
Legal Alert 

on Federal Law No. 69-FZ dated 1 April 2020 On the 
Protection and Encouragement of Capital Investments1 
 

1. INTRODUCTION 

1.1. On 1 April 2020, Russian Federal Law No. 69-FZ On the Protection and Encouragement of Capital 
Investments in the Russian Federation (the “Law on Investment Protection Agreements”) was 
signed by President Putin. The Law on Investment Protection Agreements entered into force shortly 
after that date upon its official publication.2 Corresponding amendments reflecting new features of the 
Law on Investment Protection Agreements were also introduced to the Tax Code3 and the Budget 
Code of the Russian Federation.4  

1.2. The Law on Investment Protection Agreements grants additional statutory guarantees and incentives 
to investors who engage in investment projects in Russia which meet the criteria as regards the 
amount of capital investments and the industry sector set out in the Law on Investment Protection 
Agreements. To qualify for the investment incentives, an project company set up by the investor must 
enter into an agreement on protection and encouragement of capital investments with the Russian 
Federation, its constituent units or local self-government bodies (an “investment protection 
agreement”). The legislature has, therefore, created a new means for protecting investments and a 
new type of public-private partnership to encourage private investors, primarily those investing in 
major capital-intensive projects.  

1.3. The guarantees and incentives enshrined in the Law on Investment Protection Agreements include a 
stabilisation clause, the rules on the State aid measures and an obligation not to worsen financial 
indicators of the investment project.  

1.4. The benefits under the Law on Investment Protection Agreements are available only to “organizations 
implementing projects”, such organisations meaning the legal entities incorporated in the Russian 
Federation and controlled by the investors (the “project companies”). The investors controlling the 
project companies can be Russian- and foreign-incorporated legal entities, as well as individuals of 
any nationality and stateless persons. Thus, the Law on Investment Protection Agreements equally 
applies to project companies set up by domestic investors and to those set up by foreign investors. 
For the purposes of the Law on Investment Protection Agreements, the term “investor” includes 
foreign investors.5  

2. CONCLUSION OF INVESTMENT PROTECTION AGREEMENTS 

2.1. An investment protection agreement can be concluded in either of the following ways: 

• Private project initiative: The project company, acting on its own initiative, files an application 
for implementation of the project with accompanying documents with the State authorities. 
Within 30 business days upon the submission the State authorities either reject or grant the 
application.6  

• Public project initiative: Is triggered by the State authorities placing a declaration on 
implementing an investment project. Then the tender process ensues with bids submitted by the 

 
1 This legal alert is not designed to provide legal advice and does not purport to deal with every important issue or to cover all aspects of 

the topics with which it deals. 
2 Investment Law, Art. 17(1).  
3 Federal Law No. 70-FZ dated 1 April 2020 On Introduction of an Amendment to Article 5 of Part One of the Tax Code of the Russian 

Federation. 
4 Federal Law No. 71-FZ dated 1 April 2020 On Introduction of Amendments to the Budget Code of the Russian Federation. 
5 Investment Law, Art. 2(1)(4), referring to Federal Law No. 160-FZ dated 9 July 1999 On Foreign Investments in the Russian Federation 

(the “Foreign Investment Law”), Art. 2. 
6 Investment Law, Art. 7.  
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project companies. The winner is determined on the basis of three criteria: (i) the largest 
amount of capital investments proposed; (ii) the least amount of State aid measures (if any) 
requested; and (ii) the shortest time required for implementation of the investment project with 
the greatest efficiency.7  

2.2. The application/bid submitted by the project company must be accompanied by, among other things, a 
set of documents, including the business plan (indicating the amount of capital investments involved, 
the timeline for making such investments, and the details of the proposed investment project), the 
financial/financial and economic model of the investment project, and certain other documents and 
information listed in the Law on Investment Protection Agreements, as may be amended by the 
Russian Government (in case of a private project initiative) and by the tender documents (in case of a 
public project initiative).  

2.3. The investment protection agreement is executed with the successful applicant in a private project 
initiative and the winning bidder in a public project initiative via designated State information system by 
the parties affixing their digital signatures.8 The investment protection agreement is subject to 
registration in the register of the investment protection agreements within five business days after its 
execution by a State authority9 and is deemed to be concluded on the date of such registration.10 From 
this moment the project company is entitled to protection under the Law on Investment Protection 
Agreements.  

3. PROTECTED INVESTMENT PROJECTS  

3.1. Protection is granted to “investment projects”, such project meaning a “set of inter-related measures 
and processes with the purpose of creating/constructing and further operating new, or modernising 
and/or re-constructing and further operating the existing, immovable assets and/or a complex of inter-
related movable and immovable assets, and/or creating and using intellectual assets and/or means of 
identification to extract profit and/or other benefits, including elimination or mitigation of environmental 
impact”.11 

3.2. A protection agreement may be entered into only with respect to a “new investment project”, the 
capital expenditure budget of which was approved by the project company no earlier than 7 May 2018 
(if the application is filed on or before 31 December 2021), or after the Law on Investment Protection 
Agreements was enacted (provided that the application is filed within one calendar year after such 
approval)12. In addition, a protection agreement to which the Russian Federation is not a party, or to 
which a local self-government body is a party, may be entered into no earlier than 1 April 2021.13 

3.3. The Law on Investment Protection Agreements does not apply to investment projects in (i) gambling 
business; (ii) production of tobacco products, alcoholic beverages and liquid fuel; (iii) oil and gas 
extraction; (iv) retail and wholesale trade; (v) financial services supervised by the Central Bank of 
Russia; and (vi) construction/modernization/reconstruction of business and trade centres as well as 
residential houses.14 

3.4. One of the basic criteria for selecting an investment project for the purposes of entering into a 
protection agreement is the amount of “capital investments” which the Law on Investment Protection 
Agreements defines as money of the project companies contributed to them by investors as an equity 
or a property contribution, or, in some specific spheres of activity, as donations.15 However, the Law 
on Investment Protection Agreements excludes loans to the project companies from the definition of 
“capital investment”. Further, whether the stabilisation clause will apply to the project company directly 
depends on the amount of capital investments in an investment project (for details, see below). 

 
7 Investment Law, Art. 8. 
8 Investment Law, Art. 11(1-2).  
9 Investment Law, Art. 11(5).  
10 Investment Law, Art. 11(4).  
11 Investment Law, Art. 2(1)(3). 
12 Investment Law, Art. 2(1)(6) and Art. 7(14)(4).  
13 Investment Law, Art. 16(1). 
14 Investment Law, Art. 6(1).  
15 Investment Law, Art. 2(1)(5).  
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4. SUBSTANTIVE GUARANTEES AND INCENTIVES 

4.1. Stabilisation Clause 

4.1.1. The stabilisation clause16 is the key guarantee granted to an project company under an 
investment protection agreement. The stabilisation clause provides that certain legal 
instruments of the State and local self-government authorities passed after conclusion of the 
investment protection agreement which could have worsened the position of the project 
company should not be applied to the project company.  

4.1.2. The applicability and scope of the stabilisation clause (narrow or broad, as described in 
paragraphs 4.1.3-4.1.4 below) depend on the amount of capital investments and the industry 
sector of the investment project (see the Table below).17  

Scope of the clause Public body – party to the 
investment protection 

agreement 

The amount of capital 
investment 

Industry sector 

Narrow A constituent unit of the 
Russian Federation other 
than the Cities of Moscow 
and St. Petersburg  

RUB 200 million – RUB 
1 billion  

Any sector 

Narrow The Cities of Moscow or 
St. Petersburg 

Not less than RUB 200 
million  

Any sector 

Narrow Russian Federation Not less than RUB 250 
million 

Healthcare, education, 
culture, physical culture 
and sports 

Narrow Russian Federation Not less than RUB 500 
million 

Digital economy, ecology 
and agriculture 

Narrow Russian Federation Not less than RUB 1.5 
billion 

Processing industry 

Narrow Russian Federation Not less than RUB 5 
billion 

Any sector 

Broad Russian Federation Not less than RUB 10 
billion 

Any sector 

 

4.1.3. The stabilization clause with narrow scope applies, in particular, to the following legal 
instruments within three years of their being passed by the authorities: 

• on introducing additional obligations and reducing the scope of rights of owners and 
tenants of land plots; 

• on changing the manner in which the amount of the rent for a State or municipally-
owned land plot is determined; and 

• on modifying town-planning procedures.18 

4.1.4. The stabilization clause with narrow scope also applies to the legal instruments affecting the 
State aid measures (to the extent of the timeline and/or scope of the subsidies provided, the 
budget investments, as well as the subsidies granted to a lender under a related loan 
agreement) during the whole term of the investment protection agreement.19  

 
16Investment Law, Art. 9; Tax Code of the Russian Federation, Art. 5(4.3). 
17 Investment Law, Art. 9(4). 
18 Investment Law, Art. 9(3)(3).  
19 Investment Law, Art. 9(3)(2).  
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4.1.5. In addition to the legal instruments covered by the stabilization clause with narrow scope, the 
stabilization clause with broad scope applies, at the election of the project company, to the 
legal instruments providing for an increase in: (i) the rates of export customs duties for the 
term stipulated in the investment protection agreement; (ii) the rates of environmental charges 
and utilisation duties within three years of the relevant instruments being passed by the 
authorities; and (iii) the rent due for the use of a forest land plot with felling of trees on the 
rented land plot within three years of the relevant instruments being passed by the State 
authorities.20 

4.1.6. Further, Article 5 (4.3) of the Russian Tax Code currently regulates the application of the 
stabilisation clause to taxation. While an investment protection agreement is in force, the 
provisions of subsequent legislation on taxes and levies adopted after such investment 
protection agreement has been executed and registered will not apply to an project 
company to the extent of performance under such agreement. The stabilisation clause 
covers federal, regional and local taxes, depending on whether a party to the investment 
protection agreement is the Russian Federation, its constituent unit or a local self-government 
body. New taxes may apply only if the mandatory payment which existed at the time when the 
investment protection agreement was registered is declared as being no longer in effect, and 
provided the item subject to taxation in connection with such mandatory payment was similar 
to the item subject to taxation under the new tax or levy. 

4.1.7. The Table below sets out those elements of taxation with respect to each tax which are “fixed” 
by virtue of the stabilisation clause (provided the investment protection agreement is executed 
by a public body in charge of determining the relevant element): 

Elements of taxation 

Taxes 

Corporate 
property tax 

Transport tax 
Corporate 
profit tax 

Value added 
tax 

Land tax 

Unit subject to 
taxation 

No No Yes No No 

Procedure to 
determine the tax 
base 

Yes Yes Yes No No 

Tax period No No Yes No No 

Tax rates Yes Yes Yes No Yes 

Tax benefits21 

 
Yes Yes No No Yes 

Assessment 
procedure 

No No Yes No No 

 
20 Investment Law, Art. 9(3)(1,4 and 5).  
21 The stabilisation clause “fixes” the provisions with respect to already granted tax benefits (which may  not be cancelled during the period 
of the investment protection agreement). However, pursuant to Article 5 (4.3) of the Tax Code of the Russian Federation, the regulations 

providing for corporate property, transport and land tax benefits which are enacted after the investment protection agreement is registered 
will apply to the project companies.  
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Elements of taxation 

Taxes 

Corporate 
property tax 

Transport tax 
Corporate 
profit tax 

Value added 
tax 

Land tax 

Procedure and/or 
deadlines to pay the 
taxes 

Yes Yes Yes Yes Yes 

Reimbursement 
procedure 

No No No Yes No 

 

4.1.8. The Law on Investment Protection Agreements sets out the maximum period during which the 
stabilisation clause may apply: (i) for investment projects with up to RUB 5 bln capital 
investments, 6 years; (ii) for projects up to RUB 10 bln, 15 years; and (iii) for projects over 
RUB 10 bln, 20 years.22  

4.2. State Aid Measures 

4.2.1. The most important incentive enshrined in the Law on Investment Protection Agreements is 
the provision of the State aid measures to the project companies. These measures manifest 
themselves in reimbursement of expenses for construction of infrastructure required for 
implementation of the investment projects and for payment of interest on loans raised for 
construction of such infrastructure.23  

4.2.2. The investment protection agreements can stipulate reimbursement of up to 50% of the 
expenses spent for supporting infrastructure, i.e. facilities used exclusively for the 
purposes of implementation of the investment project, and up to 100% of the expenses 
spent for concomitant infrastructure, i.e. facilities used not only for implementation of the 
investment project, but also for other purposes.24 The concomitant infrastructure facilities are 
supposed to be handed over to public bodies upon completion. 25 

4.2.3. The Law on Investment Protection Agreements caps the reimbursement at the amount of 
taxes estimated to be due by the project company in connection with implementation of the 
investment project.26  

4.2.4. The procedure for provision of the State aid measures is governed by the budget legislation 
and can involve conclusion of additional agreements between the project companies and 
State authorities, e.g. agreements on provision of budget subsidies.27  

4.3. Obligation not to Worsen Financial Indicators of the Investment Project 

4.3.1. The investment protection agreements stipulating investment of not less than RUB 300 billion 
in transport infrastructure are supposed to include also the obligation of the Russian 
Federation and its constituent unit(s) not to worsen financial indicators of the investment 
projects covered by the investment protection agreements, where public bodies implement 
other investment projects in transport infrastructure.28 This guarantee provided for by the Law 
on Investment Protection Agreements may be relevant, should the transport infrastructure 

 
22 Investment Law, Art. 10(10).  
23 Investment Law, Art. 15(1).  
24 Investment Law, Art. 15(2).  
25 Investment Law, Art. 15(11).  
26 Investment Law, Art. 15(3).  
27 Budget Code of the Russian Federation No. 145-FZ dated 31 July 1998, Art. 78(8).  
28 Investment Law, Art. 10(12-13).  
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(e.g. roads), created under a public investment project, compete with the transport 
infrastructure created under an investment protection agreement.  

5. RESPONSIBILITY 

5.1. The Law on Investment Protection Agreements provides that the project company can claim from 
public bodies only actual damages (but not lost profit) caused by breach of the stabilisation clause and 
the clauses in the investment protection agreements on State aid measures.29  

5.2. The affected company may recover the damages, only if it meets all of the requirements set out in the 
Law on Investment Protection Agreements, in particular: (i) it has made all the capital investments as 
required under the Law on Investment Protection Agreements; (ii) it has registered all property rights 
(including the rights to intellectual property assets) to be registered under the Russian laws and has 
put into operation the immovable assets it has created; (iii) it advises the competent public agency of 
its rights having been violated; (iv) it has no overdue mandatory payments in connection with the 
investment project. 

5.3. The maximum amount of damages that can be recovered from public bodies is capped by the amount 
of taxes estimated to be due by the project company in connection with implementation of the 
investment project less any expenses subject to reimbursement.30 

5.4. As for the potential liability of the project company, it can be held responsible under budget legislation 
for breach of the agreements related to the investment protection agreement such as the agreements 
on provision of budget subsidies and ordered to return money obtained as State aid to budget.31  

6. DISPUTE RESOLUTION 

6.1. The dispute resolution clause of the Law on Investment Protection Agreements sets out that disputes 
between the parties to the investment protection agreements should be resolved by negotiations.32 It is 
worth emphasizing that the notice of a dispute under the Law on Investment Protection Agreements 
should be fairly detailed reflecting legal arguments of the party serving the notice and containing 
evidence in support of that party’s position.33. The apparent goal of this provision is to ensure the 
constructive conduct of negotiations from the outset. The service of the notice of a dispute triggers a 
three-month cooling-off period.34  

6.2. In case the dispute is not resolved by negotiations, the claim can be filed with the competent Russian 
commercial (“arbitrazh”) court. At the same time, the parties to an investment protection agreement 
are free to agree an alternative dispute resolution clause providing the claimant with a choice of either 
submitting the dispute to the competent State (“arbitrazh”) court or to arbitration. However, the parties 
to an investment protection agreement are barred from agreeing an exclusive arbitration clause with 
only arbitration as designated forum for resolution of their disputes.35  

6.3. The seat of arbitration ought to be in the Russian Federation; and any arbitration under the Law on 
Investment Protection Agreements shall be conducted under the rules of the permanent arbitral 
institution which obtained permission to administer arbitral proceedings in Russia under Federal Law 
No. 382-FZ dated 29 December 2015 On Arbitration (Arbitral Proceedings) in the Russian 
Federation.36 There are currently only five Russian and two foreign arbitral institutions that secured 
such permission.37  

 
29 Investment Law, Art. 12(3).  
30 Investment Law, Art. 12(8).  
31 Investment Law, Art. 12(1).  
32 Investment Law, Art. 13(1).  
33 Investment Law, Art. 13(2).  
34 Investment Law, Art. 13(3).  
35 Investment Law, Art. 13(4-5).  
36 Investment Law, Art. 13(7).  
37 List of Deposited Arbitration Rules, <https://minjust.ru/ru/deyatelnost-v-sfere-treteyskogo-razbiratelstva/deponirovannye-pravila-

arbitrazha>; List of the Foreign Arbitral Institution Recognized as Permanent Arbitral Institutions, <https://minjust.ru/ru/deyatelnost-v-sfere-
treteyskogo-razbiratelstva/perechen-inostrannyh-arbitrazhnyh-uchrezhdeniy>. 

https://minjust.ru/ru/deyatelnost-v-sfere-treteyskogo-razbiratelstva/deponirovannye-pravila-arbitrazha
https://minjust.ru/ru/deyatelnost-v-sfere-treteyskogo-razbiratelstva/deponirovannye-pravila-arbitrazha
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7. CORRELATION OF THE NEWLY INTRODUCED REGIME WITH THE EXISTING INVESTMENT 
PROTECTION AND PUBLIC PRIVATE PARTNERSHIP REGIMES 

7.1. The Russian legislation has a number of legal regimes governing public-private partnership and 
investment protection. These regimes provide certain guarantees and incentives to private parties and 
investors, but have narrower spheres of application compared to the regime established by the Law 
on Investment Protection Agreements. 

7.2. The legislation on concession agreements and public-private partnerships governs the agreements 
between public bodies and private parties under which private parties undertake to construct certain 
commercially profitable assets and operate them,38 while the public bodies undertake to put in place 
measures ensuring that private parties obtain return on investments stipulated in the relevant 
agreements.39 Unlike the investment protection agreements, the concession and public-private 
partnership agreements can be concluded only in respect of specific types of assets laid down in the 
legislation.40 Importantly, an investment protection agreement differs from other agreements also in 
that a public body which has concluded an investment protection agreement does not undertake to 
implement the investment project or to engage in investment and/or commercial activities, including 
together with the company implementing the project.41 

7.3. Furthermore, a host of legal regimes extend incentives and guarantees to the residents of specific 
geographical areas provided they meet certain criteria and enter into agreements with the State-
controlled companies designated to manage these areas.42 

7.4. The approach adopted in the Law on Investment Protection Agreements aims to provide a 
comprehensive framework for regulation of guarantees and incentives applicable to the project 
companies active in almost all spheres of economy and across the whole country. At the same time, 
the laws on the specific legal regimes remain in place. However, these laws may be amended for 
greater harmonization with the Law on Investment Protection Agreements in the future. 

7.5. It is important to note that although most of the provisions of the Law on Investment Protection 
Agreements went into force shortly after 1 April 2020, a number of regulations critical for operation of 
the Law on Investment Protection Agreements have not been passed so far. In particular, the model 
investment protection agreement and model application for implementation have not been adopted by 
the Government of the Russian Federation. Thus, it is impossible to conclude investment protection 
agreements right now.43  

RGP recommendations: 

We recommend analysing any proposed major investment projects for their compliance with the requirements 
of the Law on Investment Protection Agreements, with a view to a possible application for conclusion of an 
investment protection agreement.  

When developing a business plan and a financial model for an investment project, we recommend assessing 
whether making use of the benefits and advantages under the Law on Investment Protection Agreements 
would be advisable, in particular: 

(i) stabilising tax, customs, land and town-planning regulations for the period of the project;  

(ii) state aid measures in the form of a public entity compensating the concomitant and supporting 
infrastructure expenses; 

 
38 Federal Law No. 115-FZ dated 21 July 2005 On Concession Agreements (the “Law on Concession Agreements”), Art. 3(1); Federal 

Law No. 224-FZ dated 13 July 2015 On Public-Private Partnership, Municipal-Private Partnership in the Russian Federation and 
Introduction of the Amendments into the Separate Legislative Acts of the Russian Federation (the “Law on Public-Private Partnership”), 
Art. 12(1).  
39 Law on Concession Agreements, Art. 20(1); Law on Public-Private Partnership, Art. 15(5).  
40 Law on Concession Agreements, Art. 4(1); Law on Public-Private Partnership, Art. 7(1).  
41 Investment Law, Art. 10(3). 
42 Federal Law No. 473-FZ dated 29 December 2014 On the Territories of Accelerating Social and Economic Development in the Russian 
Federation, Art. 13(1); Federal Law No. 116-FZ dated 22 July 2005 On Special Economic Areas of the Russian Federation, Art. 9(1).  
43 It is reported that in late April 2020 the Ministry of Finance of the Russian Federation and the Russian Union of Industrialists and 

Entrepreneurs sent to the Russian Government a package of proposals on the regulations to be passed to implement the Investment Law. 
See Dmitry Butrin, “Medicine for the Recovered” in Kommersant No. 71 dated 20 April 2020, <https://www.kommersant.ru/doc/4326203>. 
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(iii) review alternative investment protection and public-private partnership tools and means available 
under the law and how they correlate with the Law on Investment Protection Agreements legal 
regime.  

Should you have any questions on this alert, please contact us at alerts@rgp.legal. 
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