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News Alert 

Аmendments to the Law on the Procedure for Making 
Foreign Investments in Strategic Companies (57-FZ) 

1. INTRODUCTION OF A SIMPLIFIED APPROVAL PROCEDURE FOR CERTAIN STRATEGIC 
COMPANIES 

1.1. On 23 December 2020, the lower chamber of the Russian parliament, the State Duma, has adopted 
in the first reading1 the bill No. 1047035-7 (hereinafter the “Bill”) on amending Federal Law No. 57-
FZ “On the Procedure for Making Foreign Investments in Companies of Strategic Importance for 
National Defence and State Security" dated 29 April 2008 (hereinafter the “Law No. 57-FZ”).  

1.2. The main goal of the Bill is to improve the procedure for committing foreign investments in strategic 
companies engaged in the following activities:  

i) services provided by natural monopolies in relation to water supply and wastewater 
drainage using centralised systems and public utility systems;  

ii) works involving the use of infectious agents (except for the manufacture of 
pharmaceuticals);  

provided that the above activities are not such companies’ core business. 

1.3. According to an explanatory note to the Bill, it concerns the companies which, in order to perform 
the said activities, operate a minor asset, including water supply (wastewater drainage) systems 
and/or designated facilities (buildings, equipment) where the quality control of manufactured goods 
and licensed activities related to the use of infectious agents is/are carried out.  

1.4. The explanatory note states that in practical terms, such companies most often include:  

i) meat processing plants and poultry farms; 

ii) stud farms (producers of wool, hide and down); 

iii) canteens; 

iv) manufacturers of perfume and beauty products, as well as companies providing 
disinfection services; 

v) glass, ceramics and textile manufacturers, metallurgy companies, cement and brick 
producers, and wood processing plants;  

vi) construction companies and plastics manufacturers; 

vii) agricultural enterprises and health resorts. 

1.5. The Bill proposes that the value of assets involved in carrying out said strategic activities should be 
used as a main criterion to confirm that such strategic activity does not represent the company’s 
core business. The suggested threshold is the value of such assets, which according to the Bill 
shall not exceed 1% of the balance sheet value of the overall company’s assets during the 

 
1 Second reading by the State Duma is scheduled for April 2021. 
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three-year period preceding the date of submission of an application for a preliminary approval of 
the relevant transaction2.  

1.6. The Bill provides for a simplified procedure for making a decision on approval of a transaction or 
establishment of control (direct or indirect) over such strategic company.  

1.7. The simplified procedure may not be applied if a foreign investor does not provide information about 
its beneficiaries to the FAS of Russia, or if it is a public foreign investor3. At the same time, the Bill 
exempts transactions aimed at establishing control over the above-mentioned strategic companies 
from the general ban on transactions resulting in the establishment of control over a strategic 
company by a foreign investor failing to provide information or by a public foreign investor, and 
permits such transactions subject to their preliminary approval by the Government Commission on 
general terms.  

1.8. An applicant must submit an application seeking preliminary approval of a transaction/ 
establishment of control even if the simplified procedure is used. An important advantage of the 
simplified procedure is that the FAS of Russia may make a decision concerning a relevant 
transaction independently, without referring it for the consideration to the Government Commission 
on Monitoring Foreign Investment in the Russian Federation (hereinafter the “Government 
Commission”), which may significantly speed up the process of consideration of such applications.  

1.9. According to the Bill, making a decision on a preliminary approval of a transaction/ establishment 
of control pursuant to the simplified procedure also requires that, after being requested to do so by 
the FAS of Russia, the executive bodies give their opinions on the absence of a threat to the safety 
and security of the state (the Russian Ministry of Defence and the Federal Security Service of 
Russia) and on the necessity of consideration by the Government Commission of the planned 
transaction/establishment of control (the Ministry of Economic Development of Russia, 
Rospotrebnadzor (the Russian Federal Service for Surveillance on Consumer Rights Protection 
and Human Wellbeing), and the Ministry of Construction Industry of Russia). If at least one of the 
aforementioned government agencies gives a negative opinion, the application will be referred to 
the Government Commission for consideration on general terms.  

2. EXPANSION OF THE LIST OF OBLIGATIONS IMPOSED ON A FOREIGN INVESTOR BY THE 
GOVERNMENT COMMISSION 

2.1. The Bill also expands the list of obligations that may be imposed by the Government Commission 
on an applicant based on the results of the consideration of an application for a preliminary approval 
of a transaction/establishment of control. The Bill proposes to substantially expand the list of 
obligations that are already included in Article 12.1 of Law No. 57-FZ by adding the following 
obligations:   

i) the company must continue carrying out its strategic activity; 

ii) the company must transfer, within an established period of time, the rights to carry out 
water supply and wastewater drainage activities and activities involving the use of 
infectious agents, as well as rights to the property required to carry out such activities, to 
another person or to the State or municipal body;  

iii) the company carrying out water supply and drainage activities must continue implementing 
the approved investment programme; 

iv) the company must ensure that its goods (works, services) output and supply volumes do 
not fall below the level immediately preceding the date of completing the transaction 
(establishing control);  

 
2 As shown in the financial statements on the last reporting date for each completed financial year.  
3 A public foreign investor is defined by Law No. 57-FZ as a foreign state, an international organisation and/or company controlled by 

either of them. 
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v) the company must implement innovative technologies and set up facilities to manufacture 
parts, units, components and materials used by the company for the production and supply 
of required volumes of products (works, services) on the territory of the Russian Federation.  

2.2. When making a decision on preliminary approval of a transaction/establishment of control, the 
Government Commission will still have the right to impose one or more obligations from the above 
list on a foreign investor.  

RGP’s recommendations: 

Looking ahead, the new amendments to Law No. 57-FZ may make it easier for investors to overcome the 
administrative barriers while investing in certain companies that own a relatively insignificant strategic 
asset. However, one can have no certainty as to how often the simplified procedure will be used in practice 
until the first applications with respect to such companies are filed and considered.  

The expansion of the list of obligations that may be imposed by the Government Commission on a foreign 
investor deserves special attention: if the current version of the amendments is enacted, the Government 
Commission will be entitled to impose on an investor an obligation to transfer a strategic asset to another 
company or to the state (municipal) ownership, and to implement innovative technologies and set up 
production facilities in Russia. 

Please note that the Bill has only passed through the first reading in the State Duma and is subject to further 
revision. We will continue monitoring its development and approval status and will inform you of changes 
therein. 

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