legislation the owner of a laptbt may assume the role of a pledger.
Besides, according to Article 335 of the Civil Caafethe Russian Federation a debtor himself,
as well as a third person may assume the roleptdédger. For example, an organization having
a property by right of operating control. Thereleg@ding to paragraph 2 of Article 295 of the
Civil Code of the Russian Federation such an omgdiain has no right to transfer the real estate
belonging to it by right of operating control imwortgage without the owner’s consent.

The law on mortgage regulates in detail all thecpdures for pledging land, including
procedures for execution of a levy on a mortgaged plot.

Thus, Article 51 of the Law'On Mortgage (Pledge of Immovable Property)”
establishes that levies according to the request pledgee will be executed on the property
mortgaged after the mortgage agreement after thet atecision, excluding cases, where
according to Article 55 of the law on mortgagesfattion of such requests will be permitted

without applying to court.



Article 55 of the Law'On Mortgage (Pledge of Immovable Property)” contains the
list of property on which no levies may be execugdtept by court decision, among which an
agricultural land plot is indicated. Thereby acaogdto paragraph 3 of Article 54 of the given
law, in case of having reasonable excuses the basrthe right to adjourn executing a levy on
agricultural lands for 1 year. Execution of a lewy agricultural lands will be performed
according to the Federal Law No. 119 “On ExecuBvecedure” of 21.07.1997.

According to Article 350 of the Civil Code of theuBsian Federation, the sale of the
mortgaged property on which a levy is being exetwdl be performed by selling through
public auctions and using the procedures estaldishyethe procedural legislation, except as
otherwise provided by the law.

According to Article 62 of the Law “On Executived@edure” property auctions will be
organized and held by special organizations, edtitb conduct operations with real estate, with
which a corresponding agreement has been concléaeduction should be held within a two-
month period after the date of receiving a corredgptg request by the specialized organization
from the baliliff and executor of justice.

Paragraph 2 of Article 350 of the Civil Code of fRassian Federation also establishes,
that, at the pledger’'s request, the court hasritiig to adjourn the sale of the mortgaged
property from the public auction in the decision eecuting a levy for a period of up to one
year. Adjournment does not affect the rights antledwf parts after the obligation, secured by
the mortgage of this property and does not freedti®or from payment of damages and forfeit
to the mortgagee, which have increased during #mog of adjournment. Adjournment or
extension for execution of judicial acts, chanding methods and procedures for their execution
will also be performed according to the Law “On Eixiéve Procedure”. According to Article 18
of this law and in case where the circumstance® awhich prohibit the fulfilment of execution,
the bailiff and executor of justice at his own i@iive or after a request from parties, as well as
the parties themselves, have the right to apptpéocourt or to another body, which has issued
the writs of execution, with a request to adjourrertend its execution, as well as change the
methods and procedures for execution.

According to paragraph 3 of Article 68 of the Matg law, execution of a levy on a
mortgaged agricultural land plot is not permittgrta the end of the agricultural works, taking
into consideration the time necessary for selling produced or produced and manufactured
agricultural products (up to November 1, in casertiortgage agreement does not provide for a
different date).



Chapter Il. PECULIARITIES OF TURNOVER OF AGRICULTUR AL
LAND PLOTS

Article 8. Purchase and sale of an agricultural lad plot

1. When selling an agricultural land plot of a constuent entity of the Russian
Federation or in cases determined by the law of aoastituent entity of the Russian
Federation, a municipal entity has a prerogative ght to purchase such a land plot at the
price it is being sold, except in cases of sale fropublic auctions.

(in wording of the Federal Law No. 113-FZ of 07.02003)

2. The seller of the agricultural land plot has tosubmit a written notification to the
superior executive body of the state authority of aconstituent entity of the Russian
Federation, or in cases determined by the law of &onstituent entity of the Russian
Federation, the local authority, on his/her intenton to sell the land plot by specifying the
price, the area, location of the land plot and thegerm at the end of which reciprocal
payments have to be made. The term for making recipcal payments for such deals cannot
exceed more than ninety days.

(in wording of the Federal Law No. 87-FZ of 18.07@05)

The notice will be delivered against receipt or sdénby a registered letter with
acknowledgement of receipt.

3. In the case where a constituent entity of the Rigian Federation or a municipal
entity (according to the law of a constituent entiy of the Russian Federation) refuses the
purchase or does not inform the seller in writing dthe intention to purchase the land plot
being sold within thirty days after delivering the notice, the seller reserves the right within
one year to sell the land share to a third persontdhe price, not less than mentioned in the
notice.

(in wording of the Federal Law No. 87-FZ of 18.07@05)

When selling a land plot at the price which is lowmethan the previously declared
prices or with changing other essential conditionsf the agreement, the seller is obliged to
send a new notice according to the regulations sey the current article.

4. A deal on selling a land plot arranged with viation of the pre-emptive right will
be void.

(paragraph 4 in wording of the Federal Law No. 87-F of 18.07.2005)

Comment



1. The Article being commented on regulates procedures of selling an agricultural
land plot in cases where its owner plays the partfdhe seller(citizen, legal person or tenants
in common ownership), though the Article says najhébout the necessity for the seller to be
the owner of the land plot. This arises from thateats of paragraph 1 of Article 260 of the
Civil Code of the Russian Federation, where itpecsfied, that the persons having a land plot in
their ownership have right to sell, grant, transféo mortgage or lease and dispose of it in any
other way (Article 209), since based on the lawe torresponding land has neither been
excluded from the turnover, nor been restrictedhigir turnover. Therefore, the decision on
selling a land plot may be taken by a citizen fia tase where the right of ownership to a land
share has been registered to this citizen), a lpgedon’s authorities according to the legal
person’s statutes or constituent instruments (se dhe right of ownership to a land share is
registered to this legal person), or tenants inroom ownership by agreement between all the
co-owners at registration of the common ownersAigi¢le 246 of the Civil Code of the Russian
Federation) and by agreement between all the cemnat registration of common ownership
(Article 253 of the Civil Code of the Russian Featem). Furthermore, sale of a land plot on
behalf of its owner may be performed by anothes@eron the basis of a power of attorney,
guardianship or trusteeship (Articles 32, 33, 36d 485 of the Civil Code of the Russian
Federation). In Article 8 of the current FederamwLthe abovementioned persons have been
referred to as adnd plot seller”.

Procedures for selling an agricultural land plot béng in state or municipal property
have been defined in Article 10 of the current Fadeaw and they differ from the procedures
for selling a land plot being in private ownership.

By the Decree of the Ministry of Property of thesRian Federation No. 3070-p dd
02.09.2002 (registered by the Ministry of Justidetlte Russian Federation No. 3833 of
03.10.2002)exemplary forms for decisionsof public authorities on allotment of land plots
being in state or municipal ownership into owngrsipermanent (termless) use, gratuitous
limited use, leaseas well as exemplary formsof sale contracts, gratuitous limited use
agreements and lease agreements of these landhplaseen approved .

According to paragraph 3 of Article 3 of the Landde of the Russian Federation,
settlement of transactions with land plots is ratpd by civil legislation, except as otherwise
provided by land laws, forest regulation, water esodubsoil regulations, environmental
regulations and special Federal laws.

Based on this regulation, it is evident, thatade contract for a land plot should be
concluded observing the regulation®f articles 454-491 and 549-557 of the Civil Caddhe



Russian Federation and peculiarities establishedrbgle 37 of the Land Code of the Russian
Federation, by Articles 3, 8, and 10 of the Fedeaal considered.

Peculiarities established by the Land Code of theskn Federation (absent in the civil
legislation) are aimed to protect the buyer ofrallplot:

1) it is permitted to sell only those land plots, Wwich have passed the state cadastral
registration according to the Federal Law No. 28-FZ of 02.002@0n State Land Cadastre”;

In order to perform the state cadastral registnatibe owner of the land plot or the
person authorized by him, in the case where thisgmehas power of attorney, submit an
application to a district branch oRosnedvizhimost appending the title deeds for a land plot
(listed in paragraph 9 of Article 3 of the Feddralv “On Implementation of the Land Code of
the Russian Federation”) and documents on landegurg on a land plot. The requirements for
execution of applications and the application fotmve been approved by order of
Roszemkadastr No. I1/115 of 13.06.2001 (registered by the Ministry o$tice of Russia at No.
2757 of 20.06.2001), and the requirements for et@tuwof instruments on land-surveying,
presented for state cadastral registration of lphats have been approved by order of
Roszemkadastr No. I1/327 of 02.10.2002 (registered by the Ministry o$tice of Russia at No.
3911 of 13.11.2002). Methodical recommendationspienforming land-surveying of the land-
utilization objects, have been approved by the HefaBoszemkadastr, Mr. S.I. Sai (without
number), on 17.02.2003. According to paragraph Artitle 19 of the Federal Law “On State
Land Cadastre” the state cadastral registration el performed within one month and
according to paragraph 8 of Article 19 of the sdregleral Law no registration fee will be
payable for cadastral registration.

2) the seller has no right to lay down conditions opossible repurchase of the land,
on limiting the buyer to carry out further actidios disposal of the land plot and exemption from
liability in case of claims laid on the land plot third parties;

3) in case the seller has presented deliberatebpgvmformation on the land plathe
buyer reserves the right to demand an increase ithe purchase price or annulment of the
sale contractand reimbursement for sustained damages.

The Federal Law being commented imtroduced two more additional conditions
regarding the sale and purchase of agricultural {#ats

1) a constituent entity of the Russian Federatiomaases determined by the law of a
constituent entity of the Russian Federation, aioipal entity, will be granted a prerogative
right to purchase such a land plot at its sale, excluding caseslefat public auctions (Articles
1 and 8);



2) foreign citizens, foreign legal persons, stael@ersons as well as Russian legal
persons, the share of foreign citizens, foreigrll@grsons and stateless persons in the statutory
(share) capital of which exceeds 50 percent (At&)lcannot be buyers of a land plat

2. In cases of selling the land plot at public &g, a constituent entity of the Russian
Federation or any municipal entity does not have-gmptive rights of purchase, since the
agreement will be concluded with the winner of dluetion (Article 447 of the Civil Code of the
Russian Federation). The higher executive bodyefstate authority of a constituent entity of
the Russian Federation or municipal entity mayiggete in public auctions with other buyers
on a common basis. The sale from a public aucteompassible, for example, in cases of
execution of a levy on a land plot (Article 277tbé Civil Code of the Russian Federation), or
sale of the mortgaged land plot (Article 350 of @igil Code of the Russian Federation).

3. In the Article being commented on, not only tmatents of the pre-emptive right to
purchase a land plot by a constituent entity of Russian Federation or a municipal entity is
defined, but also the procedures for executingfilgist. The seller of the agricultural land plot
has to submit written notification (the notice wile delivered against receipt or sent by a
registered letter with acknowledgement of recetptthe higher executive body of the state
authority of a constituent entity of the Russianlération or in cases determined by the law of a
constituent entity of the Russian Federation, tdoall authority, on the intention to sell the land
plot by specifying the price, the area, locatiorthad land plot and the term at the end of which
reciprocal payment should be effected. Contentthefnotice is specified by tremendment
introduced into the Article being commented on in dly 2005, since the laws of the
constituent entities of the Russian Federation eehpesenting the unreasonably large list of
instruments regarding the land plot, which is diift to collect, subsequently leading to a
sudden stop in the land market.

Simultaneously the Federal Law specified the teom rhaking reciprocal payments,
which cannot exceed 90 days. This means that thtiem@ty which has reached a decision to
purchase a land plot, is obliged to settle accowitlkin the term specified and missing the
deadline is a refusal from pre-emptive right toghaise a land plot.

4. As against Article 250 of the Civil Code of tReaissian Federation the absolutely
different procedures have been established inaebleing commented on, in order to protect
the pre-emptive right to purchase a land plotad¢izording to civil legislation in cases of breach
of the pre-emptive right to purchase, it is possitd legally demand the transfer of rights and
obligations of the buyer to oneself, then accordmgaragraph 4 of the Article considered, such
a deal is considered null and void by act of lawtheut considering it as such by the court
(Articles 166 and 168 of the Civil Code of the Rasg~ederation).



Article 9. Lease of agricultural land plots

1. Agricultural land plots, which have passed thetate cadastral registration, as well
as land plots being in common ownership may be traferred to lease.

2. In cases of transferring a agricultural land pld being in common ownership into
lease, the lease agreement for such a land plot Wie concluded either with tenants in
common ownership, or with a person, acting on thedsis of powers of attorney, issued to
this person by tenants in common ownership and wiissed by an official of the local
authority or notarised.

(paragraph 2 in wording of the Federal Law No. 87-E of 18.07.2005)

3. A lease agreement for a agricultural land plot ray be concluded for a period not
exceeding forty-nine years.

Indent lost validity. - Federal Law No. 87-FZ of 1807.2005.

The minimum term for the lease of a agricultural land plot will be established by the
law of the constituent entity of the Russian Fedet@n, depending on the permitted use of
farmland transferred to lease.

(indent introduced by the Federal Law No. 87-FZ 0fL.8.07.2005)

4. The lease agreement for lease of a agriculturknd plot may provide for transfer
of the land share leased into the lessee’s ownerglat the end of the term of lease or prior
to its end, on condition that the lessee pay the lfurepurchase price stipulated by the
agreement, taking into consideration the peculiaries, established by Articles 8 and 10 of
the current Federal Law.

5. Except as otherwise provided by the law or theehse agreement, at the end of
currency of the lease agreement the lessee, who ltady carried out his/her obligations, has
a prerogative right, along with other equal conditons, to conclude a lease agreement for a
new term.

6. The area of the agricultural land plots simultareously leased by one lessor will not
be limited.

7. Lost validity. - Federal Law No. 87-FZ of 18.02005.

8. Within the term of currency of the lease agreems, in cases where the lessee
transfers the leasehold interest to a land plot it mortgage, no consent of the tenants in
common ownership is necessary, except as otherwigsovided by lease agreement for a
land plot.

(paragraph 8 introduced by the Federal Law No. 87-E of 18.07.2005).



Comment

1. Paragraph 1 of Article 9 of the law being comtadron establishes the requirement
for making the transfer of agricultural land plotgiich have passed the cadastral registration
according to the lease agreement possible.

According to Article 128 of the Civil Code of theu&sian Federation, the objects of the
civil law are items, including money and securitiether property, including property rights;
works and services; information; results of inteilal activity, including exclusive rights to
them (intellectual property); non-material benefiscording to Article 130 of the Civil Code of
the Russian Federation a land plot is an immoviddxe.

The notion of a land plot is given in Article 6 tiie Land Code of the Russian
Federation, which states that a land plot as aecblojf land relations is a part of ground surface
(including the topsoil), the borders of which haween described and certified in accordance
with established procedures.

Article 7 of the Federal Law No. 28-FZ “On StatendaCadastre” of 02.01.2000
specifies that the land plots located on the tawribf the Russian Federation, regardless of the
form of ownership of the land, the designated psepand permitted use of the land plots, are
subject to state cadastral registration.

Thus, provisions of paragraph 1 of Article 9 of tlaav considered reproduces the
requirements of the legal acts enumerated. As alipeity of a kind the law applies the
requirements for cadastral registration of agrigalt land plots to land plots being in common
ownership.

2. Paragraph 2 of Article 9 of the law considerdthis the possibility of transferring a
land plot being in common ownership into lease yasdncluding the lease agreements with all
the tenants in common ownership, so with a perstingaon the basis of powers of attorney
issued to that person by tenants in common owrgrihis necessary to emphasize the fact that
the previous wording of the law assumed one otéhants in common ownership, acting on the
basis of power of attorney. Taking into considemtihe fact that in order to conclude a lease
agreement it is necessary to have some knowledgeeirarea of jurisprudence, the legislator
introduced changes to the law, providing a tenamoimmon ownership with the right to engage
other persons using power of attorney.

Now the law refers to a person (a citizen or all@gason), representing concern of the
tenants in common ownership on the basis of poofeattorney.

According to the general rule a power of attornag ko be notarised. The legislator of
the Federal Law No. 87-FZ of 18.07.2005 includetb ithe law being commented on the



possibility of witnessing the power of attorney by official of the local authority as an
alternative to notarisation of such a power ofraty, expanding by that the list of methods for
witnessing the powers of attorney, compared bygraph 3 of Article 185 of the Civil Code of
the Russian Federation to the notarised powergahay.

The abovementioned change is aimed at simplifyimd) r@ducing prices for procedures
related to the transfer of land plots into lease.

Provisions of paragraphs 1 and 2 of the law coms@leorrespond to the norms of the
Constitution of the Russian Federation, according/tich everyone has the right to free use of
personal property for entrepreneurial and othemewuc activities not prohibited by the law
(Article 34). Furthermore, Article 36 of the Conigtion of the Russian Federation establishes
the provision, that the ownership, use and dispofstile land and other natural resources will be
freely performed by their owners, except if thiesdmot damage the environment and does not
violate the rights and legitimate interests of ofhersons.

3. The owner of a land plot reserves the righhttependently determine the currency of
the lease agreement. This right belongs to thefsée owner’s right to free ownership, use and
disposal of a land plot.

At the same time, the Civil Code of the Russian efation (Article 607) assumes
establishment of peculiarities set by the law fansferring the land plots into lease.

Based on this, paragraph 3 of Article 9 of the lammsidered establishes the maximum
currency of the lease agreement equal to forty-pezes.

According to Article 610 of the Civil Code of thauBsian Federation, a lease agreement
will be concluded for the term specified by theesmgnent. In cases where the term of lease has
not been specified in the agreement, the leaseeagna will be considered concluded for an
indefinite term. A lease agreement concluded far tbrm, exceeding the maximum term
established by the law will be considered as catedufor the term equal to the maximum. This
norm of the Civil Code of the Russian Federatiors weproduced in the former wording of the
law.

At present, the provision stating that in casearfatuding a lease agreement for the lease
of a agricultural land plot for the term exceed#fyyears, the term of lease will be considered
equal to 49 years, is excluded from paragraph Aro€le 9 of the Federal Law No. 87-FZ of
18.07.2005 being commented on. The stated chamgigidated by the fact, that paragraph 3 of
Article 610 of the Civil Code of the Russian Fediera establishes: “the law may establish the
maximum currency of agreement for individual typ#slease, as well as for the lease of
individual types of property. In this case, if flease term has not been defined by the agreement,
and no party has cancelled the agreement beforenthef the maximum term established by the



law, the agreement will cease to be effective atedhd of the maximum term”. Hence, there is
no need to duplicate provisions of the Civil Codi¢he Russian Federation.

Furthermore, the Federal Law specifies that, dejpgnoh the permitted use of farmland
transferred into lease, the law of a constituetityeof the Russian Federation may establish the
minimum term for the lease of farmland. This pramisis included in the text of the law with the

purpose of stimulating the conclusion of a longrtéease agreements for lease of farmland.

Article 10. Granting agricultural land plots which are in the public or municipal

domain to citizens and legal entities into ownerspior lease

1. Agricultural land plots which are in the public or municipal domain are given to

citizens and legal entities into ownership on trade(competitions, auctions).

The rule of the given paragraph does not extend toases subject to paragraph 4 of
this Article.

2. The transfer of agricultural land plots in the public or municipal domain into
lease is carried out in the order set in Article 34of the Land Code of the Russian
Federation in cases, where there is only one statent about the transfer of the agricultural
land plots for a lease, on condition of preliminaryand previous publication of the report
concerning the presence of the offered land plotoif such a transfer in the mass media,
defined by a constituent entity of the Russian Fedation. Thereby, decision-making
regarding the transfer of land plots for a lease ipermitted on condition that for a period
of one month from the time of the report’s publicaton other statements are not admitted.
The positions of the given paragraph do not extentb cases subject to paragraph 5 of this

Article.

In cases where there are given two and more statemts concerning the transfer of
agricultural land plots for lease, such land plotsare given for a lease on trades

(competitions, auctions).

3. Organizing and conducting trades (competitions,auctions) on the sale of
agricultural land plots, and also the rights on etering into the lease agreement of such
land plots is carried out in accordance with Artick 38 of the Land Code of the Russian

Federation.



4. A land plot passed into lease to a citizen ordal entity can be purchased by the
lessee into ownership at the market price estabhgd in this locality or at price established
by law of constituent entities of the Russian Fedation, after expiration of three years
from the time of conclusion of the lease agreemenbn condition of the proper use of this

plot of land.
(in the ed. of the Federal Law No. 87-FZ of 18.070R5)

The decision concerning the granting of the land pk into ownership or concerning
the abrogation of this grant into ownership must bereceived within thirty days from the
day of the statement being served of the lesseewnriting to the executive branch of the
state power of constituent entities of the RussiaRederation or an organ of the local self-
government possessing a right for the granting of arespondent land plots within the

limits of their jurisdiction.
(in the ed. of the Federal Law No. 87-FZ of 18.070D5)

The farmlands given to agricultural organizations o the right of a permanent
(timeless) use in accordance with Article 28 of theand Code of the Russian Federation
may grant citizens the right of general ownershipree of charge in cases subject to the laws

of constituent entities of the Russian Federation.
(the indention is made by the Federal Law No. 113Z0of 07.07.2003)

The list of categories of citizens having a rightr receipt of the land allocation and
an order determining the size of the land allocatio are established by the law of

constituent entities of the Russian Federation.
(the indention is made by the Federal Law No. 113Z0of 07.07.2003)

Land plots in the fund of land reallocation can bepassed to citizens and legal
entities for a lease and can also be given to themto ownership on retribution or a
gratuitous basis in cases established in federalia and the laws of constituent entities of

the Russian Federation.
(the indention is made by the Federal Law No. 113Z0of 07.07.2003)

Agricultural land plots given to religious organizations on the right for permanent
(indefinite) use in accordance with Article 28 ofhe Land Code of the Russian Federation
religious organizations may be given into ownershifree of charge in cases subject to the
laws of constituent entities of the Russian Federain.

(the indention is made by the Federal Law No. 123Z0of 03.10.2004)



5. Agricultural land plots in the public or municipal domain can be passed to
religious organizations (associations), Cossack comunities, research organizations,
educational establishments of an agricultural natue, communities of native small
population peoples of the North, Siberia and the FaEast of the Russian Federation for
realization of agricultural production, saving and development of the traditional way of
life, management and trades of native small populain peoples of the North, Siberia and
the Far East of the Russian Federation, to citizen®r hay-making and pasture of cattle for

a lease in the order established by Article 34 ohe Land Code of the Russian Federation.
Thereby, buying a leased land plot into ownershipsinot admitted.

6. Agricultural land plots occupied by deer pasturs in the districts of the Far
North, by driven-off pastures and in the public or municipal domain can be passed to

citizens and legal entities only on the right for dease of a term of no less than five years.
(in the ed. of the Federal Law No. 87-FZ of 18.070D5)

7. Acquisition by agricultural organizations and ako by citizens carrying out
activity on the peasant (farmer) economy, ownershipights on land plots or rights for the
lease of land plots which are in their right for pemanent (indefinite) use or the right for a
lifelong heritable domain is carried out in accordaace with the Federal Law No. 137-FZ of
October 25, 2001 “On Implementation of the Land Cod of the Russian Federation”. A
farmland is acquired into ownership at the price seby law of a constituent entity of the

Russian Federation in a size not more than 20 penstof the cadastre cost of the farmland.
(Item 7 is introduced by the Federal Law No. 87-F&4f 18.07.2005)

Comment

1. General requirements to the order granting esiszof land plots in the public or
municipal domain for purposes unconnected withdag regulated by Article 34 of the Land
Code of the Russian Federation. The Code provisaomseferred to public authorities and local
government bodies to provide management and disds land plots which are under their
ownership and (or) conduct, on principles of eéfimy, justice, publicity, openness and

transparency of the procedures granting such l&otd.p

The provisions of Article 34 of the Code are inteddo ensure the rights and interests of
persons when granting land plots from the publimanicipal domain.



One of the basic requirements, thereby, is the wwgrlout and acceptance by state
authorities or by local government bodies of thecs acts setting procedures and criteria for
granting of land plots. As one of the basic terrhgranting legality of land plots, it is necessary
to mention the provision of equal opportunitiesiizens and legal entities to acquire areas and

also a condition of the granting of complete ariibée information concerning land plots.

2. In accordance with paragraph 1 of Article 1l commented law, the granting of
agricultural land plots into ownership of citizeansd legal entities is carried out exceptionally for

trades (competitions, auctions).

General requirements to the organization and asfleonducting auctions are contained
in Articles 447, 448 of the Civil Code of the RwssiFederation and Article 38 of the Land Code
of the Russian Federation which have gone intoildeoncerning the decision of the
government of the Russian Federation No. 808 af112002 “On Organising and Conducting
Auctions on the Sale of Land Plots in the Publidviemicipal Domain or Rights on Concluding

the Lease Agreements for such Plots”.

In accordance with Article 447 of the Civil Codetbé Russian Federation, an agreement
may be concluded by means of auctions, if nothlag ®llows. An agreement is concluded with

the person having successfully bid at auction.

As an organizer of the auction, in accordance withpositions of the Civil Code of the
Russian Federation and Article 38 of the Land Cafdine Russian Federation, the owner of the

item or possessor of the property right or a spieeid organization may present themselves.

The specialized organization has the right to dpeoa the basis of the agreement with
the owner of the item or possessor of the propggtyt and acts on their behalf or on their own
behalf.

3. Trades are conducted in the form of an auctiorrampetition. Such a person is
acknowledged as the winner of an auction who hdsred the highest price, and for a
competition — a person who proposes the best tenmshe conclusion of the competitive

commission appointed by the organizer of the andtieforehand.

The form of the auction is determined by the owafethe item sold or the possessor of

the realized property right, if nothing else isjsabto law.

The auction or competition which only one participhas taken part in is acknowledged
insolvent. In accordance with Article 448 of thesiCCode of the Russian Federation, auctions
and competitions may be open and closed. In an apetion or competition, any person may

participate. On the contrary, only persons speciaitiuded in the list of the participants may



participate in auction tenders. Notifications witbgard to the conduct of the auction must be

done by the organizer no less than thirty days paaheir being carried out.

In a notification, information regarding time, pégacform of the auction, the order in
which it is carried out, and also regarding regisbn of the participation in the auction,
identification of the person having won the auctiand information about the initially offered

price must be included.

If nothing else is subject to the law, or notificat regarding conduct of the auction, the
organizer of an open auction having performed iwatibn, may abrogate the conducting of the
auction at any time, but no later than three daigs po the date of it being carried out, and as fo

a competition — no later than thirty days priothe holding of this competition.

4. Subject to paragraph 2 of Article 10 of the exwad law, the transfer of agricultural
land plots in the public or municipal domain intéease for the procedure of auctions may also

be used.

However, an organization of auctions is assumethbycommented law at the presence
of several applicants appearing after the pubbeain the mass media of the report concerning

the land plots available for lease.

5. In points 1 and 2 of the examined law there ptiors to the general rules for granting

land plots into ownership or into lease.

Therefore, in paragraph 1 of the Article it is icatied that the rule of the given paragraph
(in part of conducting auctions) does not extendases subject to paragraph 4 of this Article.
Paragraph 4 provides that a lessee carrying ougeprase of the land plot for three years may
appeal to the public authority or local governmieodly with a statement regarding acquisition of
such an area at the market price.

Thereby, a decision must be accepted by the camelgmt organisation within two

weeks from the day of handing in the application.

A substantial addition was made in paragraph defcommented Article by the Federal
Law No. 113-FZ of 07.07.2003 “On Amendments and iAdds to the Federal Law "On

Turnover of Agricultural Lands”.

As was already noted in the comment to paragraphAtticle 1 of the Law, there is a
problem of constituent entities of the Russian Fatiten on territories in that restructuring of

agricultural organizations and privatisation ofithend was not carried out for various reasons.



Now it is established by Law that farmland grantied agricultural organizations
previously on the right to permanent (indefinitepymgrant citizens the right to general
ownership free of charge in cases subject to lavcomstituent entities of the Russian

Federation.

It is suggested by the law of constituent entitdsthe Russian Federation to also
establish a list of categories of the citizens hgthe right to receive land allocation and order o
determining the size of the land allocation.

Moreover, land plots being in the fund of land l@zdtion may be passed to citizens and
legal entities for lease and also may be givenhtant into ownership on retribution or on a
gratuitous basis in cases established by fedena &nd the laws of constituent entities of the
Russian Federation.

The legislator emphasised in particular that thevakindicated additions of paragraph 4
of Article 10 of the commented law at the full exteorrespond to the context of paragraph 2 of
Article 28 of the Land Code of the Russian Fedemati

In paragraph 2 of Article 28 of the Land Code of Russian Federation it is established
that by a general rule granting the land plots he public or municipal domain into the
ownership of citizens and legal entities are cdroat for fee. At the same time, it is indicated
that granting of land plots to citizens and legatitees free of chargeis permissible in cases
subject to the Land Code of the Russian Federatbiner federal lawsor the laws of

constituent entities of the Russian Federation.

The changes brought into the text of paragraph Arts¢le 10 of the Law "On Turnover
of Agricultural Lands” by the Federal Law No. 87-B¥18.07.2005 mean the clarification of the
order of buying of the lease of an agriculturaldgolot by means of determination of the
redemption cost. If in the first wording of the lasgdemption was carried out both at the market
price established in this locality and at a pris@blished by the law of the constituent entities o
the Russian Federation which corresponds to théigo®f the federal legislator contained in
Article 2 of the Federal Law No. 137-FZ of 25.10200n Implementation of the Land Code of
the Russian Federation” and paragraph 7 of ArtR8eof the Federal Law No. 178-FZ of
21.12.2001 "On Privatisation of State and Municipabperty”. The necessity to introduce such
a provision is a result of the fact that the posisi of paragraph 7 of Article 28 of the Federal
Law No. 178-FZ of 21.12.2001 does not extend tenaliion of agricultural land plots
(paragraph 8 of Article 28 of the same law).



In addition, in accordance with the new releasthefLaw "On Turnover of Agricultural
Lands” in the indention 2 of paragraph 4 of Artidle the term of 30 days is set for a decision
regarding granting of a land plot into ownership atrout abrogation of this granting into
ownership. In the previous release this term wa faweeks and it did not extend to a decision
regarding abrogation. Consequently, there wereimiations in time for an abrogation in the
granting of a land plot into ownership. As a resthiere could arise difficulties in applying to the
court with an appeal of inaction of an executivanwh of the state authority of constituent
entities of the Russian Federation or local goveminbody which had not taken away a decision

on the appeal of a citizen or a legal entity.

6. In paragraph 2 of Article 10 of the commented Itis indicated that the rule of this
paragraph was not used in the cases set out igrpata5 of this Article. It means that the sale
of the right on the conclusion of the agreementease on auctions is not carried out at the
granting of land shares in lease to religious omgions (to associations), to Cossack
communities, research organizations, educationtdbkshments of an agricultural nature,
communities of native small population peoplesta North, Siberia, and the Far East of the
Russian Federation for agricultural productionspreing and development of a traditional way
of life, management and trades of native small faimn peoples, and also to citizens for hay-

making and pasturing of cattle.

7. Land plots granted to people in paragraph 5rttke 10 are given only in lease. This
means that for them the right of subsequent redempf the leased areas into ownership is not

presupposed.

The prohibition on granting into ownership is e$isdied also for areas occupied by deer
pastures in the districts of the Far North and efrivwff pastures which are in the public or

municipal domain.

8. The release of paragraph 6 of Article 10 of the is complemented with the
indication of the minimum (no less than 5 yearsintef the conclusion of the agreement on the
lease of agricultural land plots occupied with de&stures in regions of the Far North, driven off
pastures and those in the public or municipal dam@he introduction of the indicated term is
related to those land plots from agricultural areesupied with deer pastures in regions of the
Far North, driven off pastures and those in publicmunicipal domain cannot be given in
ownership to physical and legal persons, and tttengeof the minimum term of the agreement

on lease of such areas is intended to stabilizeak#ion of the lessee of the indicated land plots

9. Article 10 is complemented by the Federal Law. 8@-FZ of 18.07.2005 with

paragraph 7 in accordance with which the questibrdetermination of the price is well-



regulated in that redemption into ownership of @lgeicultural and non-agricultural land plots is
carried out with agricultural organizations andzeihs carrying out a peasant (farmer) economy

on the right to permanent (timeless) use or omigie to a lifelong heritable domain.

10. The fixing of rights for an owner and lesseesimibe completed, as has already
repeatedly been pointed by accomplishing a rangenteal and registration procedures set out
by legislation.

Therefore, the project of the scope of a land atat also the drafting of a cadastre plan

must be carried out on the basis of Articles 69 @0dof the Land Code of the Russian

Federation and also Federal Laws “On Land Tenurd™®n State Land Cadastre”.

The rights to land plots granted to legal owners smbject to state registration in
accordance with the requirements of the Civil Coti¢he Russian Federation and the Federal
Law No.122-FZ of 21.06.1997 “On State Registratminimmovable Property Rights and

Transactions”.

Article 11. Inheritance of agricultural land plots

In cases where the granting of inheritance in infmgement requirements established
by Articles 3 and (or) 4 of the present Federal Lawthen to the heirs established by the
requirements set up by Article 5 of the present Fesral Law.

(in the ed. of the Federal Law No. 113-FZ of 07.02003)

Comment

1. Inheritance of agricultural land plots is cadr@ut in accordance with civil legislation.

By the Articles 1110-1175 of the Civil Code of tReissian Federation are set the basic

concepts and procedures of inheritance.

In Article 1176-1185 of the Civil Code of the RuemsiFederation there resulted the
provisions related to the features of inheritanteseparate types of property. In particular, in
accordance with Article 1181 it is established thatland plot belonging to the heir on the right
of ownership or the right to a lifelong heritablendain of the land plot enters into the

complement of inheritance and is inherited on gangrounds set by the Civil Code of the



Russian Federation. For the acceptance of theiiahee the indicated property of which enters

into its composition, special permission is notuieed.

Upon inheritance of a land plot or the right folifalong heritable domain of the land
plot, also into inheritance pass the superficiall{dayer, reserved reservoirs, forest and plants

which form a part of the boundary of this land plot

In Article 1182 are established the features ofdbetion belonging to the heirs on the
right of common ownership of the land plot. Firsdlysection (a natural part) is possible only by
taking into account the minimum sizes of the latatgpof the corresponding special purpose
setting. In accordance with the commented law,ctiiteria for determination of the minimum
sizes of agricultural land plots are establishetbeding to the requirements of organization of

land use.

On the impossibility of dividing the land plot, shiarea passes to the heir having a
prerogative right to receipt against the inherigdidcation of this land plot. To other heirs an

indemnification is given.

In cases where none of the heirs has a primary tegheceipt of a land plot, or has not
taken advantage of this right, a domain, use aspodial of a land plot is carried out by the heirs

on the condition of general allocation of property.

2. Article 11 of the examined law set some addélofeatures of inheritance of
agricultural land plots. Therefore, this Articleesifies that if the acceptance of inheritance & th
form of a land plot is related to violation of réguments contained in Articles 3 and (or) 4 of the
commented laws, the heirs are under obligationakaran alienation of such a land plot (Article

5 of the law).

It should be noted that Article 3 of the examinad lhas determined the category of
persons to whom no agricultural land plots can mglon the right of ownership. Article 4
establishes an order determining (minimum and mamijnof the general size of the area of the

agricultural land plot which can be in the ownepsbi one person only.

Chapter Ill. PECULIARITIES OF THE TURNOVER OF LAND SHARES IN
COMMON OWNERSHIP TO AGRICULTURAL LAND PLOTS

Article 12. Peculiarities of arranging deals with &nd shares in common ownership

to an agricultural land plot



(in wording of the Federal Law No. 87-FZ of 18.07@05)

1. The regulations of the Civil Code of the RussiaRederation apply to transactions
arranged for common ownership of land plots to agiultural land plots. In cases where the
number of co-owners in common ownership for an agecultural land plot exceeds five
persons, the regulations of the Civil Code of the &ssian Federation will be applied, taking
into consideration the peculiarities set by the cuent Article, as well as by Articles 13 and

14 of the current Federal Law.

Without allocation of such a land plot against a lad share, such a tenant in
common ownership has the right at his/her own dis@tion to bequeath his/her land share,
contribute it to the authorized (share) capital ofan agricultural organization using the land
plot, or transfer his/her land share to a trust, sk or grant it to another tenant in common
ownership as well as an agricultural organization pa citizen who is a member of a farm
household (farming enterprise), using the land plotn common ownership. A tenant in
common ownership has the right to dispose of his/héand share at his/her own discretion

in another way only after allocating the land plotagainst a land share.

Transfer of a land share to the authorized (share)capital of an agricultural
organization using the land plot in common ownersip to trust, bequeathing or allocation
of a land plot against a land share will be perforred based on the documents certifying the
right to a land share according to Article 18 of tle current Federal Law, without state

registration of the right to a land share resultingfrom privatisation of the farmland.

2. In cases where the tenant in common ownership &land plot sells his/her land
share without allocation of the land plot againstanother tenant in common ownership, as
well as an agricultural organization or a citizen wo is a member of a farm household
(farming enterprise), using a land plot in common wnership, there is no requirement to

inform other tenants in common ownership on the ingntion to sell his/her land share.

3. Transactions with land shares provided for by tle current Article may be
performed based on a power of attorney issued by genant in common ownership to
another co-owner or another person and duly authemtated by an official of a local

authority or notarised.



Comment

1. According to paragraph 3 of Article 3 of the Ha@ode of the Russian Federation, the
Article being commented on provides for peculiastfor arranging transactions with shares in
common ownership to a land plot (land shares)cltare absent in the Civil Code of the
Russian Federation. These peculiarities are allawdmk used in case the number of tenants in

common ownership exceeds five persons.

The second paragraph of clause 1 of this ArtickcBs types of transactions with land
shares, realization of which does not require aliog a land plot against a share in common
ownership to a land share. Without allocation aflsa land plot against a land share, such a
tenant in common ownership has the right at his ogcretion to bequeath his land share,
contribute it to the authorized (share) capitawofagricultural organization using the land plot or
transfer his land share to a trust, sell or grata another tenant in common ownership as well
as an agricultural organization or a citizen whdahs member of a farm household (farming
enterprise), using the land plot in common equitnership.A tenant in common ownership
has the right to dispose of his land share at s discretion in another way, only after

allocating the land plot against a land shareniog dispose of a land share, but of a land plot.

In fact, this legal provision cancelled the regulabns of Article 250 of the Civil Code
of the Russian Federation for the preferential righ of other tenants in common ownership
for purchasing a land sharein case of alienation of such a land share by amainant in
common ownership and an agricultural organizatiow &itizens being members of farm
households (farming enterprises) who have obtaiegdal rights to purchase land shares.
Thereby additional demands will be made on an afjual organization or a citizen being a
member of a farm household (farming enterprise) th@time of purchasing the land share they
should use the land plot being in common ownershig, under lessee right, including cases,
where a contract of tenancy has been concluded firm of less than 1 year without state
registration.

In cases of selling, donating, contributing to thehorized (share) capital or entering
upon an inheritance, a land share passes fromeoia@ttin common ownership with termination
of the right to a share in common ownership fos ti@nant in favour of a different person (a
citizen or a legal person), enjoying the full riglaf a tenant in common ownership instead of the

previous tenant in common ownership.



A tenant in common ownership willing to arrange a tansaction with his/her land

share should have a documertertifying his/her right to a land share.

According to Article 18 of the current Federal Lasmch a document will be a
Certificate of Ownership to a land share issued pdr to the effectiveness of the Federal
Law “On State Registration of Rights to Immovable Roperty and Transactions
Therewith” after the form approved by the Regulation of the Government of the Russian
Federation No. 177 of 19.03.1992, issued prior t&20.1993, or after the form approved by
the Decree of the President of the Russian Federati No. 1767 of 27.10.1993.

In cases where the citizen does not have the icatét stated, the document certifying
the ownership of a land shas@ll be an extract from the decision of a districtadministration
(local authority) on privatisation of farmland onspecific collective farm, state farm or other
agricultural organization. Such decisions were naBased on the minutes of a general meeting
(representatives meeting) of the labour collecti¥@ reorganized collective farm or state farm

on approval of the list of persons for allotmenpadperty and land shares to citizens.

The third type of documentcertifying the ownership of a land shasean extract from
the Unified state registry of rights to immovable poperty and transactions therewith
(EGRP), kept by the registration chambers of thaistiiy of Justice of Russia according to the
Federal Law “On State Registration of Rights to lowaible Property and Transactions
Therewith” with issuing certificates for citizenftea the form approved by the Decision of the
Government of the Russian Federation No. 219 “Ompréyal of the Rules Regulated the
Unified State Registry of Rights to Immovable Pmbpeand Transactions Therewith” of
18.02.1998.

In cases where the citizen has this third type ofudhent, no additional state re-

registration of ownership rights to a land shari lvé required in order to arrange a transaction.

In cases where the citizéras the first or the second type of documentaccording to
paragraph 2 of Article 6 of the Federal Law “Ont8t&egistration of Rights to Immovable
Property and Transactions Therewitit” is obligatory to pass the procedure for state
registration of rights to a land sharein a registration chamber. Only after this willkbe
possible to dispose of a land share, which is sdgect to later state registration in a registrati

chamber.

An amendment introduced in June 2005 makes one exglion to this requirement:
transfer of a land share to the authorized (shaapital of an agricultural organization, to trust,

bequeathing or allocation of a land plot againsaral share will be performed based on the



documents certifying the right to a land share etiog to Article 18 of the Federal Law being
commented on, without state registration of thétsgo a land share previously originating as a

result of privatisation of farmland.

State registration (re-registration of the previously issued certifésaor extracts from
decisions of the local authoritiegjll be performed according to paragraph 1 of Article 16 of
the Federal Law “On State Registration of Rightsirtomovable Property and Transactions
Therewith” based on the citizen’s applicatioror the person authorized by the citizen in cases

where the person has a correspondingly formalizedep of attorney.

It is necessary to add the documents essential foompleting state registration to the
application submitted to the registration chamberin the district of the land share, being in

common ownership

1) the cadastral plan of a land plottransferred into common ownership of citizens
during re-organization (privatisation) of an agtiatal enterprise. The plan of a land plot has to
be certified by the body responsible for carrying out cadaswakks (district branch of
Rosnedvizhimost). The plan of a land plot (description of a laridtpaccording to paragraphs 4
and 6 of the Order oRoszemkadastr No. I1/327 of 02.10.2002 (registered at the Ministry of
Justice of the Russian Federation under No. 391130h1.2002) can be prepared as based on
materials of land-surveying, performed by land-syors in field conditions, so based on the
data available in land-surveying, town-planningtagraphic and other documentation without
performing the land-surveying works. This regulativas been legalized by the amendment to
Article 17 of the Federal Law “On Land Tenure”,roduced by the Federal Law 87-FZ of
18.07.2005. Tenants in the common ownership aponssble for determining the borders of a
land plot (article 17 of the current Federal Lawjorks on drawing up the plan of a land plot
will be performed by private land-surveying bodid® list of which may be obtained from a
cadastral chamber or a district branchRo$nedvizhimost. By signing an agreement with a land
survey body, a citizen or a legal person shoulachtthe source data for the land plot, contained
in the land cadastre. This data can be obtainech focadastral chamber or by signing an
agreement with a land survey body for entrustintpibbtain the necessary data without the

applicant’s participation.

The cadastral plan will be issued in the form of arnextract from the state land
cadastreafter registering a land share in the state caglastiorder to perform the state cadastral
registration, the owner of the land plot or thesperauthorized by him/her, in cases where this
person has power of attorney, submitapplication to a district branch oRosnedvizhimost

appending the documents of title for a land plat dacuments on land survey of a land plot (the



plan of a land plot). The requirements for exequtod applications and the application form
have been approved by the OrdemRokzemkadastr No. I1/115 of 13.06.2001 (registered at the
Ministry of Justice of Russia under No. 2757 of08)2001). Application forms may be obtained
from a district branch of the Federal state bodthefland cadastral chamber in a specific region
(available at every constituent entity of the Rasdrederation) in the location of the land plot.
Requirements for registration of documents on |aodvey, submitted for state cadastral
registration of land shares have been approvechéyQrder ofRoszemkadastr No. I1/327 of
02.10.2002 (registered by the Ministry of Justit®ossia under No. 3911 of 13.11.2002).

According to paragraphs 7 and 8 of Article 19 o thederal Law “On State Land
Cadastre” state cadastre registration will be peréal within one monthwithout any
registration fee. The extract from the state land cadastre wilislseed to a land plot ownéor
free. The owner will pay only the cost of copyingrad shipping this extract (paragraph 1 of
Article 22 of the Federal Law “On State Land Cadk3t

2) minutes of the meeting for re-organization of aragricultural enterprise with the
list of tenants in common ownership of land. Anrapéary form of minutes of general meeting
(representatives’ meeting) of the labour collectofean enterprise has been approved by the
Ministry of Agriculture of Russia in “Recommendati@mn Re-organization of Collective and

State Farms” of 14.01.1992. The agenda of thisingpéid to include 3 issues without fail:
a) choosing the type of ownership to land,;

b) nomination of labour collective representativtesthe enterprise commission for

privatisation of land and re-organization of théeeprise;

c) approval of thdist of personsfor allocation of property and land shares. The sif a
land share and the cost of a property share weaesndimed later, at the second general meeting
(representatives’ meeting) taking into consideratite offers of the enterprise commission. The

minutes of the meeting can be obtained from thialgmral enterprise’s archive.

3) A decision of the district administrationon the transfer of a land share into common
ownership with the list of all owners of land steagat the time of enterprise re-organization. This
decision was made, based on the minutes of therglemeeting for approval of the list of
persons for allocation of land shares and detenyitine size of a land share.cdpy of this
decision ¢ertified by the administrative department of the alministration) may be obtained
in the district administration.



The aforementioned documents (cadastral plan ofatiné plot, minutes of meeting and
decision of the district administration) will belsuitted to a registration chamber once, in order
to conduct the state registration of all the owrtdrignd shares at the given enterprise.

In order to register the rights to a land sharegrgwowner (group of ownersill

additionally submit the following documents:

1) a document certifying the citizen’s rightto a land share. An original and certified
copy will be submitted.

2) areceipt confirming payment of the registration fee(according to Article 333.33 of
the Tax Code of the Russian Federation - 500 reuloleevery owner of a land share), and also
a document certifying the identity of the applic§uassport), and for a legal person — constituent
instruments of this legal person and the documentirtning commission of the citizen to act on
behalf of this legal person (paragraph 4 of Artit&of the Federal Law “On State Registration

of Rights to Immovable Property and Transactionsr&with”).

3) a certificate from the local branch ofRosnedvizhimosbn the absence (presence) of
real burdens and arrests of land shares.

When receiving the application and all the aboveineed documents, an official of the
justice establishment (registration chamber) makesrresponding entry in the record book, and
the applicant receives a notice of receipt confignieceipt of documents for state registration.
From this date begins the countdown of the timef@etegistration (paragraphs 5, 6 and 7 of
Article 16 of the Federal Law “On State Registratiof Rights to Immovable Property and

Transactions Therewith”).

Registration will be performed within one month (paragraph 3 of Article 13 of the
Federal Law “On State Registration of Rights to lowaible Property and Transactions
Therewith”). In cases where the registrar doubgsatithenticity of the documents submitted, he
will have the right to suspend the registrationXanonth, notifying the applicant in writing with
substantiation of such a decision. In cases whaseapplicant does not remove the reasons
preventing the registration within the period sfiedi the registrar has the right to refuse state
registration. After agreement with the applicam (riting) the term of suspending the
registration may be prolonged, for a period noteextiing 3 months (paragraphs 2 and 3 of
Article 19 of the Federal Law “On State Registmatiof Rights to Immovable Property and
Transactions Therewith”).

After receiving a document certifying the right toa land share from the registration

chamber (extract from the EGRP and the Certificate of Owhgr according to the form,



approved by the Regulation of the Government of Bwssian Federation No. 219 of
18.02.1998)the owner of a land share has the right to arrangeany transaction with it,
provided for by Article 12 of the Federal Law bemmmented on.

Other tenants in common ownership, the agricultarghnization or a citizen who is a
member of the farm household (farming enterprisgnagi the land plot being in common
ownershiphave the right to purchase the land share being sl In cases where they refuse to
purchase the land share¢annot be sold to any third party.

Taking this into consideration, the procedure difirgga land share will be performed in

the following order:

a) the owner of a land share not obliged to inform other tenants in common
ownership on his wish to sell it (second paragraph of claLisé the Article being commented

on);

b) the sale contract for a land share will be codetl in writing, observing the
requirements of Articles 549 and 550 of the Civildé of the Russian Federation and does not
require obligatory notarisation;

c) the sale contract is subject to state regisinati a registration chamber.

The sale contract will be registeredat a registration chamber at the location of timel la
share (paragraph 1 of Article 17 of the Federal L&w State Registration of Rights to
Immovable Property and Transactions Therewith”).

The application for state registration will be submitted by all parts of the transaction
(contract) and state registration will be fulfilleither in the presence of the parties, or in the
presence of one of the parties, on condition thatdther party presents notarised powers of
attorney for concluding the transaction (paragrapdt Article 16 of the Federal Law “On State
Registration of Rights to Immovable Property an@dnBactions Therewith”), or a power of
attorney, witnessed by an official of the local hautty (paragraph 3 of the Article being

commented on).

The sale contract, the documents certifying thatsigpf the seller to a land share and
receipt confirming payment of the registration fed| be attached to the applicatiohhe buyer
has right of ownership to a land share from the morent of state registration of the sale
contract (paragraph 2 of Article 8 of the Civil Code of tReissian Federation). The registrar
will witness the state registration of the agreemparformed by execution of a special
registration endorsement on the agreement (paradragf Article 14 of the Federal Law “On

State Registration of Rights to Immovable Propartg Transactions Therewith”).



After becoming the owner of the land share (lanare$) purchased, a citizen or a legal
personobtain the rights of a tenant in common ownershipand may arrange transactions or

allocate a land share (land shares) in kind andrhedhe owner of a land plot.

Article 13. Allocation of land plots against a shag in common ownership to a land
plot (in the wording of the Federal Law No. 87-FZof 18.07.2005)

1. A tenant or tenants in common ownership to a lashplot have the right to allocate
a land plot against his/her land share or land shags in order to create or expand a personal
subsidiary share or a farm household (farming entegorise), and also in order to transfer a
land plot to lease or dispose of it in a another wa in cases where it does not violate the

requirements of Article 4 of the current Federal Law.

2. The location of a land plot allocated against é&and share will be defined by a
tenant in common ownership according to the decisioof the general meeting of tenants in
common ownership when approving the borders of thpart of a land plot being in common
ownership, intended for top-priority allocation of land plots against land shares according

to Article 14 of the current Federal Law.

Formation of a land plot allocated against a land lsare will be performed based on
the decision of the general meeting of the tenanits common ownership.

3. In cases where the general meeting of tenants common ownership has not
approved the borders of the part of a land plot beig in common ownership, which is
intended for high priority allocation of land plots against land shares according to Article
14 of the current Federal Law, the tenant in commorownership to a land plot must inform
other tenants in common ownership in writing on hiswish to allot a land plot against
his/her land share or publish an announcement in # mass media, determined by the
constituent entity of the Russian Federation, spefgiing the assumed location of the land
plot allotted against his/her land share.

The abovementioned notification or announcement shubd include a description of
the location of the land plot allotted against landshare, allowing determination of its
borders on site, as well as an indication of the geiirement to send the tenant in common
ownership demanding allocation of the land plot agast his/her land share or the
representative of the tenant in common ownership geified in the notification, and written

objections of other tenants in common ownership reayding the location of this land plot.



The size of a land plot allocated against a land ahe will be determined based on
data stated in the documents certifying the right @ a land share. Thereby, a tenant in
common ownership to a land plot has the right to léocate a land plot against his/her land
share, the area of which is more or less than theea specified in the documents certifying
the right to a land share, in case the increase alecrease of the area of the land plot formed
will be performed within the cadastral value specied for farmland within the borders of
which this land plot is formed.

4. In cases where for thirty days after the day ofhe appropriate notification of the
tenants in common ownership to a land plot accordig to paragraph 3 of the current
Article, no objections have been received from thienants in common ownership regarding
location of the land plot allocated against a landhare, the proposal on the location of such

a land plot will be considered coordinated. Thesebjections have to be substantiated.

Disputes between tenants in common ownership regardy the location of the land
plot allocated will be allowed with the use of theonciliations, procedures for conducting of
which are established by a constituent entity of th Russian Federation.

In cases of not reaching coordinated decisions, gistes on location of a land plot

allotted will be heard in court.

5. Land shares the owners of which have not dispatef them for the period of
three or more years after the time of obtaining theights to a land share (unclaimed land
shares), are subject to allocation to a land plotontaining, first of all, all unused land plots

and land plots of poorer quality, with evaluation d them after the cadastral value.

Formation of this land plot will be performed basedon the corresponding decision
of a constituent entity of the Russian Federationroin cases determined by the law of a
constituent entity of the Russian Federation, basedn corresponding decisions of a

municipal entity.

A general meeting of the tenants in common ownerghihas the right to make a
decision on defining the location of the part of d&and plot being in common ownership, the

area of which is equal to the sum of areas of thenalaimed land shares.

An announcement on the unclaimed land shares spegifig the names of their
owners will be published in the mass media determed by a constituent entity of the
Russian Federation.

In cases where the owners of the unclaimed land dfes, against an allocation of

which a land plot should be formed, do not exprestheir wish to use the rights of tenants in



common ownership within ninety days after publishigp the abovementioned

announcement, the borders of this land plot will beletermined.

A constituent entity of the Russian Federation orn cases determined by the law of a
constituent entity of the Russian Federation, a munipal entity, have the right to submit an
application to a court on the validation of the right of ownership of a constituent entity of

the Russian Federation or a municipal entity to thé land plot.

Comment

1. In cases where the number of tenants in commareship amounts to more than
five, the allocation of land plots against land reisawill be performed not according to the
regulations of the Civil Code of the Russian Fetiena but using procedures established by the
current Federal Law. The Article being commentedyants a tenant in common ownership the
right to demand at his own discretion the allogatd a land plot against a share in the common
ownership. Thereby, a tenant in common ownershipotsbound by any obligation to provide
any substantiation to other tenants in common aositieron the reasons, inducing him to do so

and inform them of the ways of the concurrent dssppof his/her land plot.

Requesting the allocation of a land plot against &nd share may be performedfor
creating and expanding a personal subsidiary shragea farm household (farming enterprise),
and also in order to transfer a land plot to leasdispose of it in another way, in cases where it
does not violate the requirements of Article 4raf turrent Federal Law. Thus, transactions with
land shares, excluding transactions listed in pagggl of Article 12 of the current Federal Law
should be performed after allocation of a land plgdinst a land share, i.e., the matter will be the
transaction with a land share according to the irements of Article 8 of the law being

commented on.

Allocation of a land plot against a share in commamership is the transfer of a part of
a land plot in common ownership to the ownershipaofenant in common ownership and
termination of the right to a share in common owhgr for this person. A land plot allocated
against a share in common ownership (a newly fortaad plot) is subject to state cadastral
registration according to the Federal Law No. 28*Bh State Land Cadastre” of 02.01.2000
and state registration according to the Federal L@m State Registration of Rights to

Immovable Property and Transactions Therewith”.



Thereby, it is necessary to bear in mind, that ating to paragraph 1 of Article 4 of the
Federal Law being commented on, formation of newd lplots, the area of which is less than the
minimum area of land plots specified by the laws aofconstituent entity of the Russian
Federation according to the requirements of theslipn of the Russian Federation on land

tenure, will not be permitted.

Hence, preliminary purchase of such number of lsin@res without allocation in kind
will be necessary, which would be sufficient in @rchot to break up the minimum area of

newly formed land plots.

In cases where the allocation of a land plot agardand share is not possible because of
breaking up the specified minimum area of land plpe. not permitted by law), a tenant in
common ownership has the right to repayment forctte of his/her share by other tenants in

common ownership (paragraph 3 of Article 252 of @&l Code of the Russian Federation).

According to Article 252 of the Civil Code of theuSsian Federation, the property being
in common ownership may be shared between its aeemswor the share of one of them may be

allocated after agreement between them, and legalbases of not reaching an agreement.

The location of a land plot allotted against a land shaik be determined by a tenant
in common ownershipaccording to a decision of the general meetingenants in common
ownership when approving the borders of part ofiradlplot being in common ownership,
intended for high priority allocation of land platgjainst a the land shares according to Article

14 of the current Federal Law.

Formation of a land plot, allocated against a lahdre, will be performed based on the

decision of the general meeting of tenants in comownership.

According to the third paragraph of clause 3 ofidet13 and clause 1.2 of Article 14 of
the current Federal Law, the general meeting hagight to determinghe number of land
shares in the specific outline (field) of the farndnds and, correspondingly, their area.
Thereby, the area of a land plot subsequently @bt against a land share may be more or less
than the area specified in the documents certifyfregright to a land share, in cases where the
increase or decrease of the area of a land platedris to be performed within the cadastral

value specified for farmland within the bordersadfich the given land plot is formed.

Thus, the current Federal Law does not providgoeyment of an indemnity to a tenant
in common ownership performing the allotment and tither remaining tenants in common
ownership, since the difference in the qualityhsf tand plots allocated will be repaid with their

area.



2. Every tenant in common ownership performingdhetment independently performs
the selection of the farmland’s outline with thergmse of performing the allotment of a land
plot against his/her land share based on its dekeation, area, soil quality, and purposes of the
subsequent use of the soil. The main issue isttletgeneral meeting should determine the
borders of a land massive intended for high psoallocation of the land plots against land

shares.

In cases where the general meeting was not heldasrheld, but did not approve the
borders of a land massive for high priority allacatof the land plots against land shares, a
tenant in common ownership either has to infornepto-owners in writing on his/her intention
to allocate a share (shares) (according to thenmegants of Article 252 of the Civil Code of the
Russian Federation), or publish an announcementhén mass media, determined by the
constituent entity of the Russian Federation. Sacmass medium is the source for official
publication of the regulatory acts of a constituentity of the Russian Federation or the local

authorities.This announcement has to include:
a) assumed (desired) location of the allocated fdot]
b) the area of the allocated land plot;

c) the address for directing objections of otheratés in common ownership regarding

the location of the allocated land plot.

In cases where for one month after the day of gpeagriate notification of the tenants in
tenancy or publishing the corresponding announcénmenobjections have been received from
the tenants in common ownership (objections wildivected to the applicant), the proposal on
location of a land plot is considered coordinafBaese objections have to be substantiated. It is
possible to submit aapplication to a district branch oRosnedvizhimost for performing the
cadastral registration of a land plot, formationaofand plot, performing land-surveying and

drawing up of the plan of a land plot.

In essence, the Federal Law considered states dhsibdity of passive agreement
between the tenants in common ownership (on dgfaaldivision of common ownership and
allocation of a land plot against a land share.sThorresponds to the provisions of
subparagraphs 4) and 9) of paragraph 1 of Artiab¢ tBe Civil Code of the Russian Federation,
according to which civic rights and duties origmats a result of purchasing the property on the
grounds permitted by law or as a result of eveotssiclered by a law or any other legal act as

connected with the result of civil consequences.



The only thing that remains to prove that no oljpest were received from tenants in
common ownership. In practice, the registrationnabers often require presenting the minutes
of the general meeting of tenants in common owmerétr every land plot allocated as

evidence, which contradicts the current Federal.Law

Thus, the Federal Law assumes that proof of absehambjections from tenants in
common ownership for location of an allocated laiat is written confirmation to the tenant in
common ownership performing the allocation, whiah bear all responsibility for reliability of

information in the absence of objections.

In cases where even a single objection has beeiveek; disputes regarding the location
of a land plot allocated will be solved by the tetsain common ownership with the use of
conciliations, procedures for conducting of which # be established by a constituent entity of

the Russian Federation.

In cases of not reaching coordinated decisiongyutks on location of a land plot

allocated will be heard in court.

It is also possible to use the provision of Artidlé of the current Federal Law and
convene a general meeting, at which a decisionbgilmade on the location of a land massive
within the borders of which the high priority alkion of land plots against the land shares will

be performed.

After allocation of a land plot, its state cadastral registration and obtainingetieact
from the state land cadastre and certifying then & a land plot by the district branch of
Rosnedvizhimosgt, it is hecessary to perform state registration of ghts to this land plot in a

registration chamber.

The ownership right to a land share allocated patgs from the time of state registration
of the land plot, which has passed cadastral regjisi.

3. The innovation consists of an amendment intreduxy the Federal Law No. 87-FZ of
18.07.2005, which is introduced to paragraph $efdurrent Article.

Now the constituent entities of the Russian Federadre vested with the right (which
can be delegated by their laws to municipal esiit@f applying to the court for return of the
unclaimed land shares to the property of the ctustt entity of the Russian Federation (or
municipal property). The unclaimed land sharestheeland shares, the owners of which have
not disposed of them in a permissible way for ttaed more years after obtaining rights to land
shares, i.e. they have not entered the land shatesthe authorized (share) capital of an

agricultural organization, have not transferrechthato trust, have not sold or granted them to



another tenant in common ownership, agriculturghaoization or a citizen who is a member of a

farm household (a farming enterprise), or haveatiotated a land share against land shares.

According to an initiative of a constituent entdf the Russian Federation or municipal
entity, unclaimed land shares are subject to dilmecdo a land plot, containing, first of all, aif
the unused land plots and the land plots of poquadity with evaluation of them after the

cadastral value.

The list of owners of the unclaimed land sharesthase published in the mass media
defined by a constituent entity of the Russian Fattn. In cases where owners of the
unclaimed land shares do not express their wislus® the rights of tenants in common
ownership within 90 days after publishing such ancuncement, the borders of the land plot,
including the unclaimed land shares will be deteedi Formation of this land plot will be
performed based on decisions of a constituentyeotithe Russian Federation or a decision of a
municipal entity, or based on decisions of a gdmaeeting of tenants in common ownership on
determining the location of a land massive, tha afewhich is equal to the sum of areas of the

unclaimed land shares.

These procedures for termination of rights to thelaimed land shares are significantly
different from the procedures for termination a@fivis to ownerless things, established in Article
225 of the Civil Code of the Russian Federation.

Article 14. Peculiarities of determining the procedres for disposal, ownership and
use of a land plot in common ownership (in wordingf the Federal Law No. 113-FZ of
07.07.2003)

1. A decision on procedures for ownership and usef @ land plot in common

ownership will be made by a general meeting of temés in common ownership.

Tenants in common ownership for a land plot will banformed in writing on holding
a general meeting of tenants in common ownership héater than thirty days prior to the
date of it being held (postcards, letters) and by sans of placing the corresponding
announcements on informational boards located on #hterritory of the municipal entity in
the location of a land plot in common ownership, opublishing an announcement in the

mass media, determined by a constituent entity ohe Russian Federation.

(paragraph 1 in wording of the Federal Law No. 87-F of 18.07.2005)



1.1. A general meeting of the tenants in common owrship will be held at the
suggestion of the agricultural organization using his land plot, or at the suggestion of a
tenant in common ownership for this land plot. A leal authority at the location of a land
plot in common ownership has the right to apply tcan agricultural organization using this
land plot with the proposal to convene a general neting of tenants in common ownership

for the land plot.

The general meeting of tenants in common ownershipill be considered qualified in
cases of the presence of tenants in common ownegshuf this land plot, making up no less
than 20 percent of their total number or possessingnore than 50 percent of shares in
common ownership to this land plot. A decision isansidered made in cases it has been
voted for by the tenants in the common ownership othis land plot present at such a
meeting and possessing in aggregate more than 50rgent of the shares in common
ownership to this land plot from the total number d shares, possessed by the tenants in
common ownership for this land share, who are prese at this meeting. The decision made
will be registered in the minutes of the meeting.

An addendum to the minutes of a general meeting @éénants in common ownership
will be the list of tenants in common ownership ofhis land plot present with specifying the
requisites of the documents certifying their rightsto land. Three copies of the minutes will
be registered with one being retained by the chairam of the general meeting of tenants in
common ownership, the second copy being by the pers at the suggestion of which this
meeting was held and the third copy retained at théocal authority at the location of the

land plot in common ownership.
(paragraph 1.1 was introduced by the Federal Law No37-FZ of 18.07.2005)

1.2. A decision of the general meeting of tenantsy icommon ownership will
determine:

the conditions for transferring a land plot in common ownership to lease authorized

(share) capital or trust;

the location of the part of a land plot in common wnership, within the borders of

which the high priority allocation of land plots against the land shares will be performed;

the location of the part of a land plot in common wnership, within the borders of
which the unclaimed land shares are located;



the location of the part of a land plot in common wnership, within the borders of
which the allocation of land plots against land stres will be performed for transferring
such land plots to lease;

the location of the part of a land plot in common wnership, within the borders of
which the allocation of land plots against land shas will be performed for transferring

such land plots to authorized (share) capital,

the location of the part of a land plot being commio ownership, within the borders
of which the allocation of land plots against landhares will be performed for transferring

such land plots to trust;
(paragraph 1.2 was introduced by the Federal Law No37-FZ of 18.07.2005)

2. Leases, purchases, and sales or other transacitsoinvolving land plots in common
ownership will be arranged either by tenants in cormon ownership or persons acting bon

power of attorney issued to them by the tenants inommon ownership.

In cases where agreement between the tenants in cmion ownership for arranging
the abovementioned transaction has not been acqude part of tenants in common
ownership expressing disagreement with carrying outhe abovementioned transaction has
the right to allocate a land plot or land plots agast their own shares observing the
requirements specified by Article 13 of the currentFederal Law and dispose of the
allocated land plot at their own discretion.

(paragraph 2 was introduced by the Federal Law Nol13-FZ of 07.07.2003)

Comment

1. According to Article 247 of the Civil Code ofdélRussian Federation, ownership and

use of property in common ownership will be perfedrafter the agreement between all co-

owners and in cases where agreement is not reabheading the procedure established by the

court.

This regulation of the Civil Code of the Russiard&mtion applies to procedures for

owning and using land plots in common ownershipy aases, where there are not more than

five tenants in common ownership (first paragrapblause 1 of Article 12 of the Federal Law
being commented on).



In cases where there are more than five tenants itommon ownership, the

peculiarities established by the Article considereavill apply.

2. A decision on procedures of ownership and ugeefand plot in common ownership
will be made by the general meeting of tenantsoimmon ownership and not according to the
agreement between all co-owners, as provided foAticle 247 of the Civil Code of the

Russian Federation.

Tenants in common ownership will be informed intimg on holding a general meeting
of tenants in common ownership not later than ormt prior to the date of holding the
meeting(postcards, letters) and by means of placeéhgvant announcements on information
boards located on the territory of the municipdltgnn the location of the land plot. The second
variant of convening the meeting provides for psitilg the corresponding notifications in the
mass media determined by a constituent entity ef Russian Federation. Initiators for
convening a general meeting may be an agricultem&rprise using a land plot in common
ownership or a tenant in common ownership. Theltimitiator of convening a general meeting
may be docal authority, having the right to apply to the agricultural angzation with such a
proposal, i.e. it can not convene the general mgetin its own. Under condition of the
appropriate notification, a general meeting of tdean common ownership will be considered
gualified in the event of the presence of no ldent20 percent of the tenants in common
ownership or such a number of tenants in commoreosinp, who own more than 50 percent of
land shares. A decision will be considered madeases where it has been voted for by the
tenants in common ownership present at such a ingeatid possessing in aggregate more than
50 percent of land shares of the total number afed) possessed by the tenants in common

ownership present at such a meeting.

Thus, the Federal Law assumes, that 10% of temarctsmmon ownership (according to
the first variant) or even one tenant in common enship possessing 25% of land shares
(according to the second variant) can make a dagtish procedures of owning and using the

whole land plot in common ownership.

A decision made will be registered with the aidtlod minutes of meeting, one copy of
which will be kept by the chairman of the meetiagsecond copy will be kept by the person
concerned, at the suggestion of which this meetiag held, and a third copy will be kept by the
local authority. The obligatory addendum to the u@s of meeting will be the list of tenants in
common ownership for this land plot, by specifyihg requisites of the documents certifying
their rights to land. By establishing such, the ybecities the legislator proceeded from the

practice of applying the regulations of Article 2df7the Civil Code of the Russian Federation,



allowing the blocking any agreements between thartts in common ownership in cases of

objections from at least one of them.

Furthermore, one should not ignore the situatidabdished, when, within the course of
privatisation of farmland in a number of cases ldr@d plots were transferred into common
ownership to three and more thousands of tenanterimmon ownership or when some tenants
in common ownership as a result of deals with thedl| shares (purchasing, donating,
contributing to the authorized (share) capital)dtecame the owners of several land shares, but

had only one vote at a general meeting.

It is not possible to convene all tenants in comrmamership for making decisions on
the issues of ownership and use of a land plobmmon ownership, even theoretically, since
after fourteen years that have passed since thatigation of farmland, about half of them have

lost contact with agriculture, retired, changedrtp&ace of residence, demised their shares etc.

Thus, the legal provision approved unblocking thgassable obstacle of the civic
legislation on the issues of making decisions r@iggrownership and use of the land plot being

in common ownership.

One more impassable obstacle of the civic legmtahas also been unblocked on the
issues of making decisions regarding dispositiorlaofl plots being in common ownership.
According to Article 246 of the Civil Code of theuSsian Federation, disposal of such a land
plot will be performed after agreement betweerntaiants in common ownership, and in cases

where such agreement has not been reached, tiisdaanot be resolved even in court.

Now, according to paragraph 2 of the Article becmmmented on, in cases where
agreement between tenants in common ownershigrfanging a deal with a land plot in
common ownership has not been reached, then thabmpof tenants in common ownership,
which has expressed disagreement with arranginga lths the right to allocate a land plot

against its shares and dispose of them at its asanedion.

However, in practice, simplification of the proceeluof disposal of a land plot in
common ownership may lead to the opposite resuligrdup of citizens or legal persons
interested in allocating and purchasing a land il better fertility, landscape, and location,
according to Article 185 of the Civil Code of thei$®ian Federation, obtains powers of attorney
from 20% of tenants in common ownership for arraggieals with their land shares and holds a
general meeting of tenants in common ownershim@utheir powers of attorney), at which it
reaches quite a qualified decision on the allocatib a land share in the place it likes. As a

result, the interests of the remaining 80% of téman common ownership may be ignored.



Apparently a tenant in common ownership needs togbase attention to announcements on

convening a general meeting and take active pats iwork.

Chapter IV. TRANSITIONAL AND FINAL PROVISIONS

Article 15. Notion of a land share

A land share obtained during the privatisation of firmland prior to effectiveness of

the current Federal Law represents a share in theammon ownership of land plots .

Comment

1. In paragraph 5 of Article 79 of the Land Codelhef Russian Federation the term “land
shares, originating as a result of privatisatiofiaoilands”. However, in Article 6 of this Code,

when enumerating the objects of land relationsteh®a “land shares” has not been referred to.

This term is not available in the Civil Code of tRassian Federation, though the notion
of a “land share” is being used in the decreeshefRresident of the Russian Federation and
regulations of the Government of the Russian Feideraapproved on the issues of re-

organization and privatisation of the agro-indatcomplex enterprises.

2. Analysis of the legal relationships originatimgthe privatisation of farmlands during
the re-organization of agricultural enterprisewai to come to a conclusion that a land share
corresponds to the notion of a share in common oshife as contained in Article 244 of the

Civil Code of the Russian Federation.

The notion of a land share cited in Article 15 lo¢ tFederal Law being commented on,
removes the once present contradiction betweetattielaws and the civil legislation regarding
this issue.

3. The Article being commented on defines thatd Iahares received by citizens on the
privatisation of farmlands prior to effectivenesk tbe current Federal Law. However, the
Federal Law No. 113-FZ “On Amendments and Addititmshe Federal Law on "Transfer of
Agricultural Lands” of 07.07.2003 assumes the fdramaof new land shares in cases provided



for by the laws of a constituent entity of the RassFederation (the third and the fourth
paragraphs of paragraph 4 of Article 10 of the Faldeaw being commented on). The matter is
the farmlands in thirteen constituent entities e Russian Federation, in which, based on the
results of the local referenda during the impleragon of land reform, no transfer of farmland
into common ownership of citizens was performe#leviise applying to the farmland of
experimental and manufacturing enterprises, trgiminterprises, state breeding enterprises and
other agricultural enterprises, the land privaisatat which was prohibited prior to the

effectiveness of the current Federal Law.

Thereby it is necessary to bear in mind the fdwt twhen passing such a law, the
constituent entity of the Russian Federation hasrigjht to establish cases of granting citizens
land shares for free as well as establishing césegranting land shares from the land
reallocation fund to the ownership of citizens aeglal persons on a gratuitous basis. In some
constituent entities of the Russian Federation raoeg to this provision, own laws on the
privatisation and granting citizens land shares ewapproved (e.g., in the Republic of
Bashkortostan, the Republic of Kalmykia, the Rejubl Sakha (Yakutia).

Owing to provisions of paragraph 3 of Article 3 thfe Land Code of the Russian
Federation this provision of the Federal Law betognmented on underlies the provisions of
Articles 1 and 28 of the Federal Law No. 178-FZ “®nvatisation of State and Municipal
Property” of 21.12.2001, according to which theefdd-charge privatisation of the property
being in state and municipal property will not bermitted. In this case, it is necessary to

observe the provisions of paragraph 4 of Articleolthe Federal Law being commented on.

Article 16. Regulation of relations connected withand share lease agreements

concluded prior to the effectiveness of the currentederal law

1. Land share lease agreements concluded prior the effectiveness of the current
Federal Law should be adjusted to the regulations fothe Civil Code of the Russian
Federation and paragraph 2 of Article 9 of the curent Federal Law within four years after

the day of the current Federal Law comes into efféc
(in wording of the Federal Law No. 10-FZ of 07.03@05)

2. In cases where the land share lease agreemenpedfied in paragraph 1 of the
current Article have not been adjusted to the regwdtions of the Civil Code of the Russian

Federation and paragraph 2 of Article 9 of the curent Federal Law within four years after



the day of the current Federal Law comes into effécthe regulations for trust agreements

will apply to such agreements. Registration of suchgreements is not required.
(in wording of the Federal Law No. 10-FZ of 07.03@05)

3. Adjustment of such lease agreements to the abonentioned regulations may be
applied based on powers of attorney, issued by an@nt in common ownership to another
tenant in common ownership or to another person andavitnessed by an official of the local

authority or notarised.

(paragraph 3 was introduced by the Federal Law No87-FZ of 18.07.2005)

Comment

1. The Article being commented on obliges the lessmd the lessees of land shares to
adjust the land share lease agreemeatgluded prior to effectiveness of the Federal laaw
“Transfer of Agricultural Lands” according to thegulations of the Civil Code of the Russian
Federation and paragraph 2 of Article 9 of the Faldeaw considered within a period of four

years.

Such land share lease agreements without detemnihan borders of the land plots in
common ownership of citizens were concluded acogrdo the Resolution of the Government
of the Russian Federation No. 96 “On ExercisingRIghts of the Owners of Land and Property
Shares” of 01.02.1995 (lost validity according tee tResolution of the Government of the
Russian Federation No. 912 of 20.12.2002 due td-#deral Law being commented on taking
effect) and prepared after the Resolution of theeggament of the Russian Federation N0.698-p
of 01.05.1996 byRoskomzem (Committee on Land Resources and Tenure of thesi&us

Federation) on 16.05.96 in an exemplary land slease agreement.

According to paragraph 3 of Article 607 of the Ci€iode of the Russian Federation, a
lease agreement should include data allowing tanitelfy determine the property subject to
transferring to a lessee as a lease subject. Bsaaere this data is absent in the agreement, the
condition of the subject, which should be trang@ro lease will be considered not coordinated

by the parties and the corresponding agreemennwailbe considered concluded.

For state registration of a lease agreement aguptdiArticle 26 of the Federal Law No.
122-FZ “On State Registration of Rights to ImmowaBloperty and Transactions Therewith” of



21.07.1997 the necessary condition will be appanthe plan of a land plot to this land plot

lease agreement.

Thus, only such a land plot can be transferreckésd, the borders of which have been
determined on site and certified within legal terimst not a land share (a share in the common

ownership) having no borders on site.

The Federal Law being commented on (paragraph Rrtofle 9) assumes transferring
into lease a land plot in common ownership, in, fulithout preliminary allocation of several
independent land plots against each of the lanceshin this case, a lease agreement with a fall
in persons from the lessor’s side will be concludihder with the tenants in common ownership,
or with a person acting on the basis of powerstiir@ey issued to him by all other tenants in
common ownership. Such power of attorney may tieeenotarised or certified by an official of

thelocal authority, which greatly simplifies the procedure of conahgdthe lease agreement.

2. In cases where the land share lease agreemmntsot adjusted according to the
abovementioned legal regulations within a four-yeanod, the regulations for trust agreements
will apply to such agreements.

According to Article 1013 of the Civil Code of tlitussian Federation, the subjects of
trust may be most subjects of civil law, listedArticle 128 of this Code, including also the
rights of property, e.g., the right to a land sharkis legal provision is also reflected in the
second paragraph of clause 1 of Article 12 of thesldfal Law considered, where it is
established, that a tenant in common ownership thasright to transfer a share common

ownership to a land plot into trust.

The Article being commented on offers the most ptad#de method of transition from the
land share lease agreements not correspondingetéedgfslation (without abolishing them) by

changing the subject of these agreements for thiecof the trust agreements.

Alteration and denunciation of any agreement agogrtb Article 450 of the Civil Code
of the Russian Federation are possible only aftgeeament between the parties, except as
otherwise provided by the Civil Code of the Rusgtaderation and other laws or agreements.

Hence, alteration of the land share lease agreenwntorresponding to the legislation

may be performed by virtue of the Federal Law.

The Article considered provides for alteration elations resulting from land share lease
agreements not corresponding to the legislatiomeltions of trust agreements for land shares,
which corresponds to the legislation. Thereby & baen established, that there is no need to

renew and register such agreements.



Obviously, this means that the lessor obtains igjfets and duties of a trust founder and
the lessee obtains the rights and duties of aeeusipecified by the Civil Code of the Russian
Federation. Apparently, the lease payment specliech land share lease agreement will be

considered in this case the profit after the taggeement.

3. The Article being commented on states that isesawhere the land share lease
agreements are not adjusted to legislation withenfour-year period (up to January 27, 2007),
the regulations for trust agreements will applysteh agreements without registering the trust
agreements.

However, in virtue of Article 1012 of the Civil Cedbf the Russian Federation, a trustee
should assume obligations of controlling the propdor the benefit of the founders. In all
likelihood, adirector of the agricultural organization should issue an order, specifying that
as from January 27, 2008 he or she undertakes allights and obligation for trust

management of land shares in virtue of the Federdlaw being commented on.

Thereby after that time the owners of land sharélé suffer from unfavourable
consequences. For example according to paragraghAgicle 1022 of the Civil Code of the
Russian Federation it will be allowed to repaydiebéts arising in connection with the trust at the
account of this property, i.e. the land shares bwgold without obtaining the approval of their

owners regarding this.

Thus, the owners of land shares should be intetdste&lrawing up lease agreements

within a legal framework; otherwise they may berdegnl of the ownership rights to the land.

Article 17. Determining the borders of agricultural land plots in common ownership

Tenants in common ownership, having received agridwral land plots into
ownership during privatisation is obliged to provide determination of borders for
agricultural land plots in common ownership accorang to the requirements of land

management.

Comment



1. The duty of the tenants in common ownership ravide for determination of the
borders for agricultural land plots being in commmnnership, which is established in the
Article being commented on, and has been stipuliateby several reasons.

Firstly, in order to arrange a transaction with a landeshiais necessary to pass the state
re-registration of rights to this land share. As la&ready been specified in paragraph 1 of the
comments to Article 12 of the Federal Law considgeiia order to re-register the previously
issued certificates of ownership rights to the Iahdres or extracts from decisions of the local
authorities on privatisation of farmlands, everynawof a land share (group of owners or all the
owners) is obliged to submit to a registration chama plan of the land share, transferred to
common ownership of citizens during the re-orgamra (privatisation) of agricultural

organizations.

Secondly during the re-organization of collective farmdats farms and other
agricultural enterprises the total number hadeased from 24 thousand to 36 thousand and,

correspondingly, new boundaries of land use byetlhegal persons appeared.

Thirdly , in the course of privatisation of farmlands poesly assigned to collective
farms, state farms and other agricultural enteegrigith the rights of permanent (termless) use,
part of these farmlands remained in state ownerghiphe land reallocation fund without

determining their borders.

Fourthly, non-farmlands (lands with hardy shrub vegetationads, buildings,
installations, structures used for manufacturingrisg and initial processing of the agricultural
products, water, swamps etc.) were not subjectrieafsation of farmlands and remained
assigned to agricultural organizations with théhtsgof permanent (termless) use and without
determining their borders.

Fifthly, part of the land shares remained unclaimed (noicgijmins for obtaining the
ownership right to land shares were received),thadorders of these land shares have not been

determined.

2. According to the Decree of the President of fhessian Federation No. 337 “On
Realization of Citizens’ Constitutional Rights tarid” of 07.03.1996 and the Resolution of the
Government of the Russian Federation No. 86 “Orétore to Restructure Collective and State
farms 7 of 29.12.1991, the executive bodies of astituent entity of the Russian Federation
together withRoskomzem, district and enterprise commissions for privaisaof lands, being in

use by collective farms and state farms, had téopara range of land-surveying work for the



delimitation of land remaining in use of the rearg&ad agricultural organizations, transferred to

the land reallocation fund and common ownershipitofens.

However, because of insufficient funding, thesedianrveying jobs have been
performed over a small area. Now the tenants inncomownership are entrusted by a Federal
Law with the obligation to finish them, becausewdiich the abovementioned Decree of the
President of the Russian Federation and the Regulaf the Government of the Russian
Federation have been acknowledged to lose theidityalaccording to the Decree of the
President of the Russian Federation No. 250 of263and the Regulation of the Government
No. 912 of 20.12.02.

3. Procedures for determining the land plot borderssite are detailed according to
Article 17 of the Federal Law “On Land Tenure” gmavisions on conducting territorial land
utilization, approved by the Resolution of the Goweent of the Russian Federation No. 396 of
07.06.2002, in Methodical recommendations for penfog land-surveying of the land-
utilization objects, approved on 17.02.2003 byH®ad ofRoszemkadastr, Mr. S.I. Sai (without

number).

Requirements for execution of documents on langesuimg submitted for state cadastral
registration of the land shares have been apprbydlde Decree dRoszemkadastr No. I1/327 of
02.10.2002 (registered at the Ministry of JustitR®ossia under No. 3911 on 13.11.2002).

Federal Law No. 87-FZ of 18.07.2005 introduceddigmificant changes to Article 17 of
the Federal Law “On Land Tenure” regardiagclusion of the requirement for obligatory
determination of the outlines of the land plot borars during land surveyingand permission
to compose a different description of the locatanthe borders of a land utilization object
(without determining the coordinates), in cases rehey coincide with the borders of the
reference points available (roads, streets, priotedbrestation, rivers, brooks, channels, linear
objects etc.), being reflected in the informatidrihe state cadastre and (or) based on measuring
distances between the land-utilization objects@rdesponding reference points with specifying
the directions from reference points to a landizatiion object, as well as based on the

corresponding measurements relative to a lancaitiéin object.

The cost of land-surveying work for describing lgsidt borders using the cartographic
method will be 8-10 times less than the cost ofkedor determining the coordinates of the
turning points of the land-utilization object’s lkders, performed up to the present time with the

help of geodesic methods.



The corresponding clarifications regarding thisiessvere sent in the letter No. BK/1067
of 18.10.2005 fromRosnedvizhimost to the branches dRosnedvizhimost and the offices of the
Federal State Institution “Land Cadastral Chamladrthe constituent entities of the Russian

Federation.

Article 18. Documents certifying the right to a lard share

Certificates of the right to land shares issued par to effectiveness of the Federal
Law of No. 122-FZ "On State Registration of Rightsto Immovable Property and
Transactions therewith” dd July 21, 1997, and in caes of their absence, an extract from
decisions of the local authorities, adopted prior d effectiveness of the aforementioned
Federal Law on privatisation of farmlands, certifying the rights to a land share have equal
legal effect as the records in the unified state gistry of rights to immovable property and

transactions therewith.

Comment

1. In the Article being commented on, three typedaxzuments certifying the right to a

land share have been legally defined:

1) Certificates of Ownership to land shares isspedr to effectiveness of the Federal
Law No. 122-FZ “On State Registration of Rightsltemovable Property and Transactions
therewith” of 21.07.1997, after the form approvedtbhe Resolution of the Government of the
Russian Federation No. 177 “On Approval of FormsQ@ertificate of Property Right to Land,
Lease Agreement for Agricultural Lands and ContadcEemporary Use of Agricultural Lands”
of 19.03.1992, being issued prior to 27.10.1998| after the form approved by the Decree of
the President of the Russian Federation No. 176@ Regulation of Land Relations and
Development of Agrarian Reform in Russia” of 2718®3, issued by district (city) committees
on land resources and tenure prior to the estabésh of legal agencies for state registration of
rights to immovable property and transactions tvérein a specific constituent entity of the

Russian Federation (in a number of regions uptoag 1, 2000);

2) extracts from decisions of the local authoritiesprivatisation of farmlands in cases

where certificates of ownership right to land skanad not been issued for various reasons.



These decisions were taken by the local authoritéesed on the minutes of a general meeting
(representatives meeting) of the labour collectof@ reorganized collective farm or state farm
on approval of the list of persons for allocatidrpmperty and land shares;

3) records of right to a land share in the Unifadte registry of rights to immovable

property and transactions therewith (hereinaftiarred as EGRP).

Documents certifying the ownership right to a lafdire should not be identified with
certificates of state registration of rights to iowable property after the form approved by
Resolution of the Government of Russian Federdidon 219 “On Adoption of the Rules for
Keeping EGRP” of 18.02.1998. This certificate oogrtifies the conducted state registration of
rights in EGRP.

2. By acknowledging that the previously issued ifteates of ownership right to land
shares, and in cases of their absence, the exfiracts the approved decisions of the local
authorities on privatisation of farmlands, have adegal effect as the records in EGRP, the
legislator thereby firstly acknowledged the legabf the reorganization of collective farms and
state farms, performed according to decrees ofPiesident of the Russian Federation and
regulations of the Government of the Russian Feéideraand secondly did not consider it
necessary to start the exchange and the re-issugintiee previously received documents

certifying the right to a land share.

This means that certificates issued by the loc#taities (prior to October 27, 1993),
and certificates issued by district committeesamdlresources and land tenure (prior to 1998),
should not be changed, they are effective and lemat effect. The same principle is allocated in
paragraph 1 of Article 6 of the Federal Law "Ont&tRegistration of Rights to Immovable
Property and Transactions Therewith". However, graah 2 of the same Article established the
exception from the discretionary rule, establisedparagraph 1: in order to perform state
registration of a transaction with real propertyiliies after the consummation of this Federal
Law, state registration of rights to this object is oblgatory, for the rights, originating prior to

consummation of this Federal Law.

In fact, in order to perform any transaction wittaad share,it is first necessary to pass
state cadastral registration of the land share in acadastral chamber and pass the state
registration of rights to it at a registration chamber. After that it is possible to perform
transactions subject to further state registragioa registration chamber.

The amendment introduced by the Federal Law Nd=B6f 18.07.2005 to Article 12 of

the Federal Law concerned made one exception torthe: transfer of a land share to the



authorized (share) capital of an agricultural orgation, asset management, testament or
allocation of a land share against a land sharé lvel performed based on the documents
certifying the right to a land share accordinghe Article being commented on, without state

registration of right to a land share resultingrirprivatisation of the farmland.

Based on that, it is possible to reach a conclutianhthelegislator did not knowingly
simplify the procedures for sale and donation of dand share, as in these cases preliminary
re-registration of the previously originating right a land share is necessary.

Article 19. Effectiveness of the present Federal lva

The present Federal Law will take effect six monthsfter its official publication.

Comment

1. According to the Federal Law No. 5-FZ “On Pragedof Publishing and Entering
into Force of Federal Constitutional Laws, Fedémals, Acts Passed by the Chambers of the
Federal Assembly of the Russian Federation” of 8.4994, Federal laws take effect either on
the date established in a specific Federal law,iroicases where such a date has not been
specified, at the end of 10 days after official mibng of such a Federal law. The first
publishing of the complete text in tiRossiyskaya Gazeta, Parlamentskaya Gazeta (Parliament
Newspaper) or in theCompendium of Legislation of the Russian Federation will be considered

the official publishing.

The present Federal Law was published inRbssiyskaya Gazeta on July 27, 2002. (No.
137), Parlamentskaya Gazeta on July 27, 2002 (No. 140-141) and in t@empendium of
Legislation of the Russian Federation on July 29, 2002. (No. 30, Article 3018). ThuslyJzi7,
2002 should be considered the first publicatiore adtthe law and took effect six months after
its official publishing, i.e. from January 27, 2003

According to section 1 of Article 15 of the Constibn of the Russian Federation
unpublished laws will not be applied. Any regulgttegal acts considering the rights, freedoms
and duties of persons and citizens cannot be applieases where they have not been publicly
published for the general public.



According to the legislator’s intention, six month&er the official publishing of the
Federal Law being commented on, it will be necgska it to take effect, in order to create the
necessary conditions for its enforcement, includirggpreparation of a series of regulatory legal
acts of the Russian Federation and the laws otadhstituent entities of the Russian Federation,
directly specified in it. For example, accordinghe second paragraph of paragraph 4 of Article
13 of the Federal Law being commented on, the toest entity of the Russian Federation
should establish the procedures for conductingitations in cases of origination of disputes on
the location of an allocated land share againtral share (prior to changes, introduced by the
Federal Law No. 87-FZ of 18.07.2005, the Governnoérthe Russian Federation was entrusted
with this duty) or according to Article 4 the cahsent entities of the Russian Federation have to
determine the limiting size of land shares by tleairs.

2. Regarding the issues of privatisation of theicafjural land plots being in state or
municipal property, the Federal Law concerned (gaagh 4, Article 1) empowered the
constituent entities of the Russian Federation witlependent determination of the date, from
which privatisation of such land shares will beagoéd on their territory. This means individual
provisions of the Federal Law being commented olt mot be simultaneously applied at

different constituent entities of the Russian Fatlen.

3. Furthermore as against the general rules tledttlis do not have retroactive effect, in
several cases the Federal Law being commentedanagi@ph 1 of Article 5, Articles 15, 16 and
18) applies to legal relationships, originatingopttio its effectiveness. Thus, in cases of viofatio
of the requirements of Articles 3 and (or) 4 acaagdo Article 5, it is necessary to conduct the
alienation of a land share or a share in commoneostip right to a agricultural land plot
acquired prior to effectiveness of the Federal lbeavwg commented on one year after the day of

the Federal Law coming into effect.

Article 19.1. Application of individual provisions of the present Federal Law
(introduced by the Federal Law No. 113-FZ of 07.02003)

1. In cases where, on the day of the current Feddrdaw coming into effect a
constituent entity of the Russian Federation has rnopassed the law, providing for
enforcement of the present Federal law, on the teitory of such constituent entity of the

Russian Federation, the following rules apply:



1) privatisation of agricultural land plots, provided for by paragraph 4 of Article 1

of the present Federal Law, will be performed as fom January 1, 2004,

2) the minimum areas of land plots provided for byparagraph 1 of Article 4 of the
present Federal Law, are equal to minimum areas olland plots established according to

Article 33 of the Land Code of the Russian Federathn for performing farming activities;

3) the maximum size of the total area of farmlandprovided for by paragraph 2 of
Article 4 of the present Federal Law is establisheds equal to 10 percent of the total area of

farmlands located on the territory of a single muncipal district;
(paragraph 3 in wording of the Federal Law No 87-FZof 18.07.2005)

4) authorities of the constituent entities of the Rssian Federation provided for by
paragraph 3 of Article 5, paragraph 3 of Article 6,paragraph 1 of Article 8, paragraph 2 of
Article 12, and paragraph 3 of Article 13 of the pesent Federal Law relate to the
competence of the supreme executive public board tie constituent entity of the Russian

Federation;

5) according to paragraph 2 of Article 10, paragrap 2 of Article 12, paragraph 1 of
Article 13 and Article 14 of the present Federal Lav, the mass media provided for
publishing the announcements are the source of aoffal publishing of the regulatory legal
actsof the public authorities of the constituent entiy of the Russian Federation and (or) the
official publishing of regulatory legal acts of thelocal authorities in the location of the land

share.

2. Provisions of the current Article are effectiveup to the law of the constituent
entity of the Russian Federation, which regulateshie aforementioned legal relationships
coming into effect.

Comment

1. The Article concerned is included into the Fatéaw being commented on by the
Federal Law No. 113-FZ “On Amendments and Addititmshe Federal Law on "Transfer of
Agricultural Lands” of 07.07.2003.

The Federal Law being commented on was passedeébpttite Duma on 26.06.2002,
approved by the Federation Council on 10.07.20@fhesl by the President of the Russian



Federation on 27.07.2002 and took effect on 270DB2However, its enforcement in practice
will only be possible on the condition that the stiuent entities of the Russian Federation pass
their own laws, where they will establish:

1) the starting date for privatisation of land plot
2) the minimum area of the new land plots beingnfed;

3) the maximum total area of the land plots, whselm be owned simultaneously by a
citizen and a legal entity;

4) the powers of a specific public authority (am@xtive board of the public authority of
a constituent entity of the Russian Federation aruaicipal entity), the competence of which
relates to the right of first refusal to the lartthie being sold, responsibility to purchase the

“over-norm hectares”, initiative for coercive temation of rights to unclaimed land shares;

5) specific mass media, foreseen for publishingittiermation on the allocation of a
land plot against a land share and convening ofydreeral meeting of participants in common

ownership.

It is worth mentioning, that it is not possibledoforce any turnover of farmland without
the aforementioned provisions and rules. Howevé@himva year after adoption of the Federal
Law being commented on, only nine constituent exstibf the Russian Federation have adopted
and taken their laws into effect. Thus, the feddegjislators were forced to initiate the
amendment and expand the Federal Law with thelArdtieing commented on.

2. Article 19 establishes the rules, which should be settletheyaws of the constituent
entities of the Russian Federation. This Articlefis temporary nature and will be applied to the
territory of a specific constituent entity of thei$gian Federation prior to effectiveness of the
law of this constituent entity of the Russian Fetien, regulating the legal relationships stated
in the Article being commented on. The law of tleastituent entity of the Russian Federation
may establish its own rules, which may differ froine provisions of Article 19of the Federal

Law concerned.

Article 20. Adjustment of the regulatory legal actsto the present Federal Law

1. The President of the Russian Federation and th&overnment of the Russian
Federation should adjust their regulatory legal acs according to the present Federal Law.



2. Within a six-month period the Government of theRussian Federation should

adopt the regulatory legal acts providing for enfocement of the present Federal Law.

Comment

1. According to Article 6 of the Federal Law No.7tBZ “On Implementation of the
Land Code of the Russian Federation” of 25.10.2@% regulatory legal acts of the President of
the Russian Federation and the regulatory legad a€tthe Government of the Russian
Federation published prior to validation of the da@Gode of the Russian Federation will be
applied in the part which not contradict the Lar@t€ of the Russian Federation.

Taking into consideration that, according to Adi@7 of the Land Code of the Russian
Federation turnover of farmland is regulated by separate Federal Law on “Turnover of
Agricultural Lands”, the regulatory legal acts bétPresident of the Russian Federation and the
Government of the Russian Federation regulatingréthegtionships in the area of turnover of

farmlands should be used in the part, not conttiagi¢che Federal Law being commented on.
The following should be related as such, partidyiar

Decree of the President of the Russian Federation343 “On Urgent Measures on
Implementing Land Reform in RSFSR” of DecemberI@R1;

Decree of the President of the Russian Federation1N67 “On Regulation of Land

Relations and Development of Agrarian Reform ingtaisof October 27, 1993;

Decree of the President of the Russian Federation 387 “On Implementation of
Citizens’ Constitutional Rights to Land” of March 1096;

Regulation of the Government of the Russian Femgrailo. 86 “On Procedure to
Restructure Collective and State farms ” of Decan29¢ 1991;

Regulation of the Government of the Russian Femeratlo. 138 “On Progress and

Development of Agrarian Reform in the Russian Fatilen” of March 6, 1992;

Provisions for re-organisation of collective farmrasd privatisation of state-owned
agricultural enterprises, approved by the Regufatad the Government of the Russian
Federation No. 708 “On Procedure for Privatisaaod Re-organization of Enterprises of Agro-
Industrial Complex” of September 4, 1992;



Regulation of the Government of the Russian Fenerdio. 96 “On the Procedure to
Exercise the Property Rights of Land Shares angd?typ Shares” of February 1, 1995.

The aforementioned regulatory legal acts are censt as having lost their force,
correspondingly, by the Decree of the Presidentthef Russian Federation No. 250 “On
Amendment and Considering Certain Acts of the Bestti of the RSFSR and the President of
the Russian Federation Invalid” of 25.02.2003 amel Regulation of the Government of the
Russian Federation No. 912 “On Invalidation of Sofdevernment Decisions Related to
Turnover of Farmlands” of 20.12.2002.

2. The Article considered does not oblige the dtrestt entities of the Russian
Federation to adjust their laws according to theefa Law "On Turnover of Agricultural
Lands”, but Article 9 of the Federal Law No. 137-F2n Implementation of the Land Code of
the Russian Federation” of 25.10.2001 containsrégsiirement. Furthermore, Article 76 of the
Constitution of the Russian Federation and pardgéapf Article 1 of the Federal Law being
commented on, establish that the laws of a comstitentity of the Russian Federation are
adopted according to the Federal laws and canmaitambict them.

3. The Article concerned (paragraph 2) obligesGbgernment of the Russian Federation
to adopt the regulatory legal acts providing fofoecement of the law within a six-month

period.

In the past period federal executive bodies hawpiad the following regulatory legal

acts:

Regulation of the Government of the Russian Feuerdtlo. 576 of 07.08.2002 “On
Procedure for Disposal of Land Plots in the Staten@ship Before Division of the State
Ownership to Land” (establishes the competenceedéral executive bodies, public authorities
of the constituent entity of the Russian Federa#ind local authorities in making decisions on

privatisation of land shares according to Artictedf the Federal Law being commented on);

Regulation of the Government of the Russian Feuberdtlo. 615 of 17.08.2005 “On
Approval of Standard Expenditures in Sale of thad_Rlots in the State Ownership or the Right
to Conclude Lease Agreements for Such Land PloGitieens and Legal Entities” (determines
the type of costs and expenses of specialized @maj#ons for organizing and conducting tenders
(auctions), deductible from the amounts coming frdme sale of land shares or rights to
conclude lease agreements for land plots accorttingrticle 10 of the Federal Law being

commented on);



Regulation of the Government of the Russian Femerdo. 808 “On Organization and
Conducting Auctions to Sell the State-owned or Mipally-owned Land Plots or the Right to
Conclude Lease Agreements for Such Land Plots”1af1.2002 (determines the procedures for
organization and conducting auctions according ttick 10 of the Federal Law being

commented on);

Regulation of the Government of the Russian Fenerdtio. 833 “On the State Land
Control” of 19.11.2002 (determines powers of fetleseecutive bodies in performing control
over observance of the Land Code, incl. compliawmitie the requirements of paragraphs 2 and 3
of Article 6 and paragraph 5 of Article 13 of thederal Law on being commented on the

coercive termination of rights to improper useasfd shares and unclaimed land shares);

Regulation of the Government of the Russian Feaerdo. 262 “On Approval of Rules
for Compensation to the Owners of Land Plots, Lbsdrs, Land Owners and Leaseholders of
Land Plots Their Losses, Inflicted by Withdrawal Te@mporary Occupation of the Land Plots,
Limitation of Rights of the Owners of Land Plotsarid Users, Land Owners and Lessees of
Land Plots or by Deterioration of Soil as a ResilOther Persons’ Activity” of 07.05.2006
(determines the grounds for damages and procedresstablishing their extent according to

Article 6 of the Federal Law being commented on);

The directive of the Ministry of Property Relatioofsthe Russian Federation No. 3070-p
(registered in the Ministry of Justice of the RassFederation under No. 3833 on 03.10.2002)
“On Approval of Sample Decisions on TransferringhdlaPlots into Ownership, Perpetual Use
(for Unlimited Period), Free-of-charge Use for amited Period, Lease, and Concluding Sale
Contracts, Contracts of Free-of-charge Use for tathiPeriod and Lease Agreements for Land
Plots” of 02.09.2002 (recommends using the includathple decisions and contracts listed

according to Articles 9 and 10 of the Federal Lawnb commented on);

The Order of the Federal Land Cadastre Service e Russian Federation
(Roszemkadastr) No.I1/327 (registered at the Ministry of Justice of Bessian Federation under
No. 3911 on 13.11.2002) “On Approval of RequiremsantLand Survey Documents, Submitted
to Register Land Plots in the State Cadastre” af@2002 (sets the requirements for drawing up
the documents mentioned, their form and complatibes according to Article 17 of the Federal

Law being commented on);

Methodical recommendations for performing land syimg of land utilization objects of
17.02.2003, approved by the Federal Land Cadastrwic® of the Russian Federation
(Roszemkadastr) according to Article 17 of the Federal Law “OnnidaTenure” and Regulation

of the Government of the Russian Federation No. 396 Approval of Regulations for



Territorial Land Management” of 07.06.2002 (estsitdis the structure and content of works for
establishing the borders of land shares accordindirticle 17 of the Federal Law being

commented on);

Methodical recommendations for the compositioreofitorial land management projects
in cases of redistribution of farmlands, used byicaffural organizations and (or) in common
equity ownership of 24.01.2004, approved by theeFsd_and Cadastre Service of the Russian
Federation Roszemkadastr) according to Articles 13 and 17 of the FederaWwLbeing
commented on (established the procedures for detielgnthe location of land plots, allocated

against land shares);

The Order of the Federal Agency for Federal Prgpétatnagement No. 104-p of
07.06.2004, registered in the Ministry of Justioe28.07.2004 under No. 5943 “On Approval of
Sample Lease Agreement for a State-owned Land Rietbmmends using the included model
form of a land plot lease agreement according tiickes 9 and 10 of the Federal Law being

commented on);

The Order of the Ministry of Justice of the Russkederation No. 70 of 03.25.2003
(with  Amendments of 19.01.2005 No. 4) “On Approvaf the Methodological
Recommendations on the Procedure for State Registraf a Right of Common Ownership to
Immovable Property” (establishes the procedurestter registration of rights to land shares
according to Articles 9, 13, 17, 18 of the Fedéak being commented on;

The Order of the Ministry of Economic DevelopmemidaTrade of the Russian
Federation No. 145 “On Approval of the Methodicatd@mmendations for State Cadastral
Valuation of Farmlands” of 04.07.2005 (used at sadh valuation of farmland according to

Article 13 of the Federal Law being commented on).



APPENDIX
Practice and Problems in Applying the Federal Law On Turnover of Agricultural Lands”

For several years at the state level the agriall&ector has been undergoing reforming
changes intended to create a favourable investatiemite in Russia. In addition to other means
the change is possible due to the enaction of @ews,|lone of which is the Federal Law “On
Turnover of Agricultural Lands”.

It is impossible to solve all existing problemshe Russian villages merely by allocating
funds from the state budget. The agricultural sent®eds investments from both Russian and
foreign nationals in order to be developed. But langinessman, whether Russian or foreign, big
or small, will invest money if he has a clearly utged remedial device for his economic
interests. Therefore, such issues as transfer aemhip of a plot of land and long-term leasing
should be given serious consideration when invgsfumds to establish new agricultural
enterprise®r restore financial solvency of existing ones.

Both Russian and foreign investors realize thattinoed success of an agricultural
enterprise and an investment project as a wholesrabp on competent and professional
preparation and registration of the legal documeserifying the right to use a plot of
agricultural land.

Despite the amendments and additions made to tdher&elLaw “On Turnover of
Agricultural Lands”, its application indicates tlsa#tid law needs to be updated and improved.

On the average it takes one year to register ticerdents relating to lease agreements
with land shareholders from the time of the decisiy the general meeting until the state
registration of the agreement. Therefore, investage some questions. What can they do
during this period? Can they invest in developmamtl agricultural operations before they
acquire tenancy rights? Is it legal to use a pfdand prior to the state registration of the lease
agreement?

Due to the imperfections of land legislation anydatransaction may give rise to
administrative and criminal proceedings. Such cnstances are hardly favourable for capital
investments in agriculture.

The task of practicing lawyers is not only to secinvestors but also to create a legal
standard for land market development, to reveakHigting problems to the legislators and bring

the law to perfection through their joint efforts.



1. Comparative Analysis of Regulating the Turnover ofAgricultural Lands by Laws of

the Constituent Entities of the Russian Federation

The Federal Law “On Turnover of Agricultural Landgdve a great deal of authority to
the constituent entities of the Russian Federdtomegulating turnover of agricultural lands on
their territories.

The issues regulated by the regional legislatuaevglof the constituent entities of the
Russian Federation) are specified below:

 establishment of pre-emptive rights exercised byuaicipality to purchase a plot
of agricultural land put up for sale except whemsitsold by competitive bidding (public
auctions or tenders) (sub-clause3 clause 2 Art.thef Federal Law “On Turnover of
Agricultural Lands”);

* the starting point for privatisation of agricultutand plots (clause 4 Art. 1 of the
Federal Law “On Turnover of Agricultural Lands”);

* setting of the minimum size of new agricultural daplots as required by the
Russian Federation Legislation on Land Developnfelauise 1 Art. 4 of the Federal Law
“On Turnover of Agricultural Lands”);

* setting of the maximum size for the total areaasfrfland located on the territory
of one municipal district and owned by an individaad/or a legal entity, at no less than 10
percent of the total area of farmland located ad saritory at the moment of allocation
and/or purchase of such lands (clause 2 Art.4,hef Federal Law “On Turnover of
Agricultural Lands”);

« establishing the duty of an agricultural land @elier to give the local government
written notice of his or her intention to sell thiet (clause 2 Art. 8 of the Federal Law “On
Turnover of Agricultural Lands”;

* setting the minimum leasing period for an agriadtdand plot according to the
permitted use of leased farmlands (sub-clause @sel& Art.9 of the Federal Law “On
Turnover of Agricultural Lands”).

Additional rules and restrictions for agricultutahd plot transactions cannot be set by
constituent entities of the Russian Federation ¢BRstituent entities) (clause 5 Art. 1 of the

Federal Law «On Turnover of Agricultural Lands”).



Below we will see how some of the RF constituertities have exercised their rights by
the examples of the laws in the Voronezh, Orenb@tl, Kaluga, Moscow, Novosibirsk
Regions, and the Krasnodar Territory.

Establishment of pre-emptive rights exercised by anunicipality to purchase an

agricultural land plot offered for sale except whenit is sold by competitive bidding (public

auctions or tenders) (sub-clause 3 clause 2 Art.If the Federal Law “On Turnover of

Agricultural Lands”);

RF RF Constituent Entity’s Law Provision of RF Constituent Entity’s Law
Constituent
Entity
Voronezh Law No.91- OZof December 28, 2005 “On Some | Clause 1 Art.9 “The Voronezh Region has a
Region Specific Aspects of Turnover of Agricultural Lanids | pre-emptive right to purchase an agricultural
the Voronezh Region” land plot put up for sale at the price for whigh
it is to be sold, except when it is sold by
auction or tender. If an authorized body of the
Voronezh Region refuses to purchase this
land plot for Voronezh Region state
ownership, a municipality has the right to
purchase such land plot for municipal
ownership.
Kaluga Law No. 243-0Z of the Kaluga Region of July 3, Not specified.
Region 2003 “On Specific Aspects of Turnover of Clause 1 Art.8 of the “Turnover of
Agricultural Lands in the Kaluga Region” (as Agricultural Lands» Law is applicable
amended by the Laws of the Kaluga Region No0.266-
0OZ of November 10, 2003, N0.94-OZ of June 27,
2005, and No, 169-0OZ of February 2, 2006)
Krasnodar Law No. 532-KZ of the Krasnodar Territory of Art. 26 — the Krasnodar Territory has the pre-
Territory November 5, 2002 “On Regulation of Land Relationsemptive right to purchase an agricultural land
in the Krasnodar Territory” (as amended by the Lawﬁalot put up for sale
of the Krasnodar Territory No. 597-KZ of July 2,
2003, No. 609-KZ of July 23, 2003, No. 635-KZ of
November 26, 2003, No. 752-KZ of July 22, 2004,
No. 871-KZ of May 31, 2005, N0.907-KZ of July 15|
2005, No. 935-KZ of October 25, 2005, and No. 997-
KZ of February 27, 2006)
Kursk Region | Law No. 8-ZKO of the Kursk Region of March 5, | Art.10 — the Kursk Region has the pre-
2004 “On Turnover of Agricultural Lands” emptive right to purchase an agricultural land
The Law has not yet been adjusted to the amendmeﬁli%t put up for sale
made on July18, 2005 to the Law “On Turnover of
Agricultural Lands”
Moscow Law No. 75/2004-OZ of the Moscow Region of JuneArt. 8 — the Moscow Region has the pre-
Region 12, 2004°0On Turnover of Agricultural Lands on the | emptive right to purchase an agricultural land




Territory of the Moscow Region” plot put up for sale
At the time of writing these comments amendments to

the Law are being considered to bring it to confoym
with the Federal legislation.

Novosibirsk | Law No. 162-OZ of the Novosibirsk Region of Art. 9 — the Novosibirsk Region has the prer

Region December 30, 2003 “On Turnover of Agricultural | emptive right to purchase an agricultural land

Lands on the Territory of the Novosibirsk Regions (aplot put up for sale
amended by the Laws of the Novosibirsk Region Np.
276-0OZ of March 14, 2005 and No. 324-OZ of
September 26, 2005). At the time of writing the

present comments amendments to the Law are being

considered
Orenburg Law of the Orenburg Region of March 17, 2003 No. Clause 1 Art. 8 — the Orenburg Region has the
Region 118/16-111-0Z (as amended by Law of the Orenburg pre-emptive right to purchase an agricultural

Region No0.773/125-111-OZ of January 13, 2004 and
No. 2881/513-111-OZ of December 22, 2005)

land plot put up for sale
Clause 3 Art. 8 — if the Orenburg Region dages

not use its pre-emptive right to purchase th

D

land within a month after receiving a written
notification of the land plot sale, a local
government has the right to purchase this land

plot.

Orel Region | Law No. 331-OZ of the Orel Region of June 5, 2008 Clause 1 Art. 5 — the Orel Region represented

“On Turnover of Agricultural Lands in the Orel by the administrative body of the Region ha
Region” (as amended by the Laws of the Orel Regi

"

Pthe pre-emptive right to purchase an
No. 374-0OZ of February 9, 2004 and No. 531-OZ of

August 22, 2005)

agricultural land plot put up for sale
Clause 3 Art. 5 — if the Orel region does not
exercise its pre-emptive right of purchase, the

seller has the right to sell the land plot to a

third party.

As the comparative table above shows, the RF dapsti entities reserve the pre-emptive
right to purchase agricultural land plots. The lawsthe Voronezh and Orenburg Regions,
however, provide for the right to purchase a lalad py municipalities after the RF constituent
entity waives its pre-emptive right.

On the one hand, a municipality acquires additioigiits. But, on the other hand, the
absence of municipal budgets for purchasing lamtsptomplicates the purchase procedure for
third parties and makes take longer to obtain almse permit. Such circumstances will have a
negative impact on turnover of agricultural lands.

It is generally agricultural organisations thall sed buy land plots. Therefore, a land
transaction must be conducted within a short peabdime so as not to interfere with the

agricultural production cycle. If a land plot tracfon process starts at the beginning of the crop



year, it may cause a temporary suspension of fgremations until the legal status of the land
plot is determined. The previous owner will notesvin land cultivation because he does not
plan to utilize the land any longer, a new ownelt not start any farm work until he acquires

ownership.

A land plot can also be purchased by auction adgerbut many investors are afraid of
this procedure, because competitors may disrupaticéon or tender or buy the land plot since
the competitive bidding process for agriculturaldas not clearly regulated by law.

Considering the fact that the regulation of turmowé agricultural lands required the
enactment of a specific Federal Law, it is alsoisalhe to establish a specific competitive
bidding process for selling agricultural land plots

At the present time the competitive bidding prodessegulated by Articles 447-449 of
the Civil Code of the Russian Federation and theoReion of the Government of the Russian
Federation No. 808 of November 11, 2002 “On Orgagiand Conducting Auctions on the Sale
of Land Plots in the Public or Municipal DomainRights on Concluding the Lease Agreements
for such Plots”.

Since agricultural land owners and lessees areonsge for preserving the designated
use of the land, it is expedient to conduct contipetbidding by specialized auctions or tenders

with specific requirements to the bidding particifsa(agricultural producers, farms, etc.).

The starting point of agricultural land plots privatisation (clause 4 Art. 1 of the Federal

Law “On Turnover of Agricultural Lands”):

RF Constituent RF Constituent Entity’s Law Provision of RF Constituent Entity’s Law
Entity
Voronezh Law No.91- OZ of December 28, 2005 “OnClause 3 Art. 1: “Privatisation of land plots im&&t
Region Some Specific Aspects of Turnover of | or municipal ownership located on the territory of
Agricultural Lands in the Voronezh the Voronezh Region comes into effect March 1,
Region” 2005".
Kaluga Region | Law No. 243-OZ of the Kaluga Region of| Art. 2 — from the time when Law No. 243-OZ of Jyly
July 3, 2003 “On Specific Aspects of 3, 2003 came into force

Turnover of Agricultural Lands in the
Kaluga Region” (as amended by the Laws
of the Kaluga Region N0.266-0OZ of
November 10, 2003, N0.94-OZ of June 27,
2005, and No, 169-0OZ of February 2, 2006)

Krasnodar Law No. 532-KZ of the Krasnodar Art. 21: “... Privatisation of agricultural land pkoin

Territory Territory of November 5, 2002 “On state or municipal ownership will be put into pieet

Regulation of Land Relations in the 49 years from the time when this Article comes into

Krasnodar Territory” (as amended by the force. This does not apply to the land plots:

Laws of the Krasnodar Territory No. 597-




KZ of July 2, 2003, No. 609-KZ of July 23 allocated to agricultural organisations as

2003, No. 635-KZ of November 26, 2003, well as to individual farmers holding them by right
No. 752-KZ of July 22, 2004, No. 871-KZ
of May 31, 2005, N0.907-KZ of July 15, with hereditary succession:;
2005, No. 935-KZ of October 25, 2005, and
No. 997- KZ of February 27, 2006)

of perpetual (indefinite) use or lifetime ownership

allocated to religious organisations with the
right of perpetual (indefinite) use;
allocated to persons for individual housing
and garage construction, private household, orehard

livestock-breeding, and gardening, and also occlupie

by buildings, structures, and facilities;

leased out to an individual or a legal entity

j=n

upon expiration of a three-year lease period pei
that the land plot was properly used.

In the case specified in the second extract of tpart
of present article, agricultural lands are to be
purchased at a price equal to 20 percent of the

cadastral value

Kursk Region | Law No. 8-ZKO of the Kursk Region of | Art.5: “Privatisation ... is applied to:

March 5, 20040n Turnover of 1) land plots allocated to individuals in

Agricultural Lands” lifetime ownership with hereditary successam

The Law has not yet been adapted to perpetual (indefinite) use — from the date when
conform to the amendments made on
July18, 2005 to the “ Turnover of

Agricultural Lands» Law

present Law came to effect:
2) land plots leased out to legal entities and
individuals at the expiration of a three-year lease
period provided that such land plot was properly
used;
3) other land plots except those indicated |in
clauses 1 and 2 of the present article - fromithe t

of announcement of privatisation of such land plot

n

according to the maximum area of agricultural
land plots in state ownership of the Kursk Region

approved for the current year”.

Moscow Region| Law No. 75/2004-OZ of the Moscow Art. 7 — Land plot privatisation takes effect oe th
Region of June 12, 200@&n Tumnover of | date when the present Law comes into force.
Agricultural Lands on the Territory of the
Moscow Region”

At the time of writing the present comments

the amendments to the Law are being

D

considered to bring it to conformity with th




Federal legislation.

Novosibirsk Law No. 162-OZ of the Novosibirsk Clause 3 Art.1 “Privatisation of land plots in stair

Region Region of December 30, 2003 “On municipal ownership is regulated by the Federal Law

Turnover of Agricultural Lands onthe | o Tyrnover of Agricultural Lands», the RF Land

Territory of the Novosibirsk Region” (as Code, and other federal laws.
amended by the Laws of the Novosibirsk
Region No. 276-0Z of March 14, 2005 an
No. 324-0OZ of September 26, 2005). At t

time of writing the present comments the
amendments to the Law are being the present Law comes into force”.

Privatisation of said land plots located on the

o

eterritory of the Region is simultaneously applied t

the whole territoryten years from the date when

considered

Orenburg Law of the Orenburg Region No. 118/16- | Art. 3 — Privatisation shall take effect startinghw
Region I11-OZ (as amended by the Law of the January 28, 2005.

Orenburg Region No.773/125-111-OZ of

January 13, 2004 and No. 2881/513-111-OZ

of December 22, 2005)

N

Orel Region | Law No. 331-OZ of the Orel Region of | Not specified.
June 5, 2003 “On Turnover of Agricultural
Lands in the Orel Region” (as amended by
the Laws of the Orel Region No. 374-0Z of
February 9, 2004 and No. 531-OZ of
August 22, 2005)

The laws of the Voronezh, Kaluga, Moscow, Orenbarg] Orel Regions do not set any
special requirements relating to land privatisatidiey only indicate the starting date of
privatisation, which is generally the date whenrégional laws come into force.

The laws of the Krasnodar Territory, Kursk, and bebirsk Regions set different
starting points for privatisation for different egbries of land users. This was considered
advisable in view of the specific conditions of maver of Agricultural Lands. These restrictions
additionally screen out unscrupulous buyers whondbintend to use land for a designated
purpose, but wish to acquire the right to thesegmies of land in order to resell them, or lease

them out at excessive rates, etc.

Setting the minimum size of new land plots (clausk Art. 4 of the Federal Law “On

Turnover of Agricultural Lands”)

RF Constituent RF Constituent Entity’s Law Provision of RF Constituent Entity’s Law

Entity
Voronezh Law No.91- OZof December 28, 2005 “On Clause 1 Art.6 — for a new land plot — 200 ha;
Region Some Specific Aspects of Turnover of | Clause 5 Art.6 — 2 ha — for vegetable farming, &0 h




Agricultural Lands in the Voronezh

Region”

— for other types of activities except for the sase

specified by the RF legislation.

Kaluga Region

Law No. 243-0Z of the Kaluga Region of
July 3, 2003 “On Specific Aspects of
Turnover of Agricultural Lands in the
Kaluga Region” (as amended by the Laws
of the Kaluga Region N0.266-0Z of
November 10, 2003, N0.94-OZ of June 21
2005, and No, 169-0OZ of February 2, 200

Clause 3 Art.3: “Minimum sizes of new agricultura
land plots are equal to the minimum sizes of land
plots stipulated by the Law of the Kaluga Region *
Regulations of Land Plot Allocation to Individuals”
I and regulatory legal acts passed by local
6§;overnments in accordance with Art.33 of the Lan

Code of the Russian Federation”.

Krasnodar

Territory

Law No. 532-KZ of the Krasnodar Territo
of November 5, 2002 “On Regulation of
Land Relations in the Krasnodar Territory]
(as amended by the Laws of the Krasnod
Territory No. 597-KZ of July 2, 2003, No.
609-KZ of July 23, 2003, No. 635-KZ of
November 26, 2003, No. 752-KZ of July
22,2004, No. 871-KZ of May 31, 2005,
N0.907-KZ of July 15, 2005, No. 935-KZ
of October 25, 2005, and No. 997- KZ of
February 27, 2006)

Federation Legislation on Land Development mus
' be satisfied upon allocation afnew land plot:
i suitability of the land for the intended
(authorized) use;

exclusion of defects in the location
(wedging-in, plot enclavement, interspersion, diste
lands, fragmentation, and inconveniences of
utilization;

accessibility of new and existing land plot
to public roads;

demarcation lines of new land plots
regardless of their designated purpose must linen
with those of land of other categories (i.e. lands
planted with wood-shrub vegetations to protect laf
against detrimental natural, anthropogenic, and
technogenic factors, secluded ponds, engineeridg
transportation infrastructure facilities, as wedlwith
adjacent land plots allocated previously.

The minimum size of a new land plot of
artificially irrigated and/or drained land which is
allocated according to a share (shares) in the tigh
common ownership is to be equal to the size of a
land plot allocated in kind (on site) which can be
artificially irrigated and/or drained and does not
cross engineering and transportation infrastructur

facilities.

yArt.22: “The following requirements of the Russian

t

nd

an

D

Kursk Region

Law No. 8-ZKO of the Kursk Region of
March 5, 20040n Turnover of
Agricultural Lands”

The Law has not yet been adapted to the

amendments made on July18, 2005 to the “

Turnover of Agricultural LandsLaw

Clause 1 Art. 6 — for open ground (field) produntio
— 100 ha; for under glass production (in greenh®u

and glasshouses) — 0.05 ha.




Moscow Region

Law No. 75/2004-0OZ of the Moscow
Region of June 12, 2000On Turnover of
Agricultural Lands on the Territory of the
Moscow Region”

At the time of writing the present commen
amendments to the Law are being
considered to bring it to conformity with th

Federal legislation.

Clause 1 Art.6 — the minimum size of new land pl¢

allocated— 2.0 ha.

ts

@

—

S

—

S

a

Novosibirsk Law No. 162-OZ of the Novosibirsk RegignClause 1 Art.3 — the minimum size of new land plq
Region of December 30, 2003 “ Turnover of allocated — 200 hectares.
Agricultural Lands on the Territory of the
Novosibirsk Region” (as amended by the
Laws of the Novosibirsk Region No. 276-
OZ of March 14, 2005 and No. 324-OZ of
September 26, 2005). At the time of writing
the present comments amendments to the
Law are being considered
Orenburg Law of the Orenburg Region No. 118/16- Clause 1 Art.4 — for artificially irrigated and/or
Region I1-OZ (as amended by the Law of the drained agricultural lands — no smaller in sizentha
Orenburg Region No.773/125-l-0Z of | ghare of land in the right to common ownershiprof
January 13, 2004 and No. 2881/5134”-0Zagricultural land plot that was obtained earlienat
of December 22, 2005) . S
cost in course of privatisation;
For dry farming lands — no less than 200 ha of
agricultural land.
Orel Region Law No. 331-OZ of the Orel Region of Clause 1 Art. 2: “The minimum size of a new

June 5, 2003 “On Turnover of Agricultural
Lands in the Orel Region” (as amended b
the Laws of the Orel Region No. 374-0Z
February 9, 2004 and No. 531-OZ of
August 22, 2005)

agricultural land plot allocated out of agricultura
¥land in share ownership on the territory of thelOre
)fRegion must be equal to the land share size spdc
by the local government in the course of land
privatisation according to the regulations relating
free land transfer on this territory”.

Clause 2 Art. 2 — the minimum size of new land pl
in state or municipal ownership is equal to the
average regional size specified for free transfer o
agricultural lands to private ownership in the aur

of privatisation.

=h

The table above shows that the RF constituentientiifferently solved the problem i.e.

considered their geographical positions and typesaps cultivated.

Setting the maximum size for the total area of adtural lands (clause 2 Art.4 of the

Federal Law “On Turnover of Agricultural Lands”):



RF Constituent

RF Constituent Entity’s Law

Provision of RF Constituent Entity’s Law

Entity
Voronezh Law No.91- OZof December 28, 2005 “Or] Clause 6 Art. 6 — the maximum size is 10 percent
Region Some Specific Aspects of Turnover of | of the total area of farmland located on the

Agricultural Lands in the Voronezh
Region”

territory of one municipal district in the Voronezh
Region at the time of allocation and/or purchase of

such land plots.

Kaluga Region

Law No. 243-0OZ of the Kaluga Region of
July 3, 2003 “On Specific Aspects of

Turnover of Agricultural Lands in the

Kaluga Region” (as amended by the Laws
of the Kaluga Region N0.266-0Z of
November 10, 2003, N0.94-OZ of June 27,
2005, and No, 169-0OZ of February 2, 2006

Clause 2 Art. 3 — the maximum size is:

10 percent of the total area of agricultural lands
located on the territory of the Borovsky District,
Dzerzhinsky District, Zhukovsky District, town of
Kirov and Kirovsky District, town of Lyudinovo
Sand Lyudinovsky District, Maloyaroslavetsky
District, Peremyshlsky District, Tarussky District,
and Ferzikovsky District;

20 percent of the total area of the agriculturatiia
on the territory of the Yukhnovsky District;

25 percent of the total area of the agriculturatiia
on the territory of the Babyninsky District,
Baryatinsky District, Duminichesky District,
Zhizdrinsky District, Iznoskovsky District,
Kozelsky District, Kuybyshevsky District,
Mechshovsky District, Mosalsky District, Spas-
Demensky District, Sukhinichesky District,
Ulyanovsky District, Khvastovichesky District;
40 percent — on the territory of the Medynsky
District.

Krasnodar

Territory

Law No. 532-KZ of the Krasnodar Territony
of November 5, 2002 “On Regulation of
Land Relations in the Krasnodar Territory
(as amended by Laws of the Krasnodar
Territory No. 597-KZ of July 2, 2003, No.
609-KZ of July 23, 2003, No. 635-KZ of
November 26, 2003, No. 752-KZ of July
22,2004, No. 871-KZ of May 31, 2005,
N0.907-KZ of July 15, 2005, No. 935-KZ
of October 25, 2005, and No. 997- KZ of
February 27, 2006)

Art. 23 — the maximum size is:
50 percent of the total farmland area — for the Ust
Labinsky District;

10 percent of the total farmland area for other

municipal districts of the Krasnodar Territory.

Kursk Region

Law No. 8-ZKO of the Kursk Region of
March 5, 20040n Turnover of
Agricultural Lands”

The Law has not yet been adjusted to the

Clause 4 Art.6 — the maximum size is 10 percer

—

of the total farmland area within a particular

administrative territorial unit (District) of the




amendments made on July18, 2005 to the Kursk Region at the time of allocation and/or
Law “On Turnover of Agricultural Lands” purchase of such land plots.

Moscow Region| Law No. 75/2004-OZ of the Moscow Clause 4 Art. 6 — the maximum size is 25 percent

Region of June 12, 200@n Turnover of | of the total farmland area within one districtlae t
Agricultural Lands on the Territory of the | e of gllocation and/or purchase of such land

Moscow Region”
plots.
At the time of writing the present comments
amendments to the Law are being
considered to bring it into conformity with

Federal legislation.

Novosibirsk Law No. 162-OZ of the Novosibirsk RegignClause 4 Art.3 — the maximum size of land plotg

Region of December 30, 2003 “On Turnover of | 10 percent of the total farmland area within one
Agricultural Lands on the Territory of the

S

administrative territorial unit of the regi@t the
Novosibirsk Region” (as amended by the time of allocation and/or purchase of such land
Laws of the Novosibirsk Region No. 276-
OZ of March 14, 2005 and No. 324-OZ of

September 26, 2005). At the time of writing

plots..

the present comments amendments to the

Law are being considered

Orenburg Law of the Orenburg Region No. 118/16- Clause 2 Art. 4 - the maximum size of land plotg is

Region l1-0Z (as amended by the Law of the 10 percent of the total farmland area located on
Orenburg Region No.773/125-111-OZ of

-111-0Z
January 13, 2004 and No. 2881/513-111 O'and/or purchase of such land plots.
of December 22, 2005)

this particular territory at the time of allocation

Orel Region Law No. 331-OZ of the Orel Region of | Clause 5 Art. 2- the maximum size of agricultura
June 5, 2003 “On Turnover of Agricultural jand plots cannot exceed 35 percent of the total
Lands in the Orel Region” (as amended b
the Laws of the Orel Region No. 374-0Z
February 9, 2004 and No. 531-OZ of
August 22, 2005)

¥ farmland area within one rural district of the Orell
)fRegion at the time of allocation and/or purchase of

such land plots.

The laws of the Voronezh, Kursk, Novosibirsk, adcenburg Regions duplicate the
provisions of the Federal Law.

The legislative authorities of the Kaluga Regiord ahe Krasnodar Territory took a
practical approach to this issue. In the Krasnddatritory the right to ownership of a larger area
is granted to one of the best districts, viz. tte-LAbinskiy District. This was done presumably
to support an investor who is working successfuilthis particular district.

The example of the Kaluga Region shows that théngebf the land plot size was
determined by such factors as remoteness fromap#at, remoteness from the centre of the
region, land quality, infrastructure, etc.

It is clear that land plots within 100 kilometre$ Moscow are in greater demand.
Therefore, a larger size of land plots has beemgdb attract investors to remote districts with

land of poorer quality and a less developed infuastire



The owner as well as the authorized agencies isaeg to take control of the maximum
size of the total farmland area. The provisionshef Federal Law “On Turnover of Agricultural
Lands” do not specify a particular official in cgarof this aspect. Clause 2 Art. 5 of the Federal
Law “On Turnover of Agricultural Lands” stipulatethat “a public authority of the RF
constituent entity, within one month after learnadgput the violation of Art. 3 and/or clause 2
Art.4 of the present Federal Law, must take legéiba to compel such owner to sell the land
plot or the share in the right to common ownersifi@n agricultural land plot by competitive
bidding (tenders, auctions)”.

The Federal Registration Service has responsilbditynforming a public authority of the
RF constituent entity about any violation of AraBd/or clause 2 Art. 4 of the Federal Law “On
Turnover of Agricultural Lands” by farmland ownefBhe application of Art.3 of the Federal
Law “On Turnover of Agricultural Lands” raises naiastions, because all legal entities and
individuals submit the documents of their legalistao the state registration authorities, which
provide data on composition of the charter cajitaditizenship.

In case of clause 2 Art. 4 of the Federal Law “Qurnbver of Agricultural Lands”
application registrars will encounter the followipgoblem. At the present moment the Federal
Registration Service does not have complete infaomaon agricultural land areas because the
registration of agricultural land plots has not m@@mpleted, not all the land plots have been
registered in the Land Survey and, therefore, trese not been included in the State Register.

It seems more reasonable to assign this particdldy to the district offices of
Rosnedvizhimost which have complete information on land structanel categories. Moreover,
the right to ownership of a land plot cannot besteged if the survey plan of such land plot has
not been submitted to the Federal Registrationi&anif a control function is imposed on
Rosnedvizhimost a buyer can be warned during the document preparfr the registration that
he might violate the restrictions established leylw. This procedure can save the time of both
investors and state officials.

Considering that the Federal Law “On Turnover ofiégltural Lands” and the laws of
the RF constituent entities give the owner timedluntarily rectify a violation, it is necessary to
provide the owner with information on the size gfriaultural lands on the territory of this
particular municipal district.

The procedure for providing data on the size ofcadfural lands is clearly regulated in
the Voronezh Region. Resolution N0.291 of April 2805 “On Measures For Implementing the
Legislation of the RF and the Voronezh Region Uagisn Governing Turnover of Agricultural
Lands” by the Administration of the Voronezh Regstipulates that the Main Administration

Department for Agriculture annually prepares infatimn on the total size of agricultural lands



within each administrative territorial unit of tliegion. Such information is published in the
Kommuna newspaper.

The Law of the Kaluga Region has appoiniedt, a regional newspaper, as a medium of
mass information on the territory of the Kaluga Rego provide data required by the Federal
Law “On Turnover of Agricultural Lands”.

The Law of the Moscow Region stipulates that tHfermation required by the Federal
Law is to be published in the mass media whichciafiiy publishes statutory acts of the public
authority of the Moscow Region and/or statutorysast the local government of municipal
districts in the Moscow Region at the land plotian.

The Laws of the Kaluga Region and the Moscow Redmmot specify who will provide
the information on the total farmland size

At the present moment the owner himself has toiobdéach information by various
means in order to verify the total farmland size.

The information on the total farmland size withiack municipal district should be
available. One can take the experience of the \&morRegion as an example, and after an
authority responsible for preparation of requiretbimation is appointed, it must be published
annually in the regional newspapers.

Establishing the obligations of a land plot selleto give the local government written
notice of his or her intention to sell a land plot(clause 2 Art. 8 of the Federal Law “On

Turnover of Agricultural Lands™:

RF Constituent RF Constituent Entity’s Law Provision of RF Constituent Entity’s Law
Entity

Voronezh Law No.91- OZ of December 28, 2005 “On| Not specified. The provisions of the Federal Law

Region Some Specific Aspects of Turnover of «On Turnover of Agricultural Lands” are in force.

Agricultural Lands in the Voronezh Region”

Kaluga Region | Law No. 243-OZ of the Kaluga Region of JulyNot specified. The provisions of the Federal Law

3, 2003 “On Specific Aspects of Turnover of «On Turnover of Agricultural Lands” are in forc.
Agricultural Lands in the Kaluga Region” (ag
amended by the Laws of the Kaluga Region|
No0.266-OZ of November 10, 2003, No0.94-OZ
of June 27, 2005, and No, 169-OZ of February

2, 2006)
Krasnodar Law No. 532-KZ of the Krasnodar Territory | Art. 26 — the seller of an agricultural land pletd
Territory of November 5, 2002 “On Regulation of Landgive written notice to the supreme executive bogy

Relations in the Krasnodar Territory” (as of the Krasnodar Territory
amended by the Laws of the Krasnodar
Territory No. 597-KZ of July 2, 2003, No.
609-KZ of July 23, 2003, No. 635-KZ of

November 26, 2003, No. 752-KZ of July 22,




2004, No. 871-KZ of May 31, 2005, N0.907
KZ of July 15, 2005, No. 935-KZ of October
25, 2005, and No. 997- KZ of February 27,
2006)

Kursk Region

Law No. 8-ZKO of the Kursk Region of
March 5, 20040n Turnover of Agricultural
Lands”

The Law has not yet been adjusted to the
amendments made on July18, 2005 to the L

“On Turnover of Agricultural Lands”

Not specified. The provisions of the Federal Lay

«On Turnover of Agricultural Lands” are in force.

aw

Moscow

Region

Law No. 75/2004-OZ of the Moscow Region
of June 12, 20040n Turnover of Agricultural
Lands on the Territory of the Moscow
Region”

At the time of writing the present comments
the amendments to the Law are being
considered to bring it to conformity with the

Federal legislation.

Not specified. The provisions of the Federal Lay

«On Turnover of Agricultural Lands” are in force.

Novosibirsk

Region

Law No. 162-OZ of the Novosibirsk Region
of December 30, 2003 “On Turnover of
Agricultural Lands on the Territory of the
Novosibirsk Region” (as amended by the
Laws of the Novosibirsk Region No. 276-0Z
of March 14, 2005 and No. 324-OZ of
September 26, 2005). At the time of writing
the present comments the amendments to t

Law are being considered

Not specified. The provisions of the Federal Lay

«On Turnover of Agricultural Lands” are in force.

Orenburg

Region

Law of the Orenburg Region No. 118/16-111-
OZ (as amended by the Law of the Orenbur]
Region N0.773/125-111-OZ of January 13,
2004 and No. 2881/513-111-OZ of December|
22, 2005)

Not specified. The provisions of the Federal Lay

0«On Turnover of Agricultural Lands” are in force.

Orel Region

Law No. 331-OZ of the Orel Region of Jung
5, 2003 “On Turnover of Agricultural Lands
in the Orel Region” (as amended by the Law
of the Orel Region No. 374-OZ of February
2004 and No. 531-OZ of August 22, 2005)

Not specified. The provisions of the Federal Lay

«On Turnover of Agricultural Lands” are in force.
S

D,

Setting of the minimum lease period for an agriculiral land plot to be leased out

(sub-clause 2 clause 3 Art.9 of the Federal Law “Omurnover of Agricultural Lands”):

RF Constituent

RF Constituent Entity’s Law

Provision of RF Constituent Entity’s Law

Entity
Voronezh Law No.91- OZ of December 28, 2005| Art. 16 — one year - for hay growing and cattlezgng;
Region “On Some Specific Aspects of Turnover five years — for other farm production purposes

of Agricultural Lands in the Voronezh




Region”

Kaluga Region

Law No. 243-0OZ of the Kaluga Region
of July 3, 2003 “On Specific Aspects of
Turnover of Agricultural Lands in the
Kaluga Region” (as amended by the
Laws of the Kaluga Region N0.266-0Z
of November 10, 2003, N0.94-OZ of
June 27, 2005, and No, 169-OZ of
February 2, 2006)

Not specified.

Krasnodar

Territory

Law No. 532-KZ of the Krasnodar
Territory of November 5, 2002 “On
Regulation of Land Relations in the
Krasnodar Territory” (as amended by th
Laws of the Krasnodar Territory No.
597-KZ of July 2, 2003, No. 609-KZ of
July 23, 2003, No. 635-KZ of Novembe
26, 2003, No. 752-KZ of July 22, 2004,
No. 871-KZ of May 31, 2005, No.907-
KZ of July 15, 2005, No. 935-KZ of
October 25, 2005, and No. 997- KZ of
February 27, 2006)

Art.30 — a minimum lease period for an agricultural
land plot in consideration of depreciation of plags
must be no less than:

7 years — for perennial small-fruit crops;
15 years — for drupes;

| 20 years — for vineyards and orchards;

30 years — for nut crops;

49 years — for tea;

5 years — for other crops.

Kursk Region

Law No. 8-ZKO of the Kursk Region of
March 5, 20040n Turnover of
Agricultural Lands”

The Law has not yet been adjusted to t
amendments made on July18, 2005 to
Law “On Turnover of Agricultural

Lands”

Not Specified.

ne

Kursk Region Duma Resolution No.
1249-111 OD of November 6, 2005 “On
Approval of Recommendations to Bring
Land Relations in the Kursk Region in
Line With the RF Legislation”

Clause 19 — to recommend a minimum 5-year lease

period of agricultural lands.

Moscow Region

Law No. 75/2004-OZ of the Moscow
Region of June 12, 2000On Turnover of
Agricultural Lands on the Territory of th
Moscow Region”

At the time of writing the present
comments amendments to the Law are
being considered to bring it into
conformity with Federal legislation.

Not Specified.

D

Novosibirsk

Region

Law No. 162-OZ of the Novosibirsk
Region of December 30, 2003 “On
Turnover of Agricultural Lands on the

Territory of the Novosibirsk Region” (as

Clause 3 Art. 10 — the lease period of a land iplay
not exceed forty-nine years.
Clause 7 Art. 10 “Economic incentive for a person

holding a land plot on the basis of a lease agreaeme




amended by the Laws of the Novosibirgkfor the period of no less that 10 years as requisethe

Region No. 276-OZ of March 14, 2005 | Budgetary Legislation and Taxes and Levies
and No. 324-OZ of September 26, 2004

At the time of writing the present

)Legislation“

comments amendments to the Law are

being considered

Orenburg Law of the Orenburg Region No. 118/16-Clause 2 Art. 7 — the minimum lease period is Syea
Region I11-OZ (as amended by the Law of the

Orenburg Region No.773/125-111-OZ of
January 13, 2004 and No. 2881/513-1
OZ of December 22, 2005)

Orel Region Law No. 331-OZ of the Orel Region of| Not Specified.
June 5, 2003 “On Turnover of

Agricultural Lands in the Orel Region”
(as amended by the Laws of the Orel
Region No. 374-0OZ of February 9, 2004
and No. 531-0OZ of August 22, 2005)

Specific geographical and economic aspects of #gions have been taken into
consideration when setting the minimum period fdarad plot lease as well as the minimum
land plot size. However, a lease period of fivergesthe most common one.

To date not all the RF constituent entities havespd laws on turnover of agricultural
lands. The provisions of the current laws in sorhéhe RF constituent entities have not been
brought into conformity with the standards of fexddegislation.

There are cases of violation of the rusgeecified by the provisions of clause 5 Art. 1 of
the Federal Law “On Turnover of Agricultural Land¥he regions promulgate additional rules
and restrictions on agricultural land plot transat.

For instance, the regional administrations are @i#zbd to assign organisations which
may provide legal and economic support of traneastivith land plots and shares in the right of
common ownership of agricultural land plots, andoatooperation in the matter of land
relationships in land transactions and practicalliegtion of the land legislation. The regional
administrations are also entitled to fix the praesuch organisations’ service. The Federal Law
does not specify such additional rights for constit entities of the Russian Federation. Such
regulations establish a monopoly of one entity mhoyg legal support for turnover of
agricultural lands. This is a direct violation dktcurrent competition laws. The service fees of
such organisations are often excessive; the dneabagricultural cooperatives are forced to
work with such organisations which frequently pde/service of poor quality.

The Law of the Leningrad Region No0.29-OZ of May 2004 “On Turnover of
Agricultural Lands on the Territory of the Lenindr&egion” establishes additional rules and

restrictions: it sets a 14-day period for the RRstiluent entity to decide to use its pre-emptive



right of purchase; it vests an additional respalisiton the seller of a land plot viz. the seller
to give written notification on his or her intemid¢o sell the land plot to the Government of the
Leningrad Region and to the administration of a wwipality (Decision of the RF Supreme
Court No. 33-G05-9 of July 20, 2005).

It is encouraging that many violations of the fedéegislation at the regional level are
controlled by the prosecutor’s office which, asigial practice shows, provides law enforcement

rather successfully
2. Registration Period for Land Plots Lease Agreenmds with Multiple Lessors
Whereas the recently amended version of the FetaralOn Turnover of Agricultural

Lands” partly simplified the registration proceduf@ turnover of agricultural lands, the

registration period for transactions with land plot shared ownership is set to be no less than 6

months:
No. Type of Activities Time of Executior Comments
1. Initiation to conduct a general 2-4 weeks

meeting to decide on how to dispose
of a land plot in shared ownership
(preliminary work with the land
owners, setting the date for the

meeting, publication in the mass

media, etc.)
2. General meeting In 1 month from th€lause 1 Art. 14 of the
date of publication | Federal Law “On
Turnover of Agricultural
Lands”
Preparation of the minutes 2 weeks
4. Land Surveying 1.5-9 months Depending on region
The longest period is in
the Orenburg Region
5. State Survey Registration of a land 1 month
plot
6. State registration of the right to an| 1-3 months Although the law sets a
agricultural land plot allocated one-month period, in

according to shares of common practice it takes longer




ownership due to the large number
of co-owners’ documents
(from 100 to 500)

7. State registration of the lease 1 month

agreement

In practice the prolongation of the registratiomipe may be caused by the death of land
share co-owners during the document preparatioasd ltircumstances will result in changing
the land plot size, altering the documents andcbéay for new co-owners who could be
included in the contract.

Under the regulations of the current legislationfaron operation can be carried out until
the leasehold is registered. In fact, lessees o ¥eork both on their own initiative and by the
state authorities’ request (firstly, by requesagficultural sector committees, etc).

This is a paradoxical situation. On the one hahe,law stipulates that in order to use a
land plot one must have either documents of titl@@cuments certifying the right to use the
land plot: the Certificate of Title State Registvat the Certificate of Right to Land Plot
Ownership, Agreement of the Land Plot Lease, ebc.example, Art. 16 of the Kursk Region
Federal Law “On Turnover of Agricultural Lands” &ta specifically, that entities using land
plots without such documents are liable for unaxited use of the land plot under the current
legislation.

On the other hand, it is necessary to carry ouh faperations for production purposes
and to preserve the category and quality of thd.lan

Today 90% of agricultural organisations (both atdl @ew) have no land in ownership or
on a leasehold basis.

The mechanism for the use of a leased land plot midegislatively determined from
the moment when the co-owners make the decisica lease that is registered in the records of
the state registration of the land plot lease agess.

For example, it should be indicated that a lesseeuas the right to use the land plot
from the moment when the co-owners make such aecatithe general meeting, but it does not
release the parties from the transaction registragis required by the law. The period for the
agreement registration which is obligatory for bp#ities should be 6 months from the moment

when the co-owners’ general meeting was held.



3. Land Share Transactions

A land share is a share in the right of common asmp of an agricultural land plot.

Land shares transactions can be divided into twegoaies:

1. Without allocation of a land plot according to sgs&m common ownership:
. to will a land share to any person;
. to contribute a land share to the charter (shasgital of an agricultural

organisation using the land plot in share ownetship

. to place a land share in trust;

. to sell or bestow a land share to another co-ownean agricultural organisation
as well as to an agricultural organisation or atividual — a member of the farm using the land
plot in shared ownership.

2. With allocation of a land plot according to lasldares in common ownership: in all
other cases not indicated in the first categorgs@e sale of the share to other persons).

The procedure relating to donating a land share tdhe charter capital. The current
legislation provides for the following types of {fprofit agricultural organisations: joint-stock
companies, limited liability companies, additionbability companies, full partnerships,
partnership in commendarand agricultural cooperatives.

The choice of the corporate form should be detesthioy the following aspects:

. the number of members (shareholders);
. liabilities for debts;
. form of management.

It is not the goal of this book to compare all argie forms and to give
recommendations as to which form to choose. Asaatjging lawyer, | can recommend the
following corporate forms for establishing an agliaral organisation — a limited liability
company, an agricultural cooperative, and a joiatls company (in order of priority).

Such corporate forms as a limited liability companry an agricultural cooperative
company are more preferable provided that an dguial organisation does not intend to raise
funds later on by issuing additional securities avith consideration of the costs for state
registration of such a legal entity, its furthetiates relating firstly to state controlling usit
and additional requirements associated with a catpoform (securities issue registration,

submission of the information to controlling unisc).

Determining Limited Liability Agricultural Closed Joint- Open Joint-Stock

factor Company Cooperative Stock Company Company




Number of | Maximum 50 No limit Maximum 50 No limit.
members
Liability for | The members are not | The members bear | If insolvency (bankruptcy) of the company i
obligations | liable for the company’s| subsidiary liability caused by act (failure to act) of its
obligations and do not | for the cooperative’s | shareholders or other persons who are entitled
bear the risk of loss obligations in the to give binding instructions to the company jor
associated with the amount specified by | determine its activities by any other way the
company’s activities the cooperative shareholders and other persons concerned|will
within the limits of the | charter. It is no less | bear subsidiary liability for the obligations o
value of their than 5 percent of the company in case of property deficiency
contribution. their initial property | Insolvency (bankruptcy) of the company is
contribution. considered to be caused by act (failure to act)
of its shareholders or other persons who are
entitled to give binding instructions to the
company or determine its activities by any
other way provided that they exercised thei
right and/or opportunity to make the company
do actions, being fully aware that these
actions will result in insolvency (bankruptcy
of the company.
Management| The general meeting|dfhe general meetingThe general meeting of shareholders, a
the members, the of the cooperative supervisory board (Board), and an executive
executive body members (meeting gf body (director)

(director), and a collegig

body (board, directorate

| the authorized
persons), board of th
cooperative  and/o
the chairperson of th
cooperative, and th

supervisory board o

the cooperative

[¢)

r

D

D

f

A land share is contributed to the charter cagptakuant to the form, manner, amount

and due time provided by the constituent instrumétite minutes of the general meeting on

legal entity establishment, the agreement of legatity establishment (for joint-stock

companies),

Association).

Foundation agreement (for limited llds companies), and Articles of

It is worthy to note that a land share contributethe charter capital must be valued. The

procedure for pecuniary valuation of the initiabperty contribution as well as a land share is

regulated by the statutory acts affirming the legatus of a particular form of legal entity.



The land share contribution to the charter capftgreement on Land Share Contribution
to the Charter Capital) is to be registered withgtate authority.

Any property (including a land plot and a land gharontributed to the charter fund of a
for-profit organisation is transferred to the owstep of this organisation. However this does not
mean that there is no possibility of redeeminglamel share back.

Under Art.26 of the Federal Law No.14-FZ of Febyu8r 1998 “On Limited Liability
Companies” a share of a member of a limited ligbdompany is transferred to the ownership of
the company at the time when the member files atiagion for withdrawal from the company.
The company is to pay the member the actual vafugisoor her share or by the member’s
consent give him property in kind equal to the actalue. Thus, it should be noted that in case
that the limited liability company is operating the red the actual value of the share and,
therefore, the value of the property in kind mayldser than the initial value defined by the
establishing instruments.

This problem can be solved provided that the chartean agricultural limited liability
company specifies the obligation to return the lahdre upon the withdrawal of the member in
each and every case, or to establish a new faanaiher business company.

Under the Federal Law No. 193-FZ of December 8519 Agricultural Cooperation”,
the charter can provide for the return of land pl@hares) to a withdrawing company member.
The company is obliged to pay the value of the avilwving member’s initial property
contribution (or give property in kind equal toghialue).

The size of a land plot given out to offset thetiahi property contribution shall be
determined pro rata according to the size of thepemative’s stock of land pursuant to the
amount of the initial property contribution of thethdrawing member and the value of the land
per hectare in accordance with which the plot afllar land share was initially contributed. It
should be noted that the size of the land plot Benout shall not exceed the size of the land
share or the plot contributed by the withdrawingwber upon his admittance to the cooperative.

The conditions for a land share return upon with@iafrom the cooperative can be
specified in the constituent instruments when & Igtmare is contributed to the charter capital of
the cooperative. A withdrawing member can receiviaral plot of a larger size on special
conditions by the consent of the cooperative. Doation of the allocated land plot is stipulated
by the cooperative board’s resolution as requinethb law.

It should be born in mind that two new land plail be formed upon the land share

return. Therefore, the legal requirements on th@mim land plot size must be observed.



The members’ withdrawal from joint-stock compan®®enly connected with the sale of
shares. The current legislation does not envishgeréturn of the land plots/shares that were
contributed to the charter capital of joint-stocknpanies.

A land share saleln cases where a land share is put up for saledkmvners or other
users of a land plot such as agricultural orgaimisator an individual, a member of a peasant
(farm) holding, have the pre-emptive right to pasé the land share under the right to common
ownership provided that the co-owner alienates shele for compensation (sub-clause 4 clause
2 Art. 4 of the Federal Law “On Turnover of Agritwidal Lands”).

The owner of the land share put up for sale isrequired to notify the other co-owners
of his or her intention to sell the land share ases where land sale-and-purchase transactions
are conducted between co-owners. No notificaticedglired if the owner of a land share sells it
to an agricultural organisation or a member of peafarm) holding which uses the land plot in
share ownership (clause 2 Art. 12 of the Federal 1@n Turnover of Agricultural Lands”).

A land share can not be sold to other personscé-awner intends to sell his land share
to other persons, he/she must get a land plota#dcaccording to his/her land share, register
title for this plot and sell it according to theles established in Art.8 of the Federal Law «On
Turnover of Agricultural Lands”). The seller musve a written notice to the supreme executive
public authority of the RF constituent entity or ttte local government in cases where it is
stipulated by the law of the RF constituent entity.

If a land plot is sold by competitive bidding natétion of the supreme executive public
authority is not required.

Today most of the agricultural organisations usgcatjural lands without documents
certifying their right (first of all, lease agreems). This situation brings up the following
question. Does such an organisation that actualg & land plot have the right to purchase land
shares from the land share owners by a simplifredqulure if the lease agreement has not been
registered yet?

This question is very important because there angirtal cases and investigations going
on in the prosecutor’s office relating to land €hgurchases in the Belgorod, Kursk, and
Moscow Regions. Unfortunately, unscrupulous comgmgmmin the land market can always find
grounds to initiate law proceeding to check thetiegcy of the transactions by exploiting the
loopholes in the law. Thus, companies that work tba land market honestly may be
jeopardized.

The law should stipulate how an organisation iprave that it uses the land plot. For
example, as it has been already mentioned aboeenithutes of the co-owners’ general meeting



on leasing the land plot can be considered as ot as well as the financial and bookkeeping
documents recording internal activities (ploughisgwing, harvesting, etc).

The government's concern with respect to illegad laansactions is reasonable. It should
be clearly stated what land transactions and wasdtcplar features of land transactions should
arouse suspicion. For example, similar guideliredating legalization (laundering) of proceeds
from crime are already in existence.

Land share purchase under a power of attorney ef ainthe co-owners is widely
practiced today. Such transactions should arousg@@an, because obviously a poor man living
in a remote village cannot afford to buy his owargh let alone 150-200 shares.

In this case, perhaps, the buyer could be askesibanit his earnings certificate. The
Federal Registration Service should implement amd igself with the methods used by the

Federal Tax Service to reveal fly-by-night compardaad nominal directors.

4. Unclaimed Land Share Transactions

An unclaimed land share is a share that has naot theposed of by the owner for at least
three years from the moment when he acquiredttitie

Before the Federal Law “On Turnover of Agriculturbbnds” came into force
agricultural companies used land plots containinglaimed land shares as was required by the
Recommendations for Disposal of Land Shares angePro Shares and Decree of the RF
President “On Realization of Citizens’ ConstitusbnRights to Land”. Under the above-
mentioned regulations unclaimed land shares idedtiby the name of their owners had to be
transferred by decision of the internal land pisation committee to agricultural for-profit
organisations established during the reorganisatimtlaimed land shares were transferred to
(held by) agricultural organisations which usedHer three years if there was no claim for the
deed to these land shares. Provided that withggériod of time the land share owner did not
claim the deed and did not make a decision to lisdand share, the agricultural organisation
then had the right to use it for another three gear

Today a land share that has not been used fomast teree years can be allocated to a
separate land plot by the RF constituent entityifoprovided for by the laws of the RF
constituent entity, by the local government to lelsta the right of state or municipal ownership
of this plot in court.

Clause 5 Art. 13 of the Federal Law “On TurnoveAgficultural Lands” stipulates that
unclaimed land plots are to be allocated first.sTiki also a paradoxical situation. Agricultural

organisations utilizing unclaimed land shares aresmlered of lesser importance and cannot



legalize their right to use this land plot. It sesemore logical to allocate cultivated lands first i

order to make the registration procedure as shomnassible and to legalize the agricultural

organizations' rights, and then to deal with umetad land shares. Transition periods could be

provided for the time needed to recognize the rajldwnership of the RF constituent entity or a

municipality of this land plot.

It should be also taken into account that the reitmoy of the right to state ownership of

unclaimed land shares is a time-consuming procedungill take approximately at least one

year and a half (according to the example of thesKi&Region).

No. Type of Activity Time of Execution Comments
1. Making a list of unclaimed land sharel-2 months The unfavourable aspect is that the
owners. execution time depends on the
Responsibility of the Head of Village personality of the Head of Village
Council. Council. The agricultural organisation
interested in leasing generally initiates
and accomplishes the procedure.
2. Publication of notice of unclaimed | 3 months Within this period unclaimed land
land shares share owners can claim these shares|
3. General meeting of co-holders 1 month Deadlinenfiifying co-owners.
4, Decision on the land plot allocation | 1-2 weeks
from unclaimed land shares.
5. Submission to the Property 1-2 weeks
Management Committee of the
minutes of the meeting of the co-
owners whose land plots contain
unclaimed land shares and lists of
unclaimed land share owners.
6. Publication of notice in the mass 1-2 months The Property Management Committee
media of the location of the land plof is responsible for publishing the
of unclaimed land shares and the list information.
of unclaimed land share owners. It is difficult to predict the Committee’s
schedule due to no precedent example
at the time of writing these comments|.
7. Petition to court for recognition of | 1-3 months The Property Management Committee
right of ownership by the Kursk and the heads of municipalities are
Region of the land plot from the responsible for it.
unclaimed land shares. The Property Management Committeg
will issue a power of attorney to the
heads of municipalities.
8. Recognition of title in court 3 months In thest step the legal proceedings




might last longer because the law has

not been applied in practice.

9. Land surveying 1.5-3 months At the present time the budget of the
Kursk Region does not include an

article of expenditures for such activity.
The works are likely to be paid for by

the party interested in lease.

10. Cadastral Registration 1 month

11. Registration of title of the RF 1 month

constituent entity/municipality.

12. Decision on lease of the land plot andL-2 weeks

signing of the lease agreement

13. State registration of the lease 1 month

agreement

With consideration of the procedure for amendinglefal laws, the agricultural
organisations using a land plot made up of uncldifaad shares will have to follow the slogan:
“Every man for himself”. They will have to find ulaemed land share owners and sign leases or
sale-purchase agreements for these shares.

Until the title to a plot of unclaimed land shaissecognized one can apply the legal
framework— of acting on behalf of another withoutherity/mandate (Chapter 50 of the Civil
Code), which implies that the head of a municigaBtacting on behalf of unclaimed land share

owners.

5. Trust

According to Art. 16 of the Federal Law “On Turnowd Agricultural Lands” January
27, 2007 is the deadline to adapt land share legi=ments signed before the Federal Law “On
Turnover of Agricultural Lands” came into forcettte current legislation. In cases where lease
agreements are not in compliance with the leg@tatihey will be regulated by the rules of trust.

A trust agreement is a rather complicated typeasfdaction and bears little resemblance
to a lease. It is disadvantageous for both parfiesording to sub-clause 1 and clause 2 Art. 40
of the Land Code the lessee forfeits the rightwmership of the grown products and can only
count on reimbursement of expenses incurred irptbduction of agricultural good#rt. 1023
of the RF Civil Code). The lessors will no longeceive the rent that was originally stipulated in

the land share lease agreement. Under the trusemgnt the user does not pay the land share



owner; rather the owner pays the trustee. The geustas the right to remuneration and
compensation for expenses from the revenues ret#iveugh the use the property.
However the situation is not as pessimistic asighinseem. Land shares may be placed

in trust under certain conditions:

. land share lease agreement must have been sigfaré Banuary 27, 2003;
. land share lease agreement must be valid;
. land share lease agreement must have been redisterording to the regulations

that were in force at the time of its signing.

Most of the lease agreements of such category eaeluded between 1996 and 1998.
At that time an agreement was considered to beleded if it was registered in the Land
Committee. In practice there are a lot of agreemd#rdt have not been registered with the state
authority. Therefore, land shares under such aggrtsmmay not be placed in trust.

If a land share lease agreement was duly conclutledrust regulations will be applied
to it after January 28, 2007. To avoid such negatonsequences of trust as levy of execution on
the property of trustors (clause 3 Art. 1022 of Rfe Civil Code) it is advisable to consider the
termination of a trust agreement.

A trust agreement, like any other civil agreemeam de terminated by one of three
methods:

. by mutual agreement of the parties. In this case Will of the parties expressed
in writing is required to terminate the contract;

. by request of one of the parties. The agreementination by request of one of
the parties is executed in court: if one of thetiparviolates the essence of the agreement and
this violation harms the other party and deprivesfiwhat was expected when the agreement
was concluded (for example, in abuse of his authearitrustee acts in the way that shows his
intention to sell a land share); in other casgsudied by the agreement, i.e. if the agreement
provides for the conditions which serve as grouondsermination of the agreement by a court;

. by unilateral failure to fulfil the agreement. lase of unilateral failure to comply
with the trust agreement one party notifies thesoftarty on its intention three months prior to
the date when the agreement is expected to berat@oi unless the agreement provides for
another notification term (Art. 1024 of the Civib@e) in the following cases:

- unilateral failure to comply with the trust agreerby both trustee and trustor is
permitted if the trustee is unable to perform toBgations as a trustee personally .

- unilateral failure of the trustor to comply withetlagreement due to other reasons
(in addition to the inability of the trustee to fuem his obligations personally), provided that the

trustee is paid the remuneration specified by theeement. But since we are talking about



application of the rules of trust relating to adashare lease agreement which does not stipulate
any remuneration of the trustee, he will not belpai
Upon termination of a trust agreement a land shrateust is transferred to the trustor,

owner of the land share.

6. Re-execution of the Land Share Lease Agreement

As it has been mentioned before a land share Egrgement signed prior to January 27,
2003 is to be re-executed by January 27, 2007.

The procedure for re-execution of a land shareeleggeement is similar to that for a
land plot lease agreement and starts with the pdotregistration in the Uniform State Land
Register. This is the lessor’'s responsibility, gnsidering that the lessor is generally
economically vulnerable, this procedure can be mptished by the lessee acting through power
of attorney or agency agreement.

A land plot may not be registered before its regtgin in the cadastre. Therefore, land
surveying of the land plot is primarily required.

The law does not specifically stipulate that thedlahare owners who leased their shares
out before January 27, 2003 are to fulfil the regmients of Art.14 of the Federal Law “On
Turnover of Agricultural Lands”. Therefore, thegeno need to call a meeting and waste a month
complying with the stipulations of clause 1 Art. d# the Federal Law “On Turnover of
Agricultural Lands”.

After land surveying and obtaining the documengsdbf one can submit the following
documents to the territorial authority of the laradlastre:

- application for the state cadastral registratiothefland plot (SCR);

- documents of title;

- land survey certificates;

- Certificate of the Tax Inspection Registration &wettificate of Registration in the
Uniform State Register of Legal Entities (for lesse- legal entities, individual entrepreneurs).

The co-owners may receive a cadastral plan of #mal Iplot one month after the
application is filed.

The re-execution of the agreement can be doneamiays:

1. by amending the agreement currently in force;

2. by terminating the land share lease agreementignithg a new lease agreement

for a land plot in share ownership.



Both the amendments and the new lease agreementbmusgistered in the territorial
office of the Federal Registration Service. It t@done by either the lessor or the lessee.
The amendments to the agreement currently in foeze be made by concluding an

agreement and making changes in the agreementtubje

Previous Version New Version

1. The Lessor leases out and the Lessee accépiBhe Lessor leases out a land plot in
for temporary possession and use 150 land | ownership, and the Lessee accepts it for
shares; the size of one land share is 5 ha; thegemporary possession and use. The total ar¢a of
total area is 750 ha. the land plot is 750 ha (cadastral number
49:20:00 02 008: 0030).

When making a decision on how to re-execute theeagent one should bear in mind
that the covenant on altering the agreement teronst be signed by all the co-owners or by one
of the co-owners acting with power of attorney.

In practice the situation can be the following: @4 of land share owners who signed the
agreement prior to January 27, 2003 turn out toldmeased with no heirs. Therefore, the land
plot size will differ from that indicated in the r@gment. In this situation it is recommended that
a new agreement be signed.

The signing of a new agreement can be requiredenfallowing cases: some of the
agreement provisions conflict with current legislai the term of the agreement does not
comply with the minimum or maximum terms stipulabgdthe legislation currently in force, etc.

Both the amendments and the new agreement arecstijbe State Registration.



7. Preparation of Documents for Land Plot Transactns

7.1. Documents to be Submitted for State Registratn of Rights to Agricultural Land Plots

Below is the list of documents to be submitted he tegional office of the Federal
Registration Service for the state registratiordeéd (right to common share ownership) to a
land plot allocated according to a land share és)ar

1) application for the state deed registrationhfritpo common share ownership) to an
agricultural land plot formed by allocation of enthshare (shares): (clause 1 Art. 16 of the
Federal Law No0.122-FZ of July 21, 1997 “State Regison of Immovable Property Rights and
Transactions” (hereinafter referred to as “LSRThetitle isregistered provided that all the co-
owners of the land plot or their representative (representatives) file this application. Co-owners
may submit applications individually or sign one (common) application;

2) an original payment document (payment ordergipgs) and its copy certifying the
payment of the state duties for the state deedtragjon (clause 4 Art. 16 of LSRT);

3) an identity document of an applicant (physicadly) and of a representative acting on
behalf and in the interest of a legal entity (tbewment is to be shown);

4) documents certifying the legal status of thelemtity:

. document certifying the registration of the legailtity in the Uniform State
Register of Legal Entities;

. founding instruments of the legal entity with aln@ndments and additions
currently in force;

. document certifying the registration of the legality in the tax authority and the
taxpayer identification number of the legal entity.

The documents indicated above are provided in the original or in copies sworn and
certified by a notary public (to be shown in the regional office when submitted) and in copies (to
be registered in record of documents certifying a legal status). In cases where the record of such
documents contains copies of said documents, the applicant provides an extract from the
Uniform State Register of Legal Entities testifying that no alterations and additions have been
made in the founding instruments of the legal entity.

5) an original document and its copy empowering riygresentative acting on behalf
and/or in the interest of a physical body or a legaity during the state registration;

6) an original document and its copy certifying thght to ownership of a land share;

7) an original document and a copy of the minutéshe land co-owners’ General

meeting pertaining to the location of the parthad tand plot in share ownership containing land



plots that are the first to be allocated accordmghe land shares and may also be leased out.
The list of the co-owners attending the General tmgewith the details of the documents
certifying their rights must be enclosed herewith;

8) an original document and its copy evidencing thaotice of intent to allocate a land
plot according to a land share (shares) was puddisin sent by the land shareholder to other co-
owners upon the expiration of a 30-day period wbé#mer co-owners could file objections
pertaining to the location of the land plot to Hecated.

The documents indicated above are required if the general meeting of the co-owners did
not approve the boundaries of the part of the plot in share ownership, which is the first to be
allocated according to land shares. As confirmation of giving written notice of intention to
allocate a land plot to other co-owners the applicant must submit a list of enclosures and
delivery receipts.

9) a list of the owners of land shares for the lahat which contains a land plot to be
allocated. This list is provided by the adminigtratof the agricultural organisation and contains
the following information on each of the co-owndisst name, patronymic, last name, passport
data, postal address, details of the documenthgaditheir right to the land share, size of their
land share. This information is required for thgaleexpertise, i.e. to determine the competence
of the general meeting;

10) an original document and a copy of the co-ow/regreement of identification of the
shares in share ownership for the allocated land (@ the land is allocated by several co-
owners).

11) a cadastral plan of the land plot allocatedj{oal document and copy);

12) a cadastral plan of the land plot remainingradt new land plot was allocated. This
plan contains updated information on the boundaaies$ area of the remaining land plot (an

original document and its copy).

7.2. Documents to be Submitted for the State Regiation of Land Plot Lease Agreements

Below is the list of documents to be submitted he tegional office of the Federal
Registration Service for the state registratiotaafl plot lease Agreements:

1) an application for the state registration ofllgrot lease contracthe lease agreement
isregistered on the basis of the application of one of the parties or a representative of one of the
parties. In cases where the lease agreement with multiple lessors is registered all persons

participating in the transaction or their representative (representatives) must file the



application. Each person mentioned above may submit an application individually or they may
draw up and sign one (joint) application.

2) an original payment document (payment ordergipgs) and its copy certifying the
payment of the state duties for the state registradf the lease (clause 4 Art. 16 of LSRT).
Regardless of whether an application for the state registration of |ease agreement is filed by one
or both parties, whether the lessee (lessor) is represented in the agreement by one or several
persons, the state registration is considered to be one act of registration. Therefore, the state
fees for the registration of the lease agreement is charged the fee for one act of registration;

3) an identifying document of an applicant (physloady) and of a representative acting
on behalf and in the interest of the legal entitye (document is to be shown);

4) documents certifying the legal status of thelemtity:

. a document certifying the registration of the legality in the Uniform State
Register of Legal Entities;

. founding instruments of the legal entity with @mendments and additions
currently in force;

. a document certifying the registration of the legality with the tax authority and
the taxpayer identification number of the legaitgnt

The above-mentioned documents are provided in the original or as copies sworn to and
certified before a notary public (to be shown in the regional office when submitted) and as
copies (to be registered in the record of documents certifying a legal status). In cases when the
record of such documents contains copies of the documents indicated, the applicant will provide
an extract from the Uniform State Register of Legal Entities certifying that no alterations or
additions were made to the founding instruments of the legal entity.

5) original document and copy empowering the persomncluding the agreement on
behalf of the co-owner(s) (lessor(s)) (power obatey attested by a local government official or
notary public);

6) original document and copy empowering the pekgba concludes the agreement on
behalf of the lessee (a power of attorney duly arep, the excerpt from the minutes of the
General meeting of the legal entity founders’ (mersb pertaining to the election of the legal
entity’s director, letter of appointment of the dgntity’s director, etc);

7) the land plot lease contract and alterationsagrdements currently in forcat least
two original documents of the lease agreement must be submitted. Upon state registration one
original document is returned to the lessee, the other is to be registered in the record of
documents certifying legal status).

8) a transfer deed (deed of acceptance of trgrfsiethe land plot;



9) original documents and their copies identifiadthe lease agreement as appendices
and additions, alterations, and covenants hereuittently in force.
The list of the documents to be submitted is suldechange depending on the region.

The local registration services may also set aaltbdi requirements.

8. Conclusion

The practical application of this law shows thastitl needs additions and amendments
by enacting new subordinate legislation and isspragtical recommendations and instructions.
The Federal Registration Service has not so fadddan unified methodical recommendations
for the state registration of deed to agricultdaald plots and lease agreements for such land
plots. The regional offices of the Federal RegigiraService are attempting to develop specific
recommendations and requirements relating to écpéat region. These recommendations often
do not comply with the recent amendments to the THwe most widespread problem concerns
the registration authorities’ refusal to accept pmwvof attorney attested by the head of a
municipality, etc.

This book does not describe all the difficultiec@mtered by lawyers and agricultural
organisations. Real life gives rise to new trickyestions. The book throws light upon the
challenges which have been overcome in practice.

Soon we will have an opportunity to see the efficie of regulations of trusts and
recognition of the state’s right to ownership aidgplots made up from unclaimed land shares.
Accordingly, it will require new amendments and iidds to the legislation, new solutions, and
grounds for debates and discussions.

It is very encouraging that problems of turnoveragficultural lands are being given
serious consideration at the national level (Important to remember that land is our strategic
reserve).

It is encouraging that state officials includingetco-authors of the book have given
consideration to the opinions and experience ottmiag lawyers’ in law enforcement. This
book is the best evidence of this.

| hope the information in this book and the docutreamples will help primarily the
managers of agricultural organisations and landesbaners.



9. Sample Documents

9.1 Minutes of the Land Share Owners’ General Meetig

Village

District

Region £ 0 20
Number of land share owners with the voting rightha meeting — land share owners.
The general meeting was attended by lance shaners. By virtue of Art.14 of the

Federal Law No. 101-FZ “On Turnover of Agricultutadnds” (with amendments and additions)
of July 24, 2002 this was more than 20 % of thaltoumber of the co-owners as evidenced by
the attendance (Annex 1 to the Minutes of the kEmate owners’ general meeting).
A quorum is present.

GENERAL MEETING AGENDA

1. Election of Chairperson, Secretary, and membetseoTabulation Commission.

2. Allocation of a land plot (indivisible tract of ldhto the land share owners according to
their shares.

3. Determination of the location of the land plot alted according to the owners’ land
shares.

4. Determination of the location of a land plot toddecated first.

5. Leasing of a land plot allocated according to taers’ land shares to

Discussion of the lease agreement terms and congjtapproval of the lease agreement
terms and conditions.
6. Election of an attorney — a representative of #mellshare owners for the registration of

an allocated land plot and signing of the leaseagent.

ltem 1

THE OWNERS HAVE HEARD: who nominated the Head of
the municipality “ 5 as the Chairperson of
the meeting, for the Secrefahe meeting.

To approve the Tabulation Commission of 3 (Three¥pns. To elect

the Tabulation Commission.




THE OWNERS HAVE RESOLVED: To elect the Head of thenunicipality
y ? as Chairperson of themeeting,

as Secretary of the mgeefio approve the Tabulation

Commission of 3 (Three) persons, electing

to the Tabulation Commission.

VOTING RESULTS:
“INFAVOUR”
“OPPOSED”
“ABSTAINED”

ltem 2
THE OWNERS HAVE HEARD: howproposed to allocate a
land plot according to the owners’ land shares Wwhamounts to ha ( ) ha as

evidenced by the applications and submitted doctsnentitle to the land share provided by

( ) owners of ( nd) $hares.

THE OWNERS HAVE RESOLVEDto0 allocate a land plot according to the ownersidla

shares, which amounts to ha ( ) haveenced by the applications and
submitted documents of title to the land share ipiexV by ( ) owners of
( ) land shares.

VOTING RESULTS:
“INFAVOUR"
“OPPOSED”
“ABSTAINED”

ltem 3
THE OWNERS HAVE HEARD: whoppsed to discuss the
following location of the land plot of ( ha allocated as land shares of the owners.

The list of the land share owners who allocated fhed shares to the land plot and amount of

land shares in their ownership are specified ineéna to the present minutes.



No. Location Field No. Plot No. Area, ha

Arable Land

1. On the left side of th
Moscow-Simferopol

(1)
[EEN

Cultivated plot (part) 1

highway

2. On the right side of the 4 Cultivated plot 1
Moscow-Simferopol Cultivated plot 2
highway

3. On the right side of the 7 Cultivated plot 3
highway - Cultivated plot 4
Cultivated plot 5
Cultivated plot 6

Total arable land area:

Hayland

4, North-West of the khutor - -
(farm yard) of

Novoalekseyevka

Pasture land

5. | A northern part, a -
southern part, and a
north-western part of the
khutor of

Novoalekseyevka

Perennial Crops

6 Orchard, in the North- - R
East off the threshing

floor

Total farm land area:

THE OWNERS HAVE RESOLVED: to approve the followifagation of the land plot of
( ) ha allocated as land shares of the owmésslist of the land share owners who
allocated their land shares to the land plot anduarhof land shares in their ownership are

specified in Annex 2 to the present minutes.

No. Location Field No. Plot No. Area, ha

Arable Land

1. On the left side of th

Moscow-Simferopol

(1)
[EEN

Cultivated plot (part) 1




highway

2. On the right side of the 4 Cultivated plot 1

Moscow-Simferopol Cultivated plot 2
highway

3. On the right side of the 7 Cultivated plot 3
highway - Cultivated plot 4

Cultivated plot 5
Cultivated plot 6

Total arable land area :

Hayland

4, North-West of the khutor - -
(farm yard) of

Novoalekseyevka

Pasture land

5. | A northern part, a -
southern part, and a
north-western part of the|
khutor of

Novoalekseyevka

Perennial Crops

6 | Orchard, in the North- - -
East off the threshing

floor

Total farm land area:

VOTING RESULTS:
“INFAVOUR”
“OPPOSED”
“ABSTAINED”

ltem 4
THE OWNERS HAVE HEARD: who proposed a land
plot to be allocated first as unclaimed land shafate owners provided that any co-owner of a

land plot which was allocated withdraws from thaske agreement with further allocation of a

land plot in kind. For these purposes proposed to

allocate the following land plots:



No. Location Field No. Plot No. Area, ha

Arable Land
1.
2.
3.
Total arable land area:
Hayland
4. ;
Pasture
5. -
Perennial Crops
6 - -

Total farm land area:

THE OWNERS HAVE RESOLVED: to allocate a land plotarding to unclaimed land shares
to be allocated first:

No. Location Field No. Plot No. Area, ha
Arable Land
1.
3.
Total arable land area:
Hayland
4. ;
Pasture
5. -
Perennial Crops
6 - -

Total farm land area:

VOTING RESULTS:
“INFAVOUR”
“OPPOSED”
“ABSTAINED”



ltem 5
THE OWNERS HAVE HEARD: (full  name), a
representative of the Lessee (name of

organisation-lessee), who proposed to disthesterms and conditions of the lease agreement
with multiple lessors, clarified the rights andightions of the lessors and lessee under the lease

agreement, the rent amount and payment procedwte¢ha agreement duration.

THE OWNERS HAVE HEARD: (full name,

position), a representative of the Lessors who gsegd to accept the terms and conditions of the

lease agreement, to approve the text of the agrdeara lease out a land plot of
( ) ha allocated as land shares of thear a long period of time.

THE OWNERS HAVE RESOLVED: To accept the terms aaodditions of the lease agreement
with multiple lessors, to approve the text of tlgge@ment and lease out for a long term a land
plot of ( ) ha allocated accordmdand shares of the owners to

(name of organisatEsee) .

VOTING RESULTS:
“INFAVOUR”
“OPPOSED”
“ABSTAINED”

Item 6
THE OWNERS HAVE HEARD: who proposed to appoint

- attorney and grant him/her a powexttofney to represent the owners in all and

any institutions and authorities of all form of asvehip, to perform actions relating to the
registration of the right to common share ownerstfim land plot in the Head Office of the

Federal Registration Service in the egidn, to perform activities pertaining to

signing of the lease agreement with multiple lessath , to make all required

payments on behalf of the owners associated wélrénsaction registration, and to perform any
other legal and factual actions pertaining to tkecation of this commission.

THE OWNERS HAVE RESOLVED: to appoint attorney, and grant
him/her a power of attorney to represent the owireedl and any institutions and authorities of

all form of ownership, to do actions relating te tlegistration of the right to common ownership



of a land plot in the Main Office of the Federal dgidtration Service in the

Region, to perform activities pemgrto signing the lease agreement with

multiple lessors with , to malkeequired payments on behalf of the

owners associated with the transaction registratmal to perform any other legal and factual

activities pertaining to the execution of this corssion.

VOTING RESULTS:
“INFAVOUR®
“OPPOSED”
“ABSTAINED”

Chairperson of the Meeting / /

Secretary of the Meeting / /




Annex

to the Minutes of the Land Share Owners’ Generadting

dated* ” 200

LIST
of the Owners of Land Shares Located on the Territy of

Who Applied for Allocation of Land Shares to a LandPlot to be Leased out to

as of “ ? 200
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24.

25.

26.

27.

28.

29.

30.

31.

Total: ( ) land share owners with ( ) land shares in ownership.

Head of the Municipality




Annex

to the Minutes of the Land Share Owners’ Generattivig

dated* ” 200
GENERAL MEETING ATTENDANCE LIST
of the Owners of Land Shares Located on the Territy of
“ ” 200
NO. Full Name Data of Number Attorney Signature of Land
Document of of Land (to be completed if Share Owner/
Entitlement Shares attorney attends the Attorney
meeting, Data of
Power of Attorney

1

2

3

4

5

6

7

8

9

10

11

12
TOTAL: ) land shaneers with the right to vote at the
general meeting including ( oyradlys.
The total number of co-owners at the general mgetonstitutes ( ) % of the

total amount of the co-owners.

The general meeting is legally competent/incompetaccording to Art.14 of the Federal Law
No0.101-FZ “On Turnover of Agricultural Lands” of lyu24, 2002 (with amendments and

additions).

A quorum is reached/is not reached.

Appendix:

1. Powers of Attorney for land share owners’ repres@rgs -

The Tabulation Commission members:

pages.




Annex
to the Minutes of the Land share Owners’ Generattivig
dated “__” 200

Voting Bulletin

for the General Meeting of the Owners of Land Share Located on the Territory of

Date and place of the meeting: * ” 200 _, time:

Land Share Owner (Attorney)

Data of Document of Entitlement

Data of Power of Attorney

Number of votes pursuant to land shares owned

Voting on the agenda items of the general meefotgcé a “V” in the box with the selected
answer):

1. Election of the Chairperson, Secretary, and Talmiaommission

IN FAVOUR OPPOSED ABSTAINED

2. Allocation of a land plot (indivisible tract of ldhto the land share owners according to

their shares.

IN FAVOUR OPPOSED ABSTAINED

3. Determination of the location of the land plot alited according to the owners’ land

shares.

IN FAVOUR OPPOSED ABSTAINED

4. Determination of the location of the land plot ®ddlocated first.




IN FAVOUR OPPOSED ABSTAINED

5. Lease of a land plot allocated according to theeya/Hand shares to

Discussion of the lease agreement terms and condjtapproval of the lease agreement

terms and conditions.

IN FAVOUR OPPOSED ABSTAINED

6. Election of an attorney — a representative of #rellshare owners for the registration of

an allocated land plot and signing of the leaseagent

IN FAVOUR OPPOSED ABSTAINED

Full Name of the Owner (Attorney)

Signature of the Owner (Attorney)




Annex No.

POWER OF ATTORNEY

to Represent the Land Share Owner’s Interests at # General Meeting of the Co-owners

Village

District
Region o 200

Mr. (Mrs.) , passport

serial No. , issued on , by

registered at the address:

, who is one otdhewners of an agricultural land plot located tha

territory of the District, (Data of Document of Entitlement to Larr®:
)s
shall empower
Mr. (Mrs.) ,
(full name)
passport series No. , issued on , by

, registerée dltowing address:

to represent his or her interests:

. at all general meetings of the co-owners;
. to participate in the discussion of all and anyraigeitems;
. to vote on agenda items including items as follows:

to determine conditions for leasing a land plosivared ownership, for contribution of a land ptothe
charter (initial) capital or placing it in trust;

to determine the location of the part of a land picshared ownership which contains land plotbjest to
the first allocation according to land shares;

to determine the location of the part of a landt oshared ownership which contains unclaimed land
shares;

to determine the location of the part of a landt ploshare ownership which contains land plots ¢o b
allocated according to land shares and leased out;

to determine the location of the part of a landt ioshared ownership which contains land plotdbeo
allocated according to land shares and contribiatelde charter (initial) capital,

to determine the location of the part of a landt ioshared ownership which contains land plotdbeo
allocated according to land shares and placedist;tr
. to decide on regulations of possession and usdawfdaplot in shared ownership;

. to receive a written notification of the co-owneggneral meeting;



. to perform other legal and factual activities piiteg to the execution of this commission.

The Power of Attorney is valid for 3 (Three) years.

Attorney’s signature

Grantor / /




9.2. Lease Agreement of a Land Plot with Multiple lessors

Village

District
Region £ 200

Under the present Agreement the owners of landeshécated in the village of

, District ngme

of the village and district are to be indicatea ttame of the municipality is possible),

the Region, hereinafter referreastd_essors” (a list of the lessors, passport

data, places of residence, data of document & &tk specified in clause 9 of the present
Agreement) on the one hand,

and

(the corporate form and name of the legal entity)
in the person of

(full name, position)

acting on the basis of
(document certifying his/her powertticles of Association, Power of Attorney, etc.)

hereinafter referred to as “Lessee”, have conduilhe present Agreement to the following

effect:

1. Subject Matter of Agreement
1.1. The Lessor leases out and the Lessee takemsa bf an agricultural land plot in
shared ownership to use it for agricultural prosuctwith the right to purchase, cadastral

number of the land plot , total area of ( ) ha as specified in the

land legend (Annex Nol to the present Agreement).
1.2. The present Agreement shall be valid for 489t{Fnine) years.
1.3. The Agreement shall be registered in office of the Federal

Registration Service in the dregi

The conditions of the present agreement also exterélations between the Lessor and the
Lessee from the time of signing of the Agreemeht (tlecision of the co-owners’ general
meeting to sign the Agreement) until its statestgtion 1.4. Upon its expiration the Agreement
may be extended as agreed on by the parties.drcdise the Lessee has a priority right over third
parties to sign the Agreement of land plot leasdeuthe same conditions and for same duration.
Barring written notice by either of the two partiestermination of the Agreement at
least 3 (three) months prior to the expiration dz#téhe Agreement, the present Agreement is

considered to be extended for the same duratiouaddr the same conditions.



In the event that the Agreement termination coiesidvith the period of agricultural

operations the Agreement shall be terminated #iteagricultural operations are over.

by

year.

year.

2. Rent
2.1. The rent may be paid:

2.1.1. Dby agricultural products in kind, i.e. feed gramthe amount of ( )

kilogram per 1 (one) hectare of the leased shared [grain contains barley, wheat
of class 5, and oats.
Upon request by the Lessor the rent may be paihbly according to the market price of

wheat of class 5 at the harvesting time of theeniryear. The market price is determined

the information provided by the Chamber of Commearseof August 30 of the current

The request for the rent to be paid in cash isetdiled prior to July 30 of the current

2.1.2. Compensations to the Lessor for the amount oflahd tax according to the
taxation authorities’ Notification and a copy oetdocument evidencing that the
land tax has been paid by the Lessor.

2.2.The amount of the land rent is fixed for __ ( ) years.

2.3.The rent is paid only once a year before Deeerh, starting in the year when the

agricultural production was started including tiraet when the present Agreement
was not yet registered in the state authority.

2.4. In the event that the leased land plot costiinds that have not been cultivated for

more than 2 years and these lands constitute #¢) @ and more of the total area of
the leased land plot, for the first three yearslLibgsee will pay the rent in the amount

of ( ) kilograms of feed grain pefote) hectare of leased land

share.

3. The Lessee’s Rights and Obligations
3.1. The Lessee has the right:
to use the land pursuant to the terms and condiitomas leased out hereunder;
right of ownership of seeds, crop plants and trpesgucts and revenues gained by
the Lessee through the land plot utilization;

to participate in making decisions relating to laadiamation;



3.2.

4.1.

to compensation for the sums invested in land adgwveént and farm land improving

upon the termination of rights to the land at tkpigation of the present Agreement,
provided that the land farm quality did not becowmse due to the Lessee’s farm
operations;

to request a reduction in the rent if the usageditimms specified in the present

Agreement or the land quality considerably deteted due to the circumstances for
which the Lessee is not responsible ;

to sublease the land plots for a period not excegethie duration of the Agreement,

the Lessors’ consent is not required;

the preferential right to renew the land lease Agrent upon its expiration;

to increase the land rent unilaterally.

The Lessee is obliged:

to use the leased land plot efficiently pursuantsalesignated purpose;

to improve soll fertility and prevent environmentigradation on the leased land as
well as on the adjoining territories that may beseal by the Lessee’s activities;

to perform a range of activities pertaining to tagonal utilization and protection of
the lands from erosion, under flooding, waterloggipollution, etc.;

to observe a specifically fixed regulations for taed use;

not to violate the rights of other land users asers of natural resources;

to pay the rent in a timely manner;

to indemnify the Lessor and adjacent land usersufigrlosses in full including loss
of benefit incurred by land and environment degtiadaowing to the Lessee’s
activities.

4. The Lessor’s Rights and Obligations

The Lessor has the right:

to monitor the land use and conservation by theées

to terminate the right to lease prior its expiratib the land is used for a non-
designated purpose or nonprofitably, the use otahd results in its damage, if the
Lessee transforms the valuable farm land into &nel lof lower value, if the rent is
in arrears for more than __ days from the ddit¢he final lease payment
specified in clause 2.3 of the present Agreement,ifother essential conditions of

the present Agreement are violated;



to be indemnified for any losses incurred as alresfuland and environmental

degradation owing to the Lessee’s activities;

to participate in putting reclaimed, recultivateathd improved lands, shelterbelt

forests, erosion-preventing and other objects edeah the leased lands into use.
4.2. The Lessor is obliged:

to comply with the terms and conditions of the prasAgreement in full;

not to interfere in the Lessee’s activities;

to lease out the land corresponding to the condtispecified by the Agreement

(farm land areas and their brief qualitative dgdn are provided in Annex No.2);

to facilitate land development on the Lessee’s estju

to assist the Lessee with indemnification of losisetuding loss of benefit upon

seizure of the land for state and public needs.

5. Liability of the Parties
5.1. The alteration, dissolution, and terminatidnttte Agreement are allowed upon
written agreement of the parties in case of failareomply with the requirements specified in
clauses 3 and 4 of the present Agreement, but farior after field operations.
5.2. In case of failure to pay the rent within fheriod specified by the Agreement the
Lessee is to pay the Lessor a penalty fee of 0.@f thte unpaid rent for each day in arrears.
5.3. The parties bear civil, administrative, andmanal liability for violation of the

Agreement conditions pursuant to the legislatiomently in force.

6. Sharing of Costs for the State Registration ohe Agreement

6.1. The Lessee shall cover the following expemsesrred for state registration of the
present Agreement:

6.1.1. Preparation of land survey records, sunggirthe land

6.1.2. Registration of the land plot in the stadastre, payment for the excerpt from the
state land cadastre;

6.1.3. Payment of the state fees for the statstragjon of the Agreement;

6.2. The Lessors shall cover the following expensegrred for the state registration of
the present Agreement:

6.2.1. Reregistration of the certificates and exserfrom the local government

authorities’ resolutions previously issued, stagistration of the right to the land share;



6.2.2. Preparation of powers of attorney to repredbe Lessors before the state
authorities at the state registration of the Agreetn

6.2.3. Preparation of documents relating to engerto an inheritance.

6.3. With consideration of the financial positiarfsthe parties the Lessee will cover the

Lessor’'s expenses, which are to be deducted fremetfit within two years.

7. Settlement of Disputes

7.1. All disputes pertaining to the land and properhich may arise out of the present
Agreement are to be settled in court under thedgksliation or by arbitration court according to

the jurisdictions of these courts.

8. Agreement Termination and Amendment

8.1. The Agreement shall not be terminated uniditer

8.2. The amendment, dissolution, and terminatiothefAgreement shall be agreed upon
by both parties.

8.3. Any additions and amendments to the Agreersieall be considered by the parties
within 3 (three) months. If agreed by both partiee additions and amendments to the
Agreement are to be formalized by an additionaéegrent which is subject to state registration.
The expenses for the state registration of the dments and additions to the present
Agreement are covered by the party initiating threeadment. If not agreed on by the parties the
Agreement will continue operating under the initexins and conditions.

8.4. The Agreement may not be terminated beforerbe year is over.

8.5. In case of the pre-term termination of the e&gnent is initiated by the Lessors
during the first 3 (three) years of the Agreemettie, Lessors will indemnify the Lessee for the
expenses incurred by the Lessee for state registraf the Agreement (state fee for powers of
attorney, payment for land surveying, cadastralistegjion, state fees for the Agreement
registration, and legal services relating to thee®gnent preparation).

The present Agreement shall be prepared in trii@joc@ach copy having the same legal
effect. One copy by decision of the Lessors wilhieéd by , the Lessee shall have

the second copy, the Federal Registration Serviak save the third t.

Appendices:
1. Legend/explication of the land to be leased out.



Passport Da‘teData of Document of Title

2. Areas of the farm lands and their qualitative dgson.
9. Required Information and Signatures of the Parties
Lessors Lessee
No. | Full name




9.3. Land Share Purchase/Sale Agreement

Village
District
Region ‘o 00 2
Mr.  (Mrs.) ,
passport serial No. , issued on ,
by :

registered at the address:

who is one of the co-owners of an agricultural lakhat located on the territory of

District, the Region, hereinatéerred to as “Seller” on the one hand,

and

(an agricultural organisation which uses the adptical land plot in share ownership located on

the territory of District, the Region), represented

by , Director Generdingaoon the basis of Articles of

Association, hereinafter referred to as “Buyer”, the other, have concluded the present
Agreement to the following effect:
1. Subject Matter of the Agreement
1.1. The Seller sells and the Buyer purchases i@ sifaagricultural land located on the

territory of the District, the Region. Title to the land share is

certified (complete what is applicable):
1.1.1. by Certificate of Entittement to Land Sh§parsuant to the form approved by the
Resolution of the Government of the Russian Fembgrdto. 177 of March 19, 1992 or to the

form approved by the Resolution of the Governmdnthe Russian Federation No. 1767 of

October 27, 1993), series No. ssyed on ,
by ,
(date of issue) (authority where the certigcats issued)

1.1.2. by the Excerpt from the District Administoat's resolution,
Resolution
No. , as of 199




1.1.3. Certificate of Title to Land Share (pursutanthe form approved by the Resolution
of the Government of the Russian Federation No.d&#F3ebruary 18, 1998 “On Adoption of the

Rules for Keeping EGRP”, series No. issued on ,

by

1.2. The size of the land share (to be sold unkerpresent Agreement) in common
ownership of the agricultural land plot located omhe territory of the
District,

the Region amounts to wiltathe land valuation of

“ballohectares”, land plot cadastral number

1.3. The time of the land share transfer from $étdeBuyer is the date of signing of the
present Agreement. The transfer of title to thellahare from the Seller to the Buyer is subject
to the state registration in the legal instituti@sponsible for state registration of immovable
property rights and transactions at the locatiothefland plot.

1.4. The present land share is encumbered/not dyerach with a right of lease
(underline what is applicable). The leasing righioings to

(to be completed if the land share is leasedinuhe case of no encumbrance use a dash)

2. The Agreement Price and Payment

The Buyer shall pay the Seller ( ) Roubles for the

land share.
Terms of payment: within 5 (Five) banking days froine time of signing of the present
Agreement.
Form of payment: cash. As agreed by the partiesBilnyer may effect payment by other
means pursuant to current legislation.
3. The Parties’ Rights and Liabilities
3.1. The Seller is obliged to:
3.1.1. Give an original document of title to theyBuwithin 1 (one) day from the time of
signing of the present Agreement;
3.1.2. Grant a power of attorney to the represmetaif the Seller for state registration of
the land share title transfer;
3.1.3. to provide a notarised certificate of theusal consent to the transaction as
required by Art. 35 of the RF Family Code (if thell8r is married).
3.2. TheBuyer is obliged to:
3.2.1. Make payment under the present Agreemetirwihe terms specified in clause

2.2. of the present Agreement;



3.2.2. Pay for the notary’s services relating te ffower of attorney granted to the
Seller’'s representative for the state registratibthe land share title transfer;
3.2.3. Pay for the state registration of the presgmeement.

4. Agreement Duration. Agreement Termination and Anendment
Settlement of Disputes

4.1. The present Agreement is valid until the adilgns of all parties have been fulfilled.

4.2. Unilateral termination is not permitted.

4.3. All amendments and additions to the presemeé&ment shall be made in writing and
signed by both patrties.

4.4. The present Agreement shall be signed ini¢apbn, each copy having the same
legal effect, each party will have one copy, thedticopy is required for the state registration of
the land share title transfer.

4.5. All disputes and differences that may arise authe present Agreement are to be
settled by negotiation. If the agreement is nothed the disputes will be referred for settlement

to a court under the legislation currently in force
5. Legal Addresses, Required Information, and Sigrtares of the Parties
Seller Buyer

Mr. (Ms.)
Passport serial No.

issued on

issued by
Address:

Date of Birth: “ " 19




9.4.POWER OF ATTORNEY

for Land Shares Purchase/Sale Transactions

Village
District
Region ‘£ 200
l, , date
of birth: *___”~ 199 |, passport serial No. , issued by
on ;
subdivision code: , registatrdide place of residence:
, being one afatmevners of an agricultural land plot
located
on the territory of the District, (Document of Title to a
Land Share Data: ) hereby empowvibrtiaé present Power of Attorney Mr.
(Mrs.) ,
full name
date of birth: *___” 19 |, passperies No. ,issued by

, on , subdivision code:

, registered at place of resedenc

to sell a land share in my ownership located at tfdlowing address

at a price and on conditions at his/her own digmnet
to conclude a land share purchase/sale agreeroesig a transfer act, to represent my interests
in all relevant authorities, all and any institu$y organisations of the Russian Federation

including the Head Office of the Federal RegistmatService of the Region,

the Land Resources and Planning Committee, thor@at branch ofRosnedvizhimost, other
institutions and state authorities pertaining tlmation of a land plot according to my land
share, execution and registration of title to #edl plot allocated.

With the present Power of Attorney | grant powersld actions on my behalf relating to
allocation of a land plot in kind; to file applicads on my behalf, to submit any documents
required, to receive excerpts and certificateefrightregistered in the Uniform State Register

of Immovable Property Rights and Transactions, équest, learn, obtain, and sign all the



documents required as well as to carry out all angl actions and formalities for proper

execution of the present commission.

The Power of Attorney has been read aloud.

This is a Power of Attorney and Substitution andabd for 3 (three) years.

Signature of the person granting the present Poiattorney

| have witnessed the granting of the present PoivAttorney

(full name of a Notary Public/ Head of a municipgli

The Power of Attorney was signed by Mr. (Ms.)

my presence. The identity of the signatory ancdhieistapacity to act have been verified.

Power of Attorney Registration Number No.
Notarial Charge Roubles.

The notarial act was performed at the followingradd:
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