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Policy Conclusions to the In-Depth Report on
the Investment Climate and Market Structure in
the Energy Sector of the Republic of Belarus
The Charter Conference,
Having regard to the Report from the Investment Group with respect to the In-depth Review
on Investment Climate and Market Structure of the Republic of Belarus
NOTED
a) That the Republic of Belarus considers foreign direct investment (FDI) as important to the
country’s economic development and prosperity and has established a comprehensive legal
regime for FDI that is primarily based on the Investment Code of the Republic of Belarus, but
also on certain other legal acts, which, however, contain features regarding FDI definition of
“investment” which may differ from that of the Energy Charter Treaty; and
b) That investment agreements as instruments of FDI are now available in the Republic of
Belarus, on the premise that the terms and conditions of international treaties prevail in
cases where they establish rules that are different from those of the legislation of Belarus,
c) In particular:
•

Welcomed the steps taken by the Republic of Belarus to provide an establishment
procedure, taxation, export and import control, currency control and other regulations
that are essentially identical for businesses with and without foreign participation, but
notes that laws are, as a rule, complemented by decrees, ordinances, rules and other
normative acts that establish procedure and conditions of application, often
introducing additional burden on investors and a considerable uncertainty that the
procedure involves, and invites the Republic of Belarus to continue its effort towards
streamlining procedures and regulations;

•

Noted that Belarus still maintains features of a planned economy, with the
government controlling key factors of production and the decisions of economic
agents, and that the tax burden is relatively high and government revenue is
distributed to support certain companies and employment, as well as social
programmes, and welcomes the intention to gradually reduce direct government
participation in the energy sector and strengthen the use and the scope of marketbased approaches, thus boosting investor confidence by moving to a legal and
regulatory basis more suitable for a competitive market structure in the energy sector;

•

Took note with concern that the energy sector continues to lack an independent
regulator and is instead directly regulated by the government by various methods,
including price control (particularly via ceiling prices or fixed prices) ranging from
electricity and heat tariffs to refined petroleum to gas, putting enterprises on lists
restricting privatisation and competition including main pipelines and heat supply
systems, maintaining minimum export price requirements for a number of products,
and continuing subsidisation of many energy products including some important
export items, and appreciates the recent effort of the Republic of Belarus to start
reducing the extent of this direct regulation by the government;

•

Welcomed the establishment of public-private partnerships (PPPs) in the energy
sector that have a good potential, such as the ones aiming at greater production of
renewable energy sources (ethanol, MTBE);

Recommendations

8

•

Appreciated that, to overcome obstacles for attracting FDI into the country, a new
facility has been created by the government, whereby Belarus now hosts the Foreign
Investment Advisory Council, which is headed by the Prime Minister of Belarus;

•

Took note that regarding privatisation in the energy sector the law vests in the State
the exclusive ownership rights for a number of entities and types of assets, and, in
some cases, types of activity, and encouraged the Belarus authorities to continue
assessing the justification of the use, extent and implementation of such exclusivity
lists regarding the fuel-and-energy complex;

•

Took note of the importance of Belarus in bridging supply from the east and
consumption in west in the energy sector, and in this respect acknowledged the role of
the country as an energy corridor and a trading partner between the energy rich
countries and the markets by referring to the projects already in service and the ones
that are currently being developed, noting the importance of greater transparency and
non-discrimination in such projects;

•

Acknowledged that the Republic of Belarus is still developing solutions to the
difficult task of striking a balance between liberalisation, competition and supply
security in the energy sector, and is looking at an acceptable supply-demand balance
of energy, including by intensifying regional cooperation and improving energy
efficiency policies and measures, and invited the Republic of Belarus to consider
more actively the benefits of national, regional and international liberalised and
competitive energy markets, as drivers for new investments while trying not to
undermine supply security, and the benefits that full accession to the ECT could
provide in this respect;

•

Noted that demand-side measures regarding energy savings and efficiency should
strongly be addressed in the energy policies, and welcomed the recent legislative
efforts in this context;

•

Welcomed the accession of the Republic of Belarus to the Kyoto Protocol and the
inclusion in the fundamental objectives of the long-term energy policy of the country
of such important priorities as stability of supply to the national economy and the
population of gas, electricity and oil products, at prices and tariffs that ensure the
competitiveness of the products of the economy both in the country and on foreign
markets, and the increasing of the efficiency of the use of energy resources as a means
for the reduction of energy-related costs.
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Main Findings of the Secretariat
Investment Climate
Belarus considers foreign direct investment (FDI) as important to the country’s economic
development and prosperity. Accordingly, Belarus has established a comprehensive legal
regime for FDI that is primarily based on the Investment Code of the Republic of Belarus, but
also on certain other legal acts. Its main features regarding FDI are the following:
•

•

•

•

•
•

•

Investors can be foreign governments, international organisations, legal entities, other
duly established entities, natural persons (citizens of foreign countries, and citizens of
Belarus and persons without citizenship permanently residing abroad);
Investment can be in real estate, securities, and intellectual property, but certain “objects” can
be reserved for the sole ownership of the government and certain other “objects” can be
reserved for legal entities and citizens of Belarus only. For example, only citizens
permanently living in Belarus are entitled to hold land in private ownership, while foreigners
can possess in private ownership only flats and houses (on leased land), and legal entities
(including those with share of foreign investment) are restricted to hold land in private
ownership. They can get land in private ownership only through privatisation of state
property or implementation of investment projects. All agricultural land is state property;
Investment activity can be via the establishment of a legal entity, or via the acquisition of
shares, real estate, securities, intellectual property rights, concessions, equipment and
other long-term (“basic”) assets;
The state provides investor right protection in a non-discriminatory way, stability of
investors’ rights (including upon termination of an investment), and non-interference in
possession, use and disposal of the investment. Repatriation is guaranteed upon payment
of taxes due. Nationalisation or requisition are possible, but require the payment of
compensation at market value. Damage caused to an investor by the action or inaction of
government officials is subject to compensation;
Support is provided by the government for investment activities via guarantees or central
investment funds;
An investment agreement may be signed between any national or foreign investor and the
government for rendering government support to investment projects of importance to the
economy of the Republic of Belarus;
Where international treaties establish rules that are different from those of the legislation
of Belarus, the terms and conditions of the treaty prevail.

The establishment procedure, taxation, export and import control, currency control and other
regulations are essentially identical for businesses with and without foreign participation.
Incentives available to foreign investors have been largely removed and at the moment only
entities with foreign participation exceeding 30% as of January 1, 2005 still enjoy some tax
breaks during a limited period and some other minor incentives.
While the legal base is established, the laws are, as a rule, complemented by decrees,
ordnances, rules, and other normative acts that establish procedure and conditions of
application, often introducing additional burden on an investor in the form of requirements to
produce certificates and other supporting documentation issued by various government
offices. Apart from the paper burden that such requirements impose, a drawback is the
considerable uncertainty that the procedure involves, as decrees and other acts are often
amended, repealed and superseded by other acts.
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Belarus still maintains many features of a planned economy, with the government controlling key
factors of production and the decisions of economic agents. The tax burden is relatively high and
government revenue is distributed to support certain companies and employment, as well as
social programmes. Agriculture is still very much the domain of the government. Many sectors,
including the energy sector, are directly regulated by the government, and for the purpose the
following methods are deployed:
•
•
•

Price regulation (particularly via ceiling prices or fixed prices) – this includes electricity
and heat tariffs, refined petroleum, gas;
Putting enterprises on lists restricting privatisation and (de-facto) competition – this
includes main pipelines, heat supply systems, etc. (see below);
Minimum export price requirements for certain products.

However, it may be useful to consider the investment potential of Belarus in a broader context.
One of the factors that may have considerable influence on investor attitudes to Belarus is its
proximity to high performers, such as the EU and many ex-FSU countries. For example,
according to recent estimates by independent sources, Belarus is still ranked below the regional
average in terms of economic freedom, but nevertheless its fiscal freedom scores highly. Other
indicators of economic freedom in Belarus are in line with world averages, such as freedom from
government, trade freedom, and monetary freedom. The top income and corporate tax rates are at
30% – high, but still moderate by global measure, and although the government adds additional
costs such as a value-added tax, revenue collected from taxes is relatively low. Belarus has a low
average tariff rate, but non-tariff barriers lower its overall trade freedom score. This implies that
while there are many obstacles to a better investment climate, Belarus is not a “global” laggard,
but rather “regional”, and that there is an obvious need for building up of investor confidence in
such areas like investment freedom, property rights and freedom from corruption, where the
country scores are much lower than the world average.1
To alleviate obstacles in attracting FDI into the country, a new facility has been created by
the government: Belarus now hosts the Foreign Investment Advisory Council, which is
headed by the Prime Minister of Belarus. The Advisory Council helps formulate and
implement comprehensive measures aimed at attracting foreign investment and improving
business conditions in the Republic, and helps provide rapid solutions to problems faced by
foreign investors in connection with their operations in Belarus. The Advisory Council’s
standing committee and working groups focus on such areas as improving the investment
legislation, developing the free economic zones, improving Belarus’s tax and customs
systems, and improving the country’s investment image. Then Advisory Council’s
membership includes ministers and heads of major foreign and international organisations
operating in the Republic.2
However, all investors – regardless of nationality – still face a number of challenges. These
include excessive bureaucracy, weaknesses in the judicial system, relatively high and
inconsistently collected taxes, weaknesses in corporate governance, sometimes unpredictable
decisions taken at the municipal level, and frequent, occasionally unclear changes in the legal
and regulatory environment. Historically, investment has also been discouraged by high
inflation and political and macroeconomic uncertainties.
The main form of FDI in Belarus is the joint venture. As of 1 January 2006, 3 545 enterprises
with foreign capital (1 903 joint ventures and 1 642 foreign enterprises) were registered with
declared authorised fund capital of $1 110.8 mln, out of which $745.1 mln belong to foreign

1
2

See, for example, http://www.heritage.org/research/features/index/country.cfm?id=Belarus.
See http://www.president.gov.by/en/press29505.html.

Main Findings

11

investors. According to the information of the Ministry of Statistics and Analysis of the
Republic of Belarus, in 2005 the enterprises with foreign investments exported goods in the
amount of $ 3 334.1 mln ($1 707.1 mln by JV and $1 626.9 mln by foreign enterprises) – an
increase by 29% as compared with 2004.
Belarus has recently enjoyed a high rate of GDP growth. The very low level of foreign direct
investment (FDI) has been partly mitigated by centrally-directed state investments in
combination with the efficient rehabilitation, modernisation, and utilisation of the physically
well-preserved Soviet production capacities. Due to the peculiarity of the Belarusian
economic potential inherited from the Soviet Union, characterised by the over-concentration
of the high-tech military and other relatively modern processing enterprises, the economic
revival in Belarus has been more employment intensive as compared to many other FSU
countries, where growth and exports remain concentrated in the extractive sector with limited
employment opportunities. Resumption of economic growth contributed to poverty reduction,
with the 2005 poverty headcount ratio falling to 12.7%, less than one third of its 1999 level,
while inequality increased only marginally.3
A general trend is the negligible amount of FDI outflow, compared to the FDI inflow.
When compared to countries with similar economic development in the CIS, the trend is
even more visible.
The Belarus Country Economic Memorandum,4 a study presented by the World Bank in
2005, identified the following macroeconomic risks for the current growth strategy:
•
•
•
•
•
•
•
•
•

Low international reserves aggravated by no access to international capital markets
High dependence on the export market with Russia
Large size of the government
High concentration of the economy
Low level of FDI
Fragility of the banking sector
Vulnerability of the pension system as result of demographic trends and state social policies
Unfriendly business environment and underdevelopment of the private sector
Considerable cost of adjustment to higher Russian energy prices.

The government’s economic programme sets a number of ambitious targets on the
macroeconomic front, while reiterating a cautious approach to reforms in pricing and
property rights. It is important that responsible economic management take a front seat.
Belarus needs to embrace a programme of economic liberalisation and structural and
institutional reforms.
Regarding privatisation in the energy sector, the Law of the Republic of Belarus “On Objects
to be Owned Exclusively by the State” of May 5, 1998 (as amended) vests in the State the
exclusive ownership rights for entities and types of assets, and, in some cases, types of
activity. The justification is that the use or implementation of such “objects” by other owners
may damage sovereignty, national interests, territorial integrity and security of the State, as
well as rights and freedoms of citizens. The list includes, in general terms, natural resources,
military and other materiel, radioactive and explosive substances, public engineering

3

4

See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html
See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20179308~menuPK:328458~pagePK:1497618~piPK:217854~theSitePK:328431,00.html
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infrastructure facilities, the subway and urban electric transport, etc. Regarding the fuel-andenergy complex, such state-owned “objects” include:
•

•
•
•

Electricity supply: system-forming and inter-state power grids and substations rated at
220 kV or more; power grids and substations rated at 0.4-110 kV, used for simultaneous
electricity supply to various groups of consumers;
Centralised heat supply: main heat networks; heat distribution networks; central heat
stations for simultaneous electricity supply to various groups of consumers;
Gas supply: gas distribution stations, underground tanks and storage facilities for
liquefied gas;
Main oil and petroleum product pipelines.

These provisions per se do not mean prohibition of private enterprise in these areas, since
they fundamentally apply only to entities owned by the state as of the date of entry into force
of the Law, and to those commissioned and paid for by the State Budget. Somewhat
paradoxically however, the government has already transferred or agreed to transfer into
majority foreign ownership (including in some instances foreign state-controlled businesses)
the refined product pipeline system, the Beltransgaz concern that operates the entire gas
system except some main pipelines serving transit, the main gas pipelines serving transit, as
well as large shareholdings in one of the refineries and other key energy sector assets.
Economic growth in Belarus over the recent years has been consistent and at a high rate. It has
been broad-based and driven primarily by the favorable external environment, growing demand
in the traditional Commonwealth of Independent States (CIS) markets, and internal
consumption, stimulated through the administratively-imposed growth of average salaries, as
well as by the rigidly enforced increase in labor productivity and challenging targets for energy
efficiency. Trade with Russia played a vital role in supporting Belarus’s growth through an
imputed resource transfer via discounted prices for energy resources and through the privileged
access to Russian market.5 In terms of the ownership structure, however, private sector
companies account for only 25% of GDP and the state retains strict control over their activities
through a combination of legislative and regulatory and price controls and presidential decrees.6
The positive overall outlook for 2007 is also noteworthy. GDP expanded by 8.4% in the first
quarter of 2007 in real terms, mainly driven by fixed capital investment and supported by
industrial and agricultural output. The official growth forecast of 8-9% in 2007 looks
achievable on this basis. However, this growth has come at the cost of increasing inflation,
and concerns about the continuing ability to access affordable energy and use the refining
sector as a key driver of economic expansion will have to be adequately addressed.
Market Structure
At the moment, the energy sector in Belarus is almost entirely government-controlled via a
system of vertically integrated monopolies.
The State Concern Belneftechim reports directly to the government (Council of Ministers)
and includes about 70 enterprises and organisations, including those in:
•
•

5

6

Upstream oil and gas (Belorusneft – exploration and production of hydrocarbons);
Petroleum refining (the Mozyr and Naftan-Novopolotsk refineries);

See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html
ABN-AMRO, Local Markets – CEMA Vision, 24 April 2007.
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Petroleum product distribution and retailing (Belneftechim subsidiaries);
Crude oil pipelines (two enterprises that operate the entire crude oil pipeline system,
including the Druzhba transit lines);
Crude oil imports and refined products exports (Belneftechim and its subsidiaries).

Substantial inroads in the oil sector, however, have been made by Russian governmentcontrolled and private companies:
•
•
•
•

Refined product pipelines are entirely controlled by entities from the Russian Federation;
The Mozyr refinery is 42.5% owned by Russia’s Slavneft;
Most of the refinery throughput in Belarus has been under processing agreements with
Russian companies, particularly LUKoil, Surgutneftegaz, Rosneft;
Russian companies also have built a net of gas service stations in Belarus (LUKoil and others).

Beltransgaz is a joint-stock company reporting to the Ministry of Energy. It is a vertically
integrated monopoly responsible for:
•
•
•

Gas supply, imports and transit;
Gas pipeline operation – the entire system;
Gas distribution.

In the gas sector, the Yamal pipeline, which services transit, is owned by Gazprom. Besides,
the government of Belarus has agreed in May 2007 to sell 50% plus a share in Beltransgaz to
Gazprom in four tranches between June 2007 and 2010, for $2.5 bln. The deal essentially
transfers full control of the country’s gas sector to Gazprom without any provisions to
introduce competition in the sector.
The entire electricity and heat sector (except some generation facilities and heating systems
belonging to industries and municipalities), is controlled by the state industrial electric
enterprise Belenergo, which is a vertically integrated monopoly. For the time being, there are
no plans to reform the sector.
The state industrial fuel and gasification enterprise Beltopgas reports to the Minsitry of
Energy and includes eight subsidiaries responsible for coal, peat and manufactured gas. It has
a relatively minor role in the energy sector of Belarus.
In the oil sector, the Government of Belarus intends to:
•

•
•
•
•
•
•

Continue pursuing its strategy of stepping up domestic petroleum exploration and production,
stabilising output at current levels for an extended period of time, and at the same time
seeking opportunities for Belarus enterprises in petroleum operations in other countries. For
the time being, there are no plans to change the existing structure of the upstream sector in the
country, which is 100% controlled by government-owned companies;
An option is to reverse the flow of some existing oil pipelines to the Baltic Sea (Butinge)
which have not been used since 2003, and thus secure additional routes for oil supplies;
Provide subsidies to the refineries to compensate for the effects of the export tax on crude
oil export to Belarus introduced by Russia on 1 January 2007;
Improve government regulation of prices of domestic crude oil for Government use and
on refined products produced from such oil;
Introduce uniform (identical) prices for refined products produced from domestic and
from imported oil;
Set up a mechanism of price regulation that will exclude “superfluous” trading intermediaries;
Set up the Belarus Oil Company as a shareholding company belonging to the key
government-controlled entities in the sector.
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In the gas sector, the following are the major features of the government’s policy:
•

•

•

•
•

In November 2002, the Belarusian legislature passed a bill allowing for the privatisation of
Beltransgaz. An agreement was reached in 2006 with Gazprom about the acquisition of a
50% plus a share stake in Beltransgaz at a price of $2.5 bln;
In accordance with the gas balance of the Union State between Belarus and Russia until
2020, approved by the Council of Ministers of the Union State on April 4, 2006 (No. 6), a
long-term contract was signed between OJSC Beltransgas and OJSC Gazprom for natural
gas supplies for the Republic for a 21.8-22.1 bcm/y;
Domestic gas prices continue to be regulated by the government and in many instances
cover only a fraction of the actual cost. For 2007, residential and commercial customers
are expected to pay on the average 41.7% of the cost of services including gas and
electricity, with the rest subsidised by the budget. The government has also set a global
ceiling for the increase of prices for the basket of services to the residential sector, which
cannot be increased by more than $5 per household during 2007;
Regulation of the sector is carried out directly by government offices;
There is no domestic legislation specifically regulating the transit flows of natural gas.
Existing Russian gas transit flows through the Northern Lights and Yamal-Europe
pipelines are governed by intergovernmental agreements. The Law on Main Pipeline
Transport (Article 14) stipulates that natural gas transportation via main pipelines requires
a license. The Ministry of Energy is empowered to issue licenses for gas transportation
activities. A shipper of natural gas across Belarus does not have to acquire a license for
gas transit activities.

In the electricity sector, the following are the main features:
•

•

•

•
•

•

For the time being, the electric power sector of the country is amalgamated into the stateowned production union of the power sector “Belenergo”, which consists, apart from the
central dispatch unit ODU, of six republican unitary regional power system enterprises
(RUP-Oblenergo) and of entities of all kinds of ownership that carry out repair,
maintenance and rehabilitation of facilities, research and development, service activities,
and construction of new power sector facilities;
Belarus has no competitive market of electricity and gas. The electricity and gas sectors are
fully regulated. SPE Belenergo is a government-owned integrated monopoly that owns and
operates almost all assets in generation, transmission and distribution of electricity;
Possibilities to restructure the power sector are under discussion in view of eventual future
privatisation, by splitting Belenergo into three shareholding companies, which would be
responsible for generation, transmission and distribution of power, accordingly. It may also
be possible to re-establish the generating plants and some large grid sub-systems as
shareholding companies. However, it is expected that all the “strategic” elements of the
system would continue to be controlled by the government-owned concern;
Electricity prices are subsidised, particularly in residential and commercial sector, at
about 60% in 2007;
Import of electricity makes it possible to reduce costs related to the purchase of fuel
necessary to generate the same amounts of electricity using own condensation
(“mainstay”) power stations in the country, diversify energy supplies to the republic by
types and suppliers and be more efficient in pursuing the rehabilitation agenda in the
Belarusian energy system;
There are plans to re-consider the role of nuclear energy, and possibly construct a 2000
MW nuclear plant in the country. In the short- to mod-term however, generation will
continue to depend of natural gas in the first instance, requiring the introduction of
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modern generation technologies such as steam-gas turbines and the replacement of
obsolete equipment in order to improve efficiency;
Considerable updates are required in the electricity grids, with some work already in progress.

Other energy resources markets are characterised by the following main features:
•

•

•

Apart from oil, natural gas and coal Belarus uses a variety of other energy resources,
notably peat, renewable energy sources (RES), and wood. In general, the use of the
abovementioned energy resources (except lingo-cellulosic and other ethanol) in the fuel
and energy balance is rather limited and does not exceed 5% of the requirements for fuel
and energy resources;
Probably the best short-term perspective in renewable energy sources are related to the
biofuels industry, particularly ethanol. A feasibility study has been finished in Minsk
concerning the subject. The study clearly shows not only the economical interest of the
project as such, but also that it will be of an essential interest for the whole country and,
obviously, for the various participants of the global joint venture. Banking and other experts
have estimated that the project, once finalised and 100% operational, that is within four to
five years, may constitute ±3% of Belarus’s total GNP;
MTBE (or ETBE to be studied/evaluated) coupled with clean fuel specifications would
have significant impact on the state’s petrol supply and thus on its oil supply.
MTBE/ETBE comprises 11%, by volume, petrol. This is significant in light of the current
Belarusian petrol and oil market. (ETBE contains about 47% ethanol). Depending on the
current situation at the refinery/ies, MTBE could provide a more rapid solution, as
domestic ethanol supply is limited in the Republic and new capacity will not be available
for two to three years. Using ethanol might result in a 5-20% reduction in petrol volume,
because less ethanol is needed to supply the same oxygen content as MTBE. The ethanol
produced by the Belarus/Greenfield JV will conform to the highest European standards.

In district heating, the following is seen as the main tasks for the immediate future:
•

Large district heating supply systems have evolved in Belarus over a long period of time
and, along with the obvious advantages that such systems enjoy, they exhibit, under the
new market conditions, some significant drawbacks, for example:
- As a result of lower heat demand load factors have decreased, and the existing heat
sources cannot operate at their design heat load factors and efficiency;
- Heat sources exhibit low flexibility and low efficiency beyond the heating season;
- Heat distribution nets require high metal and other material inputs, and expensive
repairs and maintenance;
- There is an inflexible hydraulic link between the heat distribution nets and the heating
systems of users, which limits the ability of consumers to regulate heat loads; this
leads to expending more electricity than required to pump the heat medium, and to
“overheating” and “underheating”.

In energy efficiency and the environment, the following are the main tasks:
•

•

The strategic goal of the activities in the area of energy-saving during the period until 2015 is
to reduce the energy intensity of the GDP in comparison to 1999 by 40-45%, and as the result
of this to decrease of the Republic’s dependency on imports of fuel and energy resources,
which could be achieved by the means of restructuring of the economy, development of
necessary legal acts and regulatory-technical basis, and technical measures;
The Republic of Belarus acceded to the Kyoto Protocol on August 12, 2005 in accordance
with the Decree of President of the Republic of Belarus No. 370 “On Accession of the
Republic of Belarus to the Kyoto Protocol”. In November 2005, the Kyoto protocol
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became effective for the Republic of Belarus. The National Register of carbon units of the
Republic of Belarus is fully prepared for operations. The first amendment to the Kyoto
Protocol establishing quantitative commitments of the Republic of Belarus was adopted
by the Parties to the Protocol (decision 10/CMP.2 “Proposal of Belarus to pass an
amendment to Appendix C to the Kyoto Protocol”). The Republic of Belarus expressed
its consent on the legally binding nature of the Amendment to Annex B of the Kyoto
Protocol to the United Nations Framework Convention on Climate Change adopted in
Nairobi on 17 November 2006. At present the process of ratification of this amendment
by the Parties has started. For the amendment to become effective no less than 75% of the
countries – parties to the Kyoto Protocol have to ratify it.
Overall, the long-term energy policy of the Republic of Belarus includes such important
priorities as stable supply to the national economy and population of the country of gas,
energy and oil products at prices and tariffs that ensure competitiveness of products of the
real sector of the national economy both within the country and in foreign markets; further
increase of efficient use of energy resources as means for reduction of energy-related costs
by the society.
The government of Belarus is facing a task of increasing the share of domestic energy
resources in the production of energy to 25% by 2012, to be accomplished by increasing the
use of local energy resources and renewable sources of energy as well as improving energy
efficiency in the use of traditional energy resources on the basis of modernisation and
updating of the current energy-related equipment.
Addressing this task will make it possible to reduce imports of energy resources. An ever
greater role in the foreign trade of Belarus besides import belongs to the export of energy
commodities and services. This can be explained by the favorable geographical location of
Belarus between one of the main global energy exporters, Russia, and the main global
importer – countries of Central, Western and Eastern Europe. Effective positioning of the
country as a reliable energy corridor between East and West is the basis for the export-import
energy strategy of the country.
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OVERVIEW
Key Information
Official name

Republic of Belarus

Head of State

President: Alexander Lukashenko
(since 1994; re-elected in March 2006 for a third five-year term)

Head of Government

Prime Minister: Sergei Sidorsky (since 2003)

National Legislature

National Assembly

Constitution
Capital
Major Cities
Total Land Area
Population
Official Language
Labour Force
Literacy (%)
Independence Declared
Religion
Currency
Time Zone

I.1.

March 30, 1994; revision by a national referendum of November 24, 1996, gave
presidency greatly expanded powers and became effective November 27, 1996
Minsk (1.7 million)
Minsk, Hrodna, Homyel’, Mahilyow, Vitebsk, Brest
207.6 thousand km2
9750.5 thousand (1 January 2006)
Belarusian and Russian
44.6% as of 1 January 2006, 62% “labour age” (15 years old and over)
99.6%
1991 (August 25, 1991)
Eastern Orthodox
Belarusian rouble (BYR) (introduced in July 1993)
GMT + 2

Geography

The republic of Belarus is situated in Central-Eastern Europe. Its area is 207.6 thousand km2,
about 560 km across from north to south and 650 km from east to west. Belarus ranks 13th in
Europe in terms of its area. Belarus borders the Russian Federation, Latvia, Lithuania,
Poland, and Ukraine; the total length of its borders is 2 970 km. Belarus is a landlocked
country in the heart of Eastern Europe with a relatively flat plain, and contains large tracts of
marshy land. Belarus has several big rivers: the Dnieper, the Western Dvina, the Neman and
the Western Boug.7 Belarus is home, along with Poland, to the Belavezkaya Puscha – the
only remaining, virgin part of the immense forest that once spread across the European Plain.
Forests cover about 34% of the total landscape, making forestry one of the most important
natural resources in Belarus. Other natural resources found in Belarus include peat and
potassium deposits, and also small quantities of coal, oil and natural gas (not easily accessible
and remain undeveloped), granite, dolomite (limestone), marl, chalk, sand, gravel, and clay.8
The Republic of Belarus is favourably located in Europe’s central parts. It is at the crossroads of
railways and trunk highways, systems of oil, gas and refined products pipelines, communication

7
8

Microsoft Encarta 2007.
See http://en.wikipedia.org/wiki/Belarus#Geography.
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lines between West Europe, Russia and Asian countries. The shortest ways from Central and East
Russia to West Europe and between the Baltic and the Black Sea also cross Belarus.
The climate is humid, moderately continental and ranges from cold winters (average January
temperatures are in the range -8 °C to -2 °C) to cool and moist summers (average temperature
15 °C to 20 °C), where the heating season is generally from October to May.9
The Republic of Belarus is administratively subdivided into 6 regions (Brest, Vitebsk,
Gomel, Grodno, Mogilev, Minsk), 118 districts, 112 cities and 95 townships. The capital is
the city of Minsk, with a population of 1.7 million. The regional capitals (Brest, Vitebsk,
Gomel, Grodno, Mogilev) have a population of 300-500 000. There are several cities
(Bobruisk, Baranovichi, Borisov, Pinsk, Orsha, Mozyr, Novopolotsk, Soligorsk) with a
population exceeding 100 000 each.
Figure 1: Belarus administrative units
Belarus Geographic Location

Administrative Division

Source: https://www.cia.gov/cia/publications/factbook/

Source: http://en.wikipedia.org/wiki/Belarus#Geography

I.2.

Environment

The most serious environmental problem in Belarus is the contamination from the April 1986
explosion at the Chernobyl nuclear power plant in Ukraine, 16 km. south of the Belarusian
border. More than 60% of the high-level radioactive fallout of cesium, strontium, and
plutonium that was spewed into the atmosphere landed in Belarus, affecting about one-fifth
of its territory and more than 2 million of its people.10
The cities of Belarus are heavily polluted, especially industrial cities such as Salihorsk
and Navapolatsk, largely because of the development of heavy industries in the years
following World War II. Automobile exhaust is now the source of the of about half the air
pollution in the cities.
Belarus is an extensively wooded country, but in total 4.2% of the country’s land area is
protected. Biodiversity, soil pollution, and threatened species’ protection are areas of concern.11

9
10
11

See http://en.wikipedia.org/wiki/Belarus#Geography.
Microsoft Encarta 2007.
Microsoft Encarta 2007.
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Protection of the environment: The Republic of Belarus pays significant attention to the
issues of the environment and rational use of natural resources. Implementation of
international conventions and protocols to them is one of the priority lines of work in this
sphere. At the 12th session of the Conference of the parties to the UN framework convention
on climate change, operating as a meeting of the Parties to the Kyoto protocol (2nd session)
in the period between 6 and 17 November 2006 in Nairobi (Kenya) a decision was made to
establish quantitative commitments on the reduction of greenhouse gases for the Republic of
Belarus at the level of 8% less than in 1990 for the period 2008-2012 and introduce a relevant
amendment to Appendix C to the Kyoto Protocol. This decision will enable the republic to
participate in the Kyoto protocol implementation mechanisms.

I.3.

Population and Employment

As of 1 January 2007, the population of Belarus was 9.71 million, belonging to more than
100 ethnic backgrounds. Based on 1999 census data, Belarussians are 81.2%, Russians –
11.4%, Poles -3.9%, Ukrainians – 2.4%, Jews -0.3% and other nationalities -0.8% of the total
population of the country. The population density is relatively low – 47 persons per square
km, and urban population is 72.4% of the total.
Most of the population (70.3%) is between the age of 14 and 64. The population growth was
at 0.05% in 2005. According to the Save the Children international organisation report
(comparing 167 countries), Belarus has the highest rating for the quality of life for women
and children among all countries in the former Soviet Union. Belarus ranked sixteenth for
mothers’ quality of life, fourteenth for a woman’s quality of life and twentieth for the quality
of life for children.12
As in many CIS countries, employment in industry and agriculture has decreased over time and
there has been a shift toward the tertiary sector. Services now account for more than 50% of total
employment in Belarus. The official unemployment rate is low, at 1.5% as of end-2005, slightly
higher for females than for men. The country has one of the highest shares of registered
unemployed among CIS countries and one of the highest participation rates by registered
unemployed in active market and training programmes, as well as public works.13

I.4.

State Structure

The Republic of Belarus is a constitutional unitary democratic social state. In accordance with the
Constitution of the Republic of Belarus the only source of the state power is its people, who
implement this power directly and through representative authorities. The supreme purpose of the
state is the assuring of rights and freedoms of the citizens.
In accordance with the Constitution the state power is exercised on the basis of its division on
legislative, executive and judicial branches. The supreme representative and legislative authority
is the Parliament (National Assembly of the Republic of Belarus) consisting of two branches –
the Chamber of Representatives and the Council of the Republic. The Chamber of
Representatives is formed on the basis of universal, free, equal and direct suffrage by secret
voting. The Council of the Republic represents the territories. The President of the Republic of
Belarus is the head of state. The executive power in the republic is exercised by the Government
– the Council of Ministers of the Republic of Belarus headed by the Prime Minister.
The National Assembly consists of the House of Representatives (lower house; 110 members,
directly elected by the people) and the Council of the Republic (upper house; 64 members –
12
13

See http://www.savethechildren.org/.
Strategy for Belarus (EBRD Publication), 12 December 2006, p. 12.
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56 are chosen by regional councils and 8 are directly appointed by the President – Art. 91 of
the Constitution). The term of office for members of both houses is four years.
The judicial power in the Republic of Belarus belongs to the courts. Control over accordance
of legal acts with the Constitution is exercised by the Constitutional Court of the Republic of
Belarus. The court system of Belarus includes three higher courts: the Supreme Court, the
Supreme Economic Court and the Constitutional Court. The President participates in the
procedure of appointing and dismissing judges, but no court can be constituted or changed by
the President only (Art. 99 and 124 of the Law “On judicial system and status of judges in the
Republic of Belarus”). The General Public Prosecutor of the Republic of Belarus supervises
the accurate and uniform law execution by all public authorities, local representative and
executive bodies as well as by legal entities and individuals.
The local administration and self-administration is being carried out by the citizens through
the system of local councils of deputies, executive and administrative bodies, bodies of
territorial civil self-administration, local referendums, meetings and other forms of direct
participation in the public and social affairs. In addition, the president has appointed a
plenipotentiary, or diplomatic agent, in each oblast to report local affairs to the executive.

I.5.

Political Issues

In January 2007, ground demarcations of the boundaries with Latvia and Lithuania were
completed and mapped with final ratification documentation in preparation. Still the
boundary delimitation treaty with Ukraine from 1997 remains unratified over unresolved
financial claims, preventing demarcation and diminishing border security.14

I.6.

Economic Situation

I.6.1.

Performance of the Economy

After the collapse of the former USSR in 1990, the Belarus economy was in recess, followed by a
noticeable growth after 1996. Similar to other former Soviet republics, the economic recess was a
consequence of disruption of traditional economic ties between enterprises and republics of the
Union; loss of traditional markets, collapse of the planned economy and transition to a market
economy, as well as a number of other factors.
Belarusian economy has been developing steadily during the last 11 years with good growth
rates. GDP production during this period grew 2.1 times. At the same time energy saving
policy was actively implemented which resulted in achieving a reduction of GDP energy
intensity by half. Energy consumption only grew by 12.2%.
Some macroeconomic figures are provided in Table 1.
Belarus is considered a lower middle-income country with a gross national income per capita
of $2 760 in 2005. The economy is highly industrialised and largely dependent on imported
energy and raw materials. Trade, services, and the industrial sector are the main sources of
economic development. In 2005, services accounted for 42.8% of GDP, industry and
construction for 35.3%, and agriculture and forestry for 8.4%.15
As a result of the dynamic and steady development of the main branches of the economy, the
rate of growth of GDP, taking into account the change in the method of calculating industrial
14
15

See https://www.cia.gov/cia/publications/factbook/geos/bo.html.
See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html
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physical output indices, stood in 2006 at 109.9% on a year-to-year basis, as compared to a
forecast of 107-108.5%. The share of value added to GDP by industry in 2006 was 27.6%, of
agriculture – 7.5%, construction – 7.9%, transport and communication – 9.2%, trade and
catering – 10.3%.
The energy intensity of GDP in 2006 decreased by 4.3%.
The government has succeeded in lowering inflation over the past several years.
Table 1: Main macroeconomic indicators

* At average official exchange rate
** Officially registered
Source: http://siteresources.worldbank.org/INTBELARUS/Resources/328178-1120132035392/1365350-1120132328436/ch1_en.pdf

The positive outlook for 2007 is also noteworthy. GDP expanded by 8.4% in the first quarter
of 2007 in real terms, mainly driven by fixed capital investment and supported by industrial
and agricultural output. The official growth forecast of 8-9% in 2007 looks achievable on this
basis. The inflation rate in January-June 2007 was 3.6%, or 0.6% on average per month,
which corresponds to the forecast for 2007 (0.5-0.6% per month on average).
Figure 2: GDP structure (in 1995 and 1st half 2006)
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Figure 3: GDP rate of growth (% from the previous year)

Source: Ministry of Statistics and Analysis

GDP growth is mainly based on the production growth of the major economic sectors –
industry, construction, trade.
Thus, the 8.6% growth of GDP during the first six months of 2007 was primarily due to an
incremental value added in such economic sectors as construction (23.3%), trade and public
catering (12.6%), industry (6.1%), and agriculture (4.9%). The consumer price index for the
first six months in 2007 stood at 103.6%, or 100.6% if calculated as a monthly average vs.
100.5-100.6% per month forecast for 2007. The average monthly growth of the consumer
price index equaled 0.6% during the first six month of 2007.
The currency of Belarus is the Belarusian rouble (BYR). The currency was introduced in
1992, replacing the Soviet rouble. The rouble was re-introduced with new values in 2000 and
has since been in use. The banking system of Belarus is composed of 27 banks of which
8 banks are 100% foreign.
In 1998, Belarus launched the Concept and the Programme of development of the industrial
complex for the period 1998-2015. These two documents determine the main parameters,
lines and mechanisms of sustainable growth of the industrial output, the increase of efficiency
on the basis of more active investment and innovation, the accelerated restructuring of
management, technology, staff and the organisational and legal procedures. Currently the
main industry is fuel refining (24.7%), followed by machine building (23.4%), food
processing (15%) and chemical and petrochemical industries (11.3%). This structure is
mainly due to the Soviet system before, which decided Belarus as a major processing and
assembly place and as such, after the collapse of the Union Belarus emerged as one of the
most advanced economies among the post-Soviet republics.16
The overall development of the economy is based on the medium-term Programme of
Socio-Economic Development of the Republic of Belarus for 2006-2010. The Main
Regulations of the Programme contain an assessment of the level of socio-economic
development reached in the last five-year period (2001-2005), position of the Republic of
Belarus in the world, goals, tasks and priorities of socio-economic development of the
16

ABN-AMRO, Local Markets – CEMA Vision, 24 April 2007.
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country for 2006-2010 and measures for their realisation. The document also describes
the ways of enhancement of macro-economic conditions, creation of effective economic
institutions and results of the Programme implementation expected.17 Some of the main
challenges include human development based on increased money incomes, fostering
innovation in the economic development through S&T, energy and resource saving,
boosting export potential by enhancing the competitive power of national products,
development of the agro-industrial complex and social village revival, housing
construction, economic development of settlements and towns. In line with the adjacent
Resolution a special emphasis will be placed on the youth policy, economic measures to
strengthen families and to stimulate fertility, elimination of corruption and red tape. The
document underlines the necessity to strengthen the role of science in development of
economy and education.
The country retains many features of a planned economy, with the government wielding
significant control over the factors of production and the decisions of economic agents, a high
tax burden, and major budget redistribution of funds aimed at supporting traditional
companies and employment.
The advancement of small and medium-sized urban settlements is planned to be secured by
virtue of the following:
а) government support of operating entities;
b) improved competitiveness of such entities through their rehabilitation, the development of
new manufactures based on individual shops and job sites, as well as the use of unutilised
capacity; and
c) creation of an environment for small business development in the production of goods
and services.
The Republic of Belarus President Decree on a Comprehensive Government Programme for
the Advancement of Regions and Small and Medium-sized Urban Settlements for 2007-2010
envisages that the problem entities incorporated and operating in small and medium-sized
urban settlements per Schedule to the Decree shall pay an income tax at a halved statutory
rate and shall be exempted from motor road taxes and a fee to the national fund to support
farmers, food makers and agrarian research. The list attached to the Decree includes
346 problem entities.
In addition, pursuant to the Decree, Para. 4, Oblast and base territorial level Soviets of
Deputies shall have the right to apply property, land and environmental tax concessions in
terms of payments for the use/extraction/production of natural resources to companies
implementing investment projects to upgrade manufactures to be able to make competitive
products or create new jobs in small and medium-sized settlements.
Simplified Taxation Decree No. 119 of the President of the Republic of Belarus, dated
March 9, 2007, envisages that lower tax rates (at 5% for VAT non-payers and at 3% for VAT
payers) shall be applied to entities and individual entrepreneurs (except for commercial
brokers) resident at urban-type communities or district level towns with up to 50 000
inhabitants and unemployment rates higher than the Oblast average, or with a sole urban core
entity or where such settlements or facilities are classified under applicable laws as those
located in areas of radioactive contamination (evacuation areas).
Decree No. 703 of the Republic of Belarus Council of Ministers on Human Settlements with
Reduced Tax Rates Applied under Simplified Taxation Arrangements, dated May 30, 2007 has

17
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approved a list of 138 settlements (out of 187 small and medium-sized urban settlements
covered by the Programme) to which reduced tax rates will be applied.
Decree No. 108 of the Republic of Belarus President on Certain Measures to Ensure
Commercial Uses of Unutilised Government Property, dated February 23, 2007, sets forth a
process for an auction sale of unutilised or inefficient government properties including those
in small and medium-sized urban settlements at a starting price equal to one base value and
for gratuitous uses of such facilities during the time such projects are implemented.
State intervention in the economy and pricing is illustrated in Table 2:18
Table 2: Price regulation in Belarus, 2000-2004
2000

2001

2002

2003

2004

Number of positions (goods and services) for which prices are regulated
(either fixed or ceiling prices are used)

66

66

62

59

61

Share of goods/services with regulated prices in CPI basket, %

27

25

24

21

24

Number of positions (goods and services) for which margins are regulated
(either profitability or trade margin is restricted)

8

7

7

8

8

Number of enterprises which are on the lists of monopolists and which require
government clearance for their price increases

312

300

265

205

197

Number of export commodities for which minimum export prices are used

12

12

12

10

11

Source: Belarus Ministry of Economy

Belarus continues to be affected by the explosion at the Chernobyl nuclear power plant
in 1986, when almost 23% of its territory was contaminated by radioactive fallout. The
accident imposed a heavy burden on the national budgets through the cost of clean-up,
compensation, and recovery. While the physical processes are gradually reducing the level of
radioactive contamination in the environment, people in the affected areas are facing its
consequences and a legacy of depressed economic development.19
Economic growth in Belarus has been broad-based and driven primarily by the favourable
external environment, growing demand in the traditional Commonwealth of Independent
States (CIS) markets, and internal consumption. A high wage growth rate contributed to an
increase in domestic demand, serving as an additional growth support factor following 1999.
Since 1996, real wage and labour efficiency growth rate patterns in Belarus have shown a
steadily higher wage growth rate against labour efficiency (except for 2003). The higher
wage growth rates were particularly typical of the second half of the 1990s, the time when the
population’s incomes displayed the most dramatic reductions. The “catch up” effect is an
important factor that explains the rapid growth of such indicator after the crisis.
The task for the current five-year period is to secure balanced income and wage increases based
on the growth of GDP, labour efficiency and improved quality characteristics of the economy.
On another positive note, foreign debt levels are markedly lower than some neighbouring
countries, as for example for Ukraine. This provides a relative comfort in managing the
foreign debt service since in the coming years the debt service payments would remaining
very modest, though the ratio of short-term debts over the long-term ones is relatively very
high (see Table 3 below).

18

19

See http://siteresources.worldbank.org/INTBELARUS/Resources/328178-1120132035392/13653501120132328436/ch1_en.pdf.
See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN
/0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html.
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Table 3: Foreign debt levels (% GDP)
Total
Long-term
Short-term
Government + central bank
Banks
Other sectors

2004
21.3
4.7
16.6
2.4
2.7
14.7

2005
17.1
5.0
12.1
2.0
2.8
11.1

2006
18.6
5.7
12.9
1.6
3.7
12.2

Source: NBRB, NBU, ABN Amro

Also, fiscal policies have culminated into producing a balanced budget with surpluses for the
last 3 years (see Table 4 below). Better-than-expected revenues and expenditure restraints
ensured a healthy fiscal position. As for 2007 there is an estimation of a budget deficit
for 1.5%, albeit possible expectations that it may be smaller at the year-end due to better
revenue performances than expected.
Table 4: Budgetary and debt data
Consolidated budget
Revenue
Expenditure
Balance
Social protection fund
Revenue
Expenditure
Balance
State debt*
Domestic debt
External debt

2004

2005

2006

46.0
45.1
0.9

47.4
47.0
0.4

48.4
46.2
2.2

10.8
10.5
0.4

11.4
10.4
1.0

11.8
10.7
1.1

5.7
3.2

5.8
2.6

6.5
2.3

* Including state guarantees
Source: Belarus Ministry of Finance

I.6.2.

Trade

The Republic of Belarus maintains trade and economic relations with 166 countries
worldwide. This is to reflect that foreign trade is one of the most important factors to
determine positive developments of the country’s microeconomics. This is precisely why a
full-scale integration into the world economy and multilateral trade – inter alia, through the
accession to the World Trade Organisation – is part of the sustainable development strategy
and a foreign policy priority of Belarus.
Located at Eurasia’s crossroads between East and West and between South and North, the
Republic of Belarus is a highly open economy, with about 85% of its energy and rolled metal
requirements met with imports. At the same time, the country holds one third of the international
mine dump truck market and exports about 80% of its trucks and tractors, 85% of metal-cutting
machine tools, 90% of refrigerators and freezers, about 45% of TV sets, 85% of potash fertilisers,
and 75% of man-made fivers and yarn. On the whole, exports exceed 60% of GDP.
According to the statistics provided by the Ministry of Statistics and Analysis of Belarus, foreign
turnover of Belarus in 2006 totalled $42.1 bln and increased by 28.7% over 2005. The trade
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turnover with the CIS member states increased by 27% as against 2005 to $23.1 bln (54.9% of
the total). The turnover with the countries outside the CIS moved to 45% ($18.9 bln).
In 2006, the trade deficit stood at $2.6 bln (in 2005 the deficit was $728.8 mln). The trade
balance with the CIS member states was in deficit of $5.9 bln (in 2005 the deficit was
$4.1 bln) while the trade balance with the countries outside CIS was in surplus of $3.3 bln
(in January-December 2005 the surplus was $3.4 bln). Exports of Belarus totalled $19.7 bln
and increased by 23.5% as against 2005. Exports to the CIS grew by 22.0% to $8.6 bln.
Exports to the countries beyond the CIS jumped by 24.7% to $11.1 bln. Imports of Belarus
soared by 33.6% to $22.3 bln. Imports from CIS jumped by 30.1% to $14.5 bln. Imports from
the countries outside the CIS increased by 40.6% to $7.8 bln.
Trade grew substantially with Russia (by $4.1 bln), as well as with the Netherlands
(by $1.1 bln), Germany (by $593 mln), the Ukraine (by $657 mln), the United Kingdom
(by $395.5 mln), Poland (by $371.5 mln) and with the USA (by $247.9 mln). Trade with the
Russian Federation in 2006 increased by 25.9% from the same period last year to $19.9 bln.
The Belarus foreign trade deficit with the Russian Federation amounted to $6.2 bln. The
exports rose by 19.8%; the imports upped by 29.3%. Trade with the Ukraine jumped
by 36.5% to $2.46 bln. The foreign trade surplus (with Ukraine) reached $9.3 mln. The
exports increased by 35.9% and the imports went up by 37%. The biggest foreign trade
surplus in trade with the CIS member states was with Kazakhstan ($187.8 mln) and trade
with that country surged by $214.6 mln to $334.3 mln.
Belarus also reported foreign trade surplus in trade with all other CIS member states. Belarus
significantly intensified trade with Georgia (by $12.4 mln to $21.5 mln), with Uzbekistan
(by $14.4 mln to $70.4 mln), with Kyrgyzstan (by $10.7 mln to $21.5 mln), Armenia
(by $8.6 mln to $23.6 mln) and with Azerbaijan (by $7.2 mln to $37.2 mln). Trade with
Turkmenistan dwindled by $29.3 mln because of a decrease in exports.
Trade with countries outside of the CIS accounted for 45% of the overall foreign trade of
Belarus. Trade with the EU member states came to $14 bln (33.0% of the overall foreign
trade of Belarus), with the exports at $9 bln and imports at $5 bln. Trade with the WTO
member states amounted to $16.6 bln (40.2% of the overall foreign trade of Belarus), with the
exports at $10.1 bln and imports at $6.5 bln.
Table 5: Foreign trade (main partners)

China
France
Germany
Italy
Lithuania
Poland
Russia
Ukraine

2004
1.0
1.0
6.6
1.8
1.1
2.9
68.2
3.3

Import
2005
1.3
0.8
5.2
1.8
0.7
2.7
45.8
4.2

UK
USA
Other

0.8
1.2
12.1

0.7
1.0
35.8

2006
2.6
1.3
7.8
2.3
0.8
3.6
59.4
5.7

China
Netherlands
Germany
Latvia
Lithuania
Poland
Russia
Ukraine

0.9
1.3
14.3

UK
USA
Other

Source: US Embassy of the Republic of Belarus

2004
2.2
6.7
3.7
2.4
2.6
5.3
47
3.9

Export
2005
2.2
12.1
3.5
1.6
1.8
4.3
28.7
4.6

2006
2.0
17.6
3.9
2.3
2.2
5.2
34.4
6.2

8.3
1.3
16.6

5.7
1.2
34.3

7.5
2.2
16.5
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Belarus exports transport equipment (mainly tractors), machinery, chemicals and
petrochemical products, and foodstuffs. Imports include fuel, natural gas, industrial raw
materials, textiles, and sugar.
Russia, which supplies most of the country’s fuel imports, is the most important trading
partner (34.7% of exports and 58.6% of imports).20 In 1992 Belarus became member of the
International Bank for Reconstruction and Development (the World Bank), International
Monetary Fund (IMF) and European Bank for Reconstruction and Development (EBRD).21
Figure 4: Foreign trade structure
Other

100%
80%

19.3
7.5

20.5

60%

38.8

33.4

14.4

12.6

20

24.1

Exports

Imports

9.4

40%
20%
0%

Food products
Mineral Products
Chemical industry products,
rubber
Machinery, equipment,
vehicles

Source: Belarus Ministry of Statistics and Analysis

I.6.3.

Privatisation

Government property reform and privatisation are part of the general economic reform
strategy pursued by the nation. Property relationship reform seeks to improve the efficiency
of businesses, maximise the effects of their capacity utilisation, promote investment, and
replenish the national and local budgets. Government business privatisation decision-making
takes account of the social impact of such privatisation including social development of such
privatised entities and sites, environmental protection and public health.
Privatised since 1991 have been over 4 100 government properties, or about 41% of total
enterprises. Around 2000 of these have been converted to joint stock companies and more
than 1400 sold through competitive bidding or auctions. The most important results have
been achieved in trade, public catering and the services sector where over 70% of properties
have been reformed. In other sectors, the ratios of reformed businesses stand at about 40%.
Reformed businesses employ now more than 960 000 people, or approximately 21% of the
nation’s total employed population.
In accordance with the government policy, privatisation is based on the principles ensuring
the required volumes of investment and know-how, development of market relations and
preservation of the state involvement in the governing bodies of new business entities
organised on the basis of the former state-owned enterprises. First and foremost, it plans to
reform enterprises that have been inefficient or unprofitable for a long period as well as
enterprises unable to compete. The process of their transformation will be preceded by a
range of preparatory measures and operations for their financial rehabilitation. However,

20

21

See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html.
Microsoft Encarta 2007.
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privatisation in Belarus is not considered to be a universal means for the solution of existing
economic problems or for attraction of investment.
Establishment of open joint stock companies based on government properties and sales of
government business properties through auctions and competitive bidding remained
privatisation priorities in 2007. Privatising large industrial enterprises with attractive
investment prospects is now considered in order to attract foreign investment. In privatising
such enterprises, their sale will be contingent on an investment inflow while their conversion
to joint stock companies on continued government holding of 100% of equity with its part to
be subsequently sold to the investor. In doing so, joint stock companies may be set up both
based on such enterprises as a whole or their individual departments. Subject to investment
proposals, establishment of joint ventures is not ruled out.
I.6.4.

FDI22

As of 1 January 2007, 3 818 enterprises with foreign capital (2 091 joint ventures and
1 727 foreign enterprises) were registered with declared authorised fund capital of
US$ 1 570 mln, out of which US$ 959.2 mln belong to foreign investors.
The largest investor countries by the number of the established JV and FE were the
following: Russia (1002), USA (481), Germany (360), Poland (329), Great Britain (279),
Lithuania (276), Latvia (194), Cyprus (166) and Czech Republic (76).
According to the total amount of investments in the authorised fund, among the leaders
are the following countries: Russia (US$ 139.8 mln), the USA (US$ 121.3 mln), the
Netherlands (US$ 1119.1 mln), Cyprus (US$ 109.8 mln), Great Britain (US$ 93.8 mln),
Germany (US$ 74.5 mln), Austria (US$ 61.9 mln), Lithuania (US$ 42.1 mln), Latvia
(US$ 28.2 mln), Poland (US$ 21.0 mln).
Table 6: FDI statistics
Millions of dollars

FDI Flows
Inward
Outward

Percentage of gross fixed capital formation

1990-2000
annual average

2002

2003

2004

2005

1990-2000
annual average

2003

2004

2005

141
2

267
- 206

172
2

164
1

305
3

4.2
-

3.8
-

2.6
-

4.6
-

1980

1990

2000

2000

2004

2005

-

1 306
24

2005
2
383
14

1990

-

2004
2
057
8

-

12.5
0.2

9.0
-

8.1
-

Percentage of GDP

FDI Stocks
Inward
Outward

Source: UN Conference on Trade and Development, World Investment Report 2006

Belarus cooperates with world leading multinational corporations. For example, there are joint
and foreign enterprises with German MAN (production of heavy trucks), Dutch Coca-Cola,
American McDonald’s (production of refreshment beverages and catering), Danish Maersk
Medical, Swiss SB Telecom, German Alcatel SEL (mobile systems of GSM standard and
production of commutation equipment), Fresenius (production of medical instruments), Carl
Zeiss (production of optical and mechanics equipment), Russian MTS (Mobile TeleSystems).

22

See http://www.mfa.gov.by/.
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Distribution of the investments by activities spheres in 2006 is as follows: business activities
ensuring the functioning of markets (US$ 2208 mln), industry (US$ 894.0 mln), trade and
catering (US$ 435.5 mln), communication (US$ 234.6 mln) and transport (US$ 106.2 mln).
As per regional distribution, the enterprises with foreign direct investments were established
as follows: in Minsk city – 54.66% (1041 JV and 1046 FE), Minsk region – 13.59% (294 JV
and 225 FE), Brest region – 10.37% (235 JV and 161 FE), Grodno region – 6.86% (165 JV
and 97 FE), Vitebsk region – 5.99% (149 JV and 80 FE), Gomel region – 4.71% (116 JV and
64 FE), Mogilev region – 3.79% (91 JV and 54 FE).
According to the information of the Ministry of Statistics and Analysis of the Republic of
Belarus, in 2006 the enterprises with foreign investments exported goods for the amount of
US$ 4 788.8 mln (US$ 2 135.9 mln by JV and US$ 2 652.9 mln by FE) – an increase by 43%
as compared to 2005.
An insufficient level of foreign direct investment (FDI) has been partly mitigated by
centrally-directed state investments in combination with the efficient rehabilitation,
modernisation, and utilisation of the physically well-preserved Soviet production capacities,
which were temporarily closed down in the early 1990s. Due to the peculiarity of the
Belarusian economic potential inherited from the Soviet Union, characterised by the overconcentration of the high-tech military and other relatively modern processing enterprises, the
economic revival in Belarus has been more employment intensive as compared to many other
FSU countries, where growth and exports remain concentrated in the extractive sector with
limited employment opportunities. Resumption of economic growth contributed to poverty
reduction, with the 2005 poverty headcount ratio falling to 12.7%, less than one third of its
1999 level, while inequality increased only marginally.23
The general trend is a negligible amount of FDI outflow, compared to the FDI inflow as
shown in Table 6. When compared to countries with similar economic development in the
CIS, the trend is even more visible. To alleviate obstacles in attracting FDI into the country, a
new facility has been created by the government: Belarus now hosts the Foreign Investment
Advisory Council, which is headed by the Prime Minister of Belarus. The Advisory Council
helps formulate and implement comprehensive measures aimed at attracting foreign
investment and improving business conditions in the Republic, and helps provide rapid
solutions to problems faced by foreign investors in connection with their operations in
Belarus. The Advisory Council’s standing committee and working groups focus on such
areas as improving the investment legislation, developing the free economic zones,
improving Belarus’s tax and customs systems, and improving the country’s investment
image. Then Advisory Council’s membership includes ministers and heads of major foreign
and international organisations operating in the Republic.24
According to the Belarusian Premier, Belarus is applying great efforts to create favourable
investment climate in the country. For example, the government recently adopted an
investment programme for 2007. In accordance with the document, the investments are
expected to exceed Br22 trillion as against Br19 trillion in 2006.25
I.6.5.

Significance of the energy sector in the economy of the country

The long-term energy policy of the Republic of Belarus includes such important priorities as
stable supply to the national economy and population of the country of gas, energy and oil
23

24
25

See http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/BELARUSEXTN/
0,,contentMDK:20629010~menuPK:328439~pagePK:141137~piPK:141127~theSitePK:328431,00.html.
See http://www.president.gov.by/en/press29505.html.
See http://www.government.by/en/eng_events20070330.html.
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products at prices and tariffs that ensure competitiveness of products of the real sector of the
national economy both within the country and in foreign markets; further increase of efficient
use of energy resources as means for reduction of energy-related costs by the society.26
Thanks to the energy saving measures, undertaken by national authorities and local selfgovernance bodies, energy consumption growth rates have been significantly lower than
those of GDP and industrial output. Over a period of 2000-2005 total energy consumption in
the republic grew by a mere 7.3% and came up to 38.9 mln tons of coal equivalent in 2006.
The Republic of Belarus does not possess significant fuel and energy resources. Their import
to the Republic exceeds 80% of the domestic demand with Russia being the dominant
supplier, while annual costs related to energy supply to users make about 15% of GDP.27
Energy is quite rightly referred to as the foundation for the economy of any state. Unless the
energy sector functions and develops in a stable and balanced manner and energy resources
are used rationally, it is impossible to address any of the vital tasks facing the country. To
supply energy to the consumers in the Republic in the amounts required for the
accomplishment of milestones set forth in the socio-economic development forecast of the
country, and to ensure livelihoods of the population, the Ministry of Energy undertakes all
necessary actions to secure supplies of the required amounts of natural gas and imported
electricity from abroad. Detailed information is contained in Section D of this Report.
Table 7: Volume and cost of energy imports
2000

2001

2002

2003

2004

2005

2006

Natural Gas
Volume, bcm

17.1

17.3

17.6

18.1

19.64

20.12

20.8

Price, US$/1000 m3

30.7

31.1

30.6

36.9

47.68

47.2

46.48

Natural Gas subtotal, US$ mln

525

538

538.6

667.9

963.6

949.5

966.7

Crude Oil
Volume, mt

12.01

11.91

14.02

14.89

17.81

19.32

20.9

Price, US$/ton

136.2

115.8

107.3

133.2

181.4

218.6*

225

Crude Oil subtotalt, US$ mln

1636

1379

1504

1983

3231

4222

4702

1.08

0.38

0.49

1.0

1.14

0.57

1.2

Price, US$/ton

195.4

242.5

198.3

161.7

155.4

267.7

Petroleum Products subtotal, US$ mln

210.1

91.18

97.17

161.7

177.2

152.6

Petroleum Products
Volume, mt

Electricity
Volume, TWh
Price, US cents/kWh
Electricity subtotal, US$ mln
TOTAL, US$ mln

7.2

8.3

6.8

7.4

4.05

4.94

5.5

1.79

1.78

2.1

1.94

1.94

2.02

2.1

128.9

147.7

142.8

143.6

78.57

99.93

115.5

2.500

2.156

2.283

2.956

4.424

5.424

GDP, US$ mln

11.417

12.094

14.489

17.622

22.880

29.575

Fuel and Energy Imports to GDP, %

19.6%

17.5%

15.6%

16.9%%

19.3%

19.3%

* Equivalent to about US$30 per barrel
Note: bcm = bln cubic meters; mt = million tons; kWh = kilowatt hours; TWh = terawatt hours
Source: “Belarus: Addressing Challenges Facing the Energy Sector”, Infrastructure Department,
Europe and Central Asia, World Bank

26
27

See http://www.belarusembassy.org/.
See http://www.belarusembassy.org/.

36.972
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Belarus lacks significant energy resources of its own and this is why the bulk of energy (at a
sustained level of approximately 85%) is being imported from other countries, mostly from
Russia. The issues of import of energy resources and electricity are important in addressing the
challenge of ensuring energy supply for the country. The government of Belarus is facing a task
of increasing the share of domestic energy resources in the production of energy to 25% by 2012,
to be accomplished by increasing the use of local energy resources and renewable sources of
energy as well as improving energy efficiency in the use of traditional energy resources on the
basis of modernisation and updating of the current energy-related equipment.
The balance of primary energy resources is provided in Table 8.
Table 8: Primary energy balance of Belarus, 2000-2006
2000

2001

2002

2003

2004

2005

2006

Production
crude oil (mt)

1.85

1.85

1.84

1.82

1.80

1.79

1.78

natural gas (bcm)

0.26

0.26

0.25

0.25

0.25

0.23

0.22

peat (mt **)

2.0

2.0

2.2

1.8

2.0

2.3

2.1

wood (mln m3)

3.8

4.2

4.2

4.2

4.2

4.7

5.2

hydropower (TWh)

0.03

0.03

0.03

0.03

0.03

0.03

0.03

Total Production (mtoe)

3.11

3.19

3.20

3.11

3.13

3.25

3.28

Import
crude oil (mt)

12.01

11.91

14.02

14.89

17.81

19.32

20.9

natural gas (bcm)

17.1

17.3

17.6

18.1

19.64

20.12

20.8

petroleum products (mt)

1.08

0.38

0.49

1.0

1.14

0.57

1.2

7.2

8.3

6.8

7.6

4.05

4.94

5.5

coal (mt)

0.43

0.43

0.33

0.30

0.30

0.14

0.10

Total import (mtoe)

29.17

28.76

30.80

32.75

36.23

37.70

40.36

electricity (TWh)

Export
crude oil (mt)

0.35

0.40

0.60

0.80

1.05

1.35

1.14

petroleum products (mt)

7.78

7.66

9.88

10.54

12.96

13.49

14.81

electricity (TWh)

0.00

0.05

0.23

0.75

0.80

0.90

1.12

Total export (mtoe)
Primary energy consumption (mtoe)

8.17

8.09

10.58

11.57

14.27

15.12

16.23

24.11

23.86

23.42

24.29

25.09

25.83

27.28

Note:

A ton of oil equivalent is defined as 10 gigacalories. The applied conversion factors are: coal, 0.39;
crude oil and petroleum products, 1.0; natural gas, 0.81; peat and wood, 0.18; electricity, 0.25
bcm = blns of cubic meters; mt = millions of tons; TWh = terawatt hours
Source: “Belarus: Addressing Challenges Facing the Energy Sector”, Infrastructure Department,
Europe and Central Asia, World Bank

Addressing this task will make it possible to reduce imports of energy resources. An ever
greater role in the foreign trade of the RB besides import belongs to the export of energy
commodities and services. This can be explained by the favourable geographical location of
Belarus between one of the main global energy exporters, Russia, and the main global
importer – countries of Central, Western and Eastern Europe. Effective positioning of the
country as a reliable energy corridor between East and West is the basis for the export-import
energy strategy of the country.
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Target Measures in the Sphere of Energy (Policies/Laws/Rules)

Institutional structure of the electricity sector and core responsibilities of relevant authorities
The electricity sector of Belarus is a constantly evolving complex that consists of oblast
(province) power systems, united in the power system of the republic with a single operations
and dispatch directorate (the republican unitary enterprise RUE “ODD”) in accordance with
the following scheme: single dispatch directorate – central dispatch services of oblast power
systems – dispatch services of branches of electricity networks – dispatch services of rayons
(districts) of electricity networks.
At present the electricity sector is dominated by the state electricity production enterprise
Belenergo (SPE Belenergo), which consists of the dispatch enterprise (RUE ODD) and
6 republican unitary electricity enterprises of the province power systems (RUE –
Oblenergo), as well as organisations of all forms of proprietorship involved in repairs, tuning
and reconstruction of electricity facilities, experimental and design works, technological
works as well as construction of new electricity facilities.
RUE-Oblenergo are formed on a territorial basis (the principle of formation of province
power systems corresponds to the administrative and territorial structure of the Republic
of Belarus). They are vertically integrated companies with performing generation,
transmission, distribution and sale of electricity. Their structure includes power stations,
electrical and heating networks as well as other technological units without a separate
balance, as structural subdivisions.
SPE Belenergo is responsible for reliable and uninterrupted supply of electricity and heat to
the consumers and efficient use of fuel and energy resources as well as for the improvements
of the efficiency of operations of the electricity sector through the broad-based introduction
of energy-saving and other new technologies.
Requirements for concessions/licenses including definitions
Licensing of activities in the sphere of electricity and gas supplies is not applicable.
Laws/rules on transit: freedom of transit, elimination of discrimination in the sphere of
pricing and origin
In the sphere of electricity Republic of Belarus signed and ratified Agreement on transit
of electricity and capacity of CIS member-countries (law of the Republic of Belarus of
June 22 2001 No. 41-3 “On the ratification of the agreement on transit of electricity and
capacity of CIS member-countries”).
In accordance with this Agreement Republic of Belarus undertook commitments to ensure,
within the limits of technical potentialities, obstacle-free transit of electricity and capacity
through its territory regardless of the place of origin, destination and ownership of electricity
and capacity following agreed, economically justified and transparent tariffs in accordance
with the signed Agreements.
Relations between the Republic of Belarus and Russian Federation in the sphere of gas are
regulated by six international treaties (agreements).

Legislative framework for energy investment
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The system of legal regulation for the investment activities in Belarus consists of: the
Constitution of the RB, international treaties on investment issues, the Investment Code, the
Civil Code, Presidential Decrees, laws of the RB, Rulings of the Council of Ministers, Rulings of
the National Bank, regulations of Ministries, Concerns and State Committees.

II.1.1.

Constitutional Provisions, Status in Relation to International Treaties

The Constitution of Belarus was adopted in 1994 (and amended by the referendum on November
24, 1996 and enacted by the Decision of a Republican Referendum on October 17, 2004).
Article 8. The Republic of Belarus shall recognise the supremacy of the universally acknowledged
principles of international law and ensure that its laws comply with such principles.
The Republic of Belarus in conformity with principles of international law may on a voluntary
basis enter interstate formations and withdraw from them.
The conclusion of international treaties that are contrary to the Constitution shall not be permitted.
Article 11. Foreign nationals and stateless persons on the territory of Belarus shall enjoy rights and
liberties and execute duties on equal terms with the citizens of the Republic of Belarus, unless
otherwise specified in the Constitution, the laws and international treaties.
Article 13. Property may be the ownership of the state or private.
The State shall grant equal rights to all to conduct economic and other activities, other than those
prohibited by law, and guarantee equal protection and equal conditions for the development of all
forms of ownership.
The State shall promote the development of co-operation.
The State shall guarantee to every one equal opportunities for free utilisation of abilities and assets
for business and other types of economic activities which are not banned by the law.
The State shall regulate economic activities on behalf of the individual and society, and shall
ensure the direction and co-ordination of state and private economic activity for social purposes.
Article 44. The State shall guarantee everyone the right of property and shall contribute to its acquisition.
A proprietor shall have the right to possess, enjoy and dispose of assets either individually or jointly
with others. The inviolability of property and the right to inherit property shall be protected by law.
Property acquired in accordance with the law shall be safeguarded by the State.
The State shall encourage and protect the savings of citizens and guarantee conditions for the
return of deposits.
The compulsory alienation of assets shall be permitted only by reason of public need, under the
conditions and the procedure specified by law, with timely and full compensation for the value of
the alienated assets, and in accordance with a ruling of a court of law.
The exercise of the right of property shall not be contrary to social benefit and security, or be
harmful to the environment or historical and cultural treasures, or infringe upon the rights and
legally protected interests of others.
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Foreign Investment Legislation – Investment Code of the Republic of Belarus
(Main Features)28

Article 1. Investments
Investments are any property, including money, securities, equipment and the results of intellectual
activity belonging to investor on the right of ownership or any other property rights, which investor
puts into investment activity objects in order to get income and\or to obtain other significant result.
Article 3. Investor
Investor is any person (legal persons and individuals and foreign organisations not being legal
persons, state in the name of authorised bodies and its territorial regions in the name of authorised
bodies), investing in forms defined by the article 5 of the present Code.
Investor has rights, performs obligations and risks connected with investment.
Investors are considered as national or foreign investors to obtain peculiarities of regulation its activity.
In the Republic of Belarus foreign investors are:
- foreign states and its territorial regions in the name of authorised bodies;
- international organisations;
- foreign legal persons;
- foreign organisations not being legal persons created in accordance with the legislation of foreign states;
- foreign citizens;
- individuals (citizens of the Republic of Belarus and persons without citizenship), living constantly
out of the bounds of the Republic of Belarus.
Peculiarities of activity regulations of foreign investors are determined by the present Code, other acts of
legislation of the Republic of Belarus, including international agreements of the Republic of Belarus.
Article 4. Investment Activity Objects
Investment activity objects are:
- immovable property, including enterprises as property complex;
- securities;
- intellectual property.
Legislation acts of the Republic of Belarus determine objects owned only by the Republic of Belarus
that is not excluded investment activity concerning these objects.
Legislation acts of the Republic of Belarus establish list of objects, in the relation of which it is
prohibited to invest for all investors except of the Republic of Belarus.
Article 5. Investment Activity Forms. Sources of Investments.
The forms of the investment activity in the Republic of Belarus are:
- the creation of legal person;
- taking ownership of property or property rights, namely:
- share in statutory fund of legal person including cases of increase of the statutory fund of the legal person;
- immovable property;
- securities;

28

See http://www.law.by/work/EnglPortal.nsf/6e1a652fbefce34ac2256d910056d559/
0680a87f32166d3fc2256de8005ee306?OpenDocument.
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- intellectual property objects rights;
- concessions;
- equipment;
- other basic assets.
The sources of investments, if otherwise is not provided by the legislative acts of the Republic of
Belarus, may be the following:
- own assets of the investor including the amortisation funds, profit left after paying taxes and other
obligatory payments including the assets received from the sale of shares in the authorised capital of
the legal person;
- loaned and attracted assets including the credits of banks and non-bank credit and financial organisations,
loans of founders (participants) and other legal persons and individuals as well as bond loans.
Article 9. The Investors’ Rights Guarantee
The state guarantees to an investor the right of ownership and other rights to thing, as well as property
rights acquired in a legal way, and also protects these rights.
The state guarantees the equality of rights that are given to investors, regardless of their ownership
form, when carrying out investment activity, as well as equal, without any discrimination, protection
of rights and legal interests of the investor.
The state guarantees the stability of the investor’s rights that are established by the present Code,
concerning the realisation of the investment activity and its termination.
The investor has the right to determine and to realise independently, in accordance with legislative
acts of the Republic of Belarus, all actions concerning possession, use and disposal of the objects and
results of the investment activity.
Article 10. Guarantees of the Use of the Investment Activity Results
Investor is entitled to dispose independently of the income that he has got at the result of the
investment activity realisation, including the reinvestment on the territory of the Republic of Belarus
in accordance with the legislative acts of the Republic of Belarus.
Reinvestment is considered as investor’s investment income into investment activity objects situated
on the territory of the Republic of Belarus that he has already got as a result of such activity.
After tax and other compulsory payments established by legislation acts of the Republic of Belarus, it is
guaranteed to the investor a free transfer of income, he has got on the territory of the Republic of Belarus
as a result of realisation of the investment activity and profits from the investment property, sales proceeds
when investment activity is suspended, beyond the boundaries of the Republic of Belarus.
Article 11. Investment Protection
The state guarantees investment protection in accordance with legislative acts of the Republic of Belarus.
Investments shall not be nationalised and be brought into requisition free of charge and also equal
measures shall not be taken. Nationalisation and requisition is possible only when compensation of
value of nationalised and requisitioned investment property and other losses, caused by nationalisation
and requisition, is prompt and completed. The order and conditions of nationalisation and requisation
as well as compensatory payments of value of nationalised or requisitioned investment property and
other losses, caused by nationalisation and requisation, are established by the present Code and laws
of the Republic of Belarus.
Article 12. Compensation of Value of Nationalised or Requisitioned Investment Property
Compensation of the cost of the nationalised or requisitioned investment property should be equal to
the market cost of this property defined in the order established by the President of the Republic of
Belarus or under his instruction by the Government of the Republic of Belarus. Moreover,
compensation must include the percent, that is calculated according to the due exchange official rate
of the Belarusian ruble to the relevant foreign currency, for the period up the date of actual

Legislative framework for energy investment

36

nationalisation or requisition or its public announcement to the date of actual payment of
compensation. The mentioned percent shall not be less than the relevant percent (interest) established
at London Inter-bank market (LIBOR).
Article 13. Guarantees from Illegal Activity (Inactivity) of Public Bodies and Its Officials
Activity (inactivity) of public bodies or its officials, administrative and territorial bodies or its
officials, as well as acts of public bodies of the Republic of Belarus or administrative and territorial
bodies of the Republic of Belarus, violating investors’ rights and (or) causing losses and other kind of
damage, may be appealed by the investor in the court.
Damage, including losses, caused in the result of any activity (inactivity) of public bodies or its
officials, administrative and territorial bodies or its officials, indicated in the first part of the present
article, or in the result of adoption of acts by the public bodies of the Republic of Belarus or
administrative and territorial bodies of the Republic of Belarus, are liable to compensate from funds
of corresponding treasure according to the award of damages.
Article 96. Protection and Exercising Intellectual Property Rights
Protection and exercising the intellectual property rights of foreign investors and commercial
organisations with foreign investments are secured by the acts of legislation of the Republic of
Belarus and international treaties of the Republic of Belarus.
Foreign Investors’ Activities in the Territory of Belarus
According to the Investment Code:
Article 77. Activity of the Foreign Investors on the Territory of the Republic of Belarus
Foreign investors have the right to carry out on the territory of the Republic of Belarus the investment
activity in any forms determined by the article 5 of the present Code.
Foreign investors have the right to create on the territory of the Republic of Belarus the legal persons of the
Republic of Belarus with any amount of the foreign investments and in any organisational legal forms and
also to create their affiliations and representations in accordance with the acts of legislation of the Republic
of Belarus including in accordance with the international treaties of the Republic of Belarus.
Legal persons in the statutory fund of which the foreign investments comprise the amount equaling
less than 20 000 USD and that pursue the obtaining of profit (income) as the main goal of their
activity and (or) distribute the received profit among the participants are recognised on the territory of
the Republic of Belarus as commercial organisation with foreign investments. Such organisations
acquire the status of the commercial organisations with foreign investment from the date of their state
registration of the commercial organisation. The procedure of their creation is determined by the
present Code and other acts of legislation of the Republic of Belarus.
The minimal amounts of the statutory funds of other organisation and the order of their creation is
determined by the legislative acts of the Republic of Belarus and the privileges established by the
present Code and legislative acts of the Republic of Belarus for the commercial organisations with
foreign investments are not distributed on such organisations.
Article 79. Legal Regime of Foreign Investments
The legal regime of foreign investments on the territory of the Republic of Belarus, the conditions of
activity of the foreign investors and of the legal persons created with their participation cannot be less
favorable than the relevant regime for the property and property rights and also the conditions for
investment activity of legal and natural persons of the Republic of Belarus except for the cases
determined by the present Code.
Article 80. Commercial Organisation with Foreign Investments
The commercial organisation with foreign investments is the legal person in the established fund of
which the foreign investments are fully or partly used.
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For the purposes of determining the peculiarities of registration all commercial organisation with
foreign investments are considered as commercial joint or commercial foreign organisations.
Commercial joint organisation on the territory of the Republic of Belarus is the legal person of the
Republic of Belarus the established fund of which comprises of the share of foreign investor and the
share of natural and (or) legal persons of the Republic of Belarus.
Commercial foreign organisation is the legal person of the republic of Belarus in the established fund
of which the foreign investments are 100%.
Commercial organisation with foreign investments can carry out any kinds of activity, if they are not
prohibited by legislation of the Republic of Belarus and comply with the purposes provided in the
statute of this organisation.
Certain kinds of activity the list of which is established by the legislative acts of the Republic of
Belarus can be carried out by the commercial organisation with foreign investments only on the basis
of special permits (licenses).
Article 82. Branch and Dependent Societies, Subsidiary Unitary Enterprises, Affiliations and
Representations of Commercial Organisation with Foreign Investments and Their Status
Commercial organisation with foreign investments has the right to have branch and dependent
societies, subsidiary unitary enterprises and also to create affiliations and representations on the
territory of the Republic of Belarus and beyond with observance of the conditions provided by the
acts of legislation of the Republic of Belarus and by the relevant legislation of foreign states.
Affiliations and representations of the commercial organisations with foreign investments act on the
basis of regulations about them approved by the commercial organisations with foreign investments.
On the territory of the Republic of Belarus the affiliations and representations of the commercial
organisation with foreign investments are not legal persons.
29

The Civil Code (adopted on 7 December 1998, as amended by the Law of 18 May 2007,
No. 233-3) stipulates:
Article 511. Representative Offices of Foreign Organisation
1. The representative office of the foreign organisation is the solitary subdivision of this organisation,
located on the territory of the Republic of Belarus, carrying out the defence and representation of
interests of the foreign organisation and other functions not contradicting the legislation.
Forming of the representative offices of the foreign organisation, the activity of which is aimed on
overthrowing or forcible change of the constitutional system, breach of integrity and safety of the
state, propaganda of war or violence, promotion of national, religious and racial hostility, and of the
foreign organisations, the activity of which can cause damage for the rights and legal interests of the
citizens, is prohibited.
2. The representative office of the foreign organisation is considered formed on the territory of the
Republic of Belarus since the date of obtaining the permission for its formation in accordance with the
procedure established by the legislation.
In the legislation, the restrictions on entrepreneurial and other activities of the representative offices of
the foreign organisations can be stipulated.
3. The representative office of the foreign organisation shall have the name, containing the indication
of the foreign organisation, which has formed this representative office.

29

See http://www.law.by/work/EnglPortal.nsf/0791c722ea4cdeb5c225716600472038/
a6f0bfbf7d5ce1abc2257226004222a5?OpenDocument.
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Article 1110. Legal Capacity of Foreign Organisations, Not Being Legal Entities In Accordance
With Foreign Law
The civil legal capacity of the foreign organisations, not being legal persons in accordance with the
foreign law, shall be determined in accordance with the law of the country, where the organisation
is established.
Article 1112. Legal Capacity of Foreign Legal Person
1. The civil legal capacity of the foreign legal person shall be determined in accordance with the law
of the country, where this legal person is established.
2. The foreign legal person may not refer to restriction of powers of its body or representative
concerning effectuation of transaction, if this restriction is not known for the law of the country, in
which the body or the representative of the foreign legal person has effectuated the transaction.
Article 1113. National Regime of Activity of Foreign Legal Entities in the Republic of Belarus
The foreign legal persons shall effectuate their entrepreneurial and other activity in the Republic of
Belarus, regulated by the civil legislation, in accordance with the rules, established by this legislation
for such activity of the legal persons of the Republic of Belarus, unless otherwise provided for by the
legislation of the Republic of Belarus for the foreign legal persons.
Article 1126. Law Applicable to Contract on Creation of Legal Person with Foreign Participation
To the contract on creation of the legal person with foreign participation the law of the country shall
be applied, where this legal person is established.
Establishment of a Commercial Organisation with foreign Investments
According to the Investment Code:
Article 81. Creation of the Commercial Organisations with Foreign Investments
Commercial organisation with foreign investments can be created by its incorporation or as the result
of acquiring by the foreign investor the share of participation (stock) in the legal person without
foreign investments incorporated earlier or acquiring the property set in the whole, the owner of
which the foreign investor is, or in part.
Decision on creation of the commercial organisation with foreign investments is taken by its founders
(participants) independently including the cases of acquiring the share of participation (stock) by the
foreign investor in the legal person without foreign investments incorporated earlier and also as the
result of it the sum of the foreign investments in the statutory fund is not less than 20 000 USD in
equivalent. In case, when the Belarusian founders (participants) of the commercial joint organisation
are the legal or natural persons not having the right of ownership to invested property, the decision on
participation of the such persons in creation of the commercial organisation with foreign investments
is taken in order established by the owner of the invested property or by the body authorised by him,
in accordance with the acts of legislation of the Republic of Belarus.
Article 86. The Order of Carrying out the State Registration, Refusal and Appealing the Refusal
of Registration
Documents for the state registration of the commercial organisation with the foreign investments are
transferred to the registration body that is obliged to issue the document of the established form
confirming their reception. It is prohibited to demand the presentation of documents not provided by
the present Code.
The state registration of the commercial organisation with foreign investments is carried out within
not more than 15 days from the day of submitting the application with enclosure of documents
mentioned in articles 84 and 85 of the present Code by the founders (participants).
On registration of the commercial organisation with foreign investments the registration body informs
the following in written form: within 5 days form the day of taking the decision on registration – to
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the founders (participants) of this commercial organisation, within 10 days from the day of taking the
decision on state registration – into the Ministry of Justice of the Republic of Belarus, 15 days – into
the taxation bodies and bodies of state statistics at the place of state registration.
Registration body issues the certificate on registration to the commercial organisation with foreign
investments and publishes the information on registration in press.
The state registration of the commercial organisation with foreign investments can be rejected on the
grounds of violation of the order of creation of the commercial organisation with foreign investments
established by the legislative acts of the Republic of Belarus and non-compliance of the statutory
documents to the requirements of legislation of the Republic of Belarus. Refusal in state registration
of the commercial organisation with foreign investments on the grounds of not expediency of its
creation is not allowed.
Motivated refusal in registration of the commercial organisation with foreign investments shall be
send to its founders (participants) by the registration body within 5 days from the day of taking the
decision on refusal. The founders (participants) of the commercial organisation with foreign
investments can appeal the refusal in conducting the state registration or refusal in it to the court on
the grounds that they consider not motivated.
Article 89. Registration of Changes and Amendments Introduced to the Statutory Documents of the
Commercial Organisations with Foreign Investments
At change of the information reflected in the statutory documents of the commercial organisation with
foreign investments in cases established by legislation of the Republic of Belarus, its founders
(participants) are obliged within 30 days to introduce the relevant changes to the statutory documents
of this organisation.
Documents necessary for registration of changes and amendments in part of information introduced to
the Unified state register of legal persons and individual entrepreneurs shall be presented by the
commercial organisation with foreign investments to the registration body within 30 days form the
day of introduction of changes and amendments to the statutory documents, if otherwise is not
provided by legislation of the Republic of Belarus.
Registration body within not more than 15 days from the day of presentation of necessary documents
registers the changes and amendments in statutory documents of commercial organisation with
foreign investments in the part of information introduced to the Unified state register of legal persons
and individual entrepreneurs and within 10 days informs the State Tax committee of the Republic of
Belarus for introduction of the relevant changes and amendments to the Unified state register of the
legal persons and individual entrepreneurs of the Republic of Belarus and also to the Ministry of
Statistics and Analysis of the Republic of Belarus.
Article 98. Control over the Activity of the Commercial Organisations with the Foreign Investments
The bodies of state control can carry out the inspections of fulfillment by the commercial organisation
with foreign investments the requirements of the acts of legislation strictly within the limits of their
competence in accordance with the legislative acts of the Republic of Belarus. The commercial
organisation with the foreign investments is obliged to give to those bodies the documents necessary
for the control and other materials about its activity. The commercial organisations with foreign
investments have the right not to fulfill the requirements of those bodies on the questions not being at
their competence. The copy of the documents on the results of the inspection is directed to the
commercial organisation with foreign investments.
At carrying out the inspections the bodies of state control are obliged to secure the safety of the
commercial secret of the commercial organisation with foreign investments. Disclosure of the
information being the commercial secret of the commercial organisation with the foreign investments
entails in accordance with legislative acts of the Republic of Belarus.

Procedure to register an enterprise with 100% foreign capital is not different from that for a
joint venture except the procedure to form the Statute Fund. Prior to state registration of an

Legislative framework for energy investment

40

enterprise with 100% foreign capital, a sum equal to 25% of the value of the Statute Fund as
declared in the statutory documents shall be deposited to its account. By the end of the first
year the Statute Funs must be formed by at least 50%, and by 100% – by the end of the
second year.
A joint-stock society (corporation) is the most wide-spread organisational form of
establishing a capital-demanding economic activity assuming the possibility of international
integration. It may be open or closed. At least two parties are needed to establish a joint-stock
company. Shares may be nominal or preferential (the portion thereof must not exceed 10% of
the Statute Fund). A notary certified Statute is necessary to register shares of a joint-stock
company (corporation). The founders must make their complete contributions into the Statute
Fund within two months since the moment of state registration. Establishment of an open
type of a joint-stock company assumes conclusion of an agreement on joint activities,
subscription to the shares, holding a statutory conference, state registration of shares.
A limited liability society is a corporate legal entity whose capital is limited to share
participation. It may be established by at least two share-holders. A limited liability company
stands close in its specifications to a closed joint-stock company.
A branch enterprise is established by transfer to it of a founder’s property portion. The
founder does not respond for liabilities of his branch enterprise. Affiliates are not legal
entities. Their property is run by a separate balance sheet making a part of the legal entity’s
balance sheet.
Establishment of a Commercial Organisation with foreign Investments by
Transforming a Commercial Organisation without Foreign Investments:30 According to
Article 81 of the Investment Code of the Republic of Belarus, a commercial organisation with
foreign investments also can be founded by purchasing by the foreign investor of a share of
participation or shares in an operating legal entity without foreign investments. The amount
of foreign investments in the Authorised Capital of such a legal entity must be equivalent to
at least $20 000. Depending on the organisational and legal form of the operating legal entity,
various mechanisms of acquiring by the legal entity of the status of an enterprise with foreign
investments are also applicable.
Order and Terms of Formation of the Authorised Capital of the Commercial
Organisations with Foreign Investments:31 The Authorised Capital stated in the constituent
documents of the commercial organisation with foreign investments (except for the
commercial organisation with foreign investments in the form of a Public Corporation)
should be formed not less than by 50% within the first year from the date of State registration
of this organisation due to deposits to it by each of the founders of not less than 50% of the
share and in full – before expiration of two years from the date of registration.
The Authorised Capital of the commercial organisation with foreign investments in the form
of a Public Corporation stated in the constituent documents should be formed in full before
State registration of such organisation.
The Authorised Capital of the commercial organisation with foreign investments should be
declared in US dollars, and in case of foundation of the commercial organisation with foreign
investments in the form of joint-stock company or with use of the property of the Republic of
Belarus – as well as in the official monetary unit of the Republic of Belarus.

30
31

See http://invest.belarus.by/en/business/registration/detail.php?contentID=2841.
See http://invest.belarus.by/en/business/registration/detail.php?contentID=2839.
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The Founders (participants) of the commercial organisation with foreign investments have
the right to bring deposits to the Authorised Capital of this organisation in monetary and (or)
non-monetary form.
State Registration of the Commercial Organisations with Foreign Investments:32 Since
April 1, 2003 the authorities on State registration and liquidation of commercial organisations
with foreign investments, according to Decision № 53 of the Council of Ministers of the
Republic of Belarus dated January 17, 2003 “On the Order of Transfer by the Ministry for
Foreign Affairs of the authorities on carrying out State registration of the organisations with
foreign investments” except for the insurance organisations with foreign investments and the
commercial organisations with foreign investments in the free economic zones have been
transferred from the Ministry for Foreign Affairs to the Regional Executive Committees and
the Minsk City Executive Committee.33 The Regional Executive Committees are as follows:
In Minsk – the Minsk City Executive Committee;
In the Minsk region – the Minsk Regional Executive Committee;
In the Vitebsk region – the Vitebsk Regional Executive Committee;
In the Mogilyov region – the Mogilyov Regional Executive Committee;
In the Grodno region – the Grodno Regional Executive Committee;
In the Brest region – the Brest Regional Executive Committee.
The documents for State registration should correspond on their contents and form to the
requirements of the legislation. Reception of the documents is being carried out at the
presence of the founders of the organisation, and in the cases stipulated by the legislation of
the Republic of Belarus, – their plenipotentiaries.
State support of the investment activities
In the process of realisation of an investment activity as well as in the process of realisation
of the investment projects, investors have the right to get the state support.
State support of investment activity is made as arrangement of:
- Guarantees by the Government of the Republic of Belarus;
- Other forms specified by the President of the Republic of Belarus.
For the purposes of creation and development on the territory of the Republic of Belarus of
industries based on new and high technologies the organisations introducing such
technologies may get the state support.
State support can only be rendered to the investment projects of those organisations that are
included into the list of productions and organisation based on new and high technologies
approved by the Government of the Republic of Belarus.
As is provided by the above Code (Art. 46 and 47), an investment agreement may be signed
between any national or foreign investor on the one part, and the Government of RB on the
other part, with a view to rendering governmental support to implementation of any
investment projects, which are of importance to the economy of the Republic of Belarus.

32
33

See http://www.pravo.by/webnpa/text_txt.asp?RN=C20300053.
See http://invest.belarus.by/en/business/registration/detail.php?contentID=2838.
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It is mandatory requirement that such investment agreement shall include the following
information:34
•
•
•

•

•
•

the period of validity of the investment agreement;
the object and scope of investment activity;
rights and obligations of the investor, in particular, concerning compliance with the
legislation in the field of environment protection and efficient use of natural resources, as
well as labour legislation and safety measures;
additional legal guarantees granted by the Republic of Belarus within the project, agreed
for the term of such agreement and related to taxation and customs mode, ecologic
standards and any other requirements that are sufficient for the investor and are in force as
of the time of signing such investment agreement;
as well as any obligations related to issue of any licensing documents required by the
investor for implementation of such investment project;
responsibility of the parties for non-compliance with the terms of such investment
agreement; procedure of settlement any disputes arising from such investment agreement,
and the body into which such dispute shall be brought (in particular, an international
arbitration for any foreign investor).

Any investment agreement signed with any foreign investor may provide for waiver by the
Government from jurisdictional immunity or immunity from interim remedy of any claim and
execution of any court and/or arbitral award.
The investor’s proposals concerning the context of such investment agreement shall be
considered by the Government of the Republic of Belarus or by any authorised republican
governmental body (state-owned institution subordinated to the Government of the
Republic of Belarus) in accordance with the procedure established by the Government of
the Republic of Belarus.
The terms of such investment agreements remain in force within the term of validity of such
agreements. The terms of such investment agreements may be only changed upon mutual
consent of the parties, save as otherwise is provided for in such investment agreement.
Free Economic Zones35
Belarus has established some six free economic zones where more liberal tax and customs
rules apply. A free economic zone – is a lot of land on the territory of Belarus with precisely
appointed borders and a specific law order, establishing more favourable conditions for
economic activity for FEZ residents.
FEZ residents’ registration is performed by FEZ administration on competition basis taking
into the account the amount of investments, the necessity to create industrial and social
infrastructure on the condition that FEZ residents are accommodated on the FEZ territory.
FEZ resident is a legal entity or an entrepreneur registered by FEZ administration who are
liable to a special FEZ law order that includes specific taxation order; currency, customs and
other sort of regulations.
According to the specific legal order a preferential taxation order exists in Free Economic
Zones of Belarus. It includes legislatively established common privileges for all the
organisations of Belarus as well as additional privileges and preferences for FEZ residents.
Profit tax and value added tax rates are at the national level for residents of the free economic
34
35

See http://invest.belarus.by/en/business/resume/invest/.
See http://www.econsa.ru/profilebl.shtml#33, http://www.president.gov.by/en/press28534.html.
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zones. Profit earned by free economic zone residents through the sale of products of own
manufacture is exempted from taxation for a period of five years following its declaration.
Customs duty and economic policy measures do not apply to goods imported into the free
economic zones from abroad. Residents of free economic zones exporting products of own
manufacture outside Belarus are exempt from customs duty and are not subject to licensing or
quota requirements.
Preferential treatment for investment activities also exists in the recently established Park of
High Technologies. Residents of the Park of High Technologies are exempt from profit tax;
value added tax; tax on immovable property; offshore duty; import duties; taxes, duties and
other obligatory payments to the state budget.
Currency Regulation:36 Foreign currency sale and purchase is regulated by the Banking
Code, the Law of the Republic of Belarus “On Foreign Exchange Regulation and Foreign
Exchange Control”, the Rules of Foreign Exchange Operations adopted by Ordinance of the
Board of the National Bank of Belarus dated 30 April 2004 No. 72, Decree of the President
of the Republic of Belarus “On Mandatory Sale of Foreign Currency”, by the Ordinance of
the Board of the National Bank dated 11 June 2004 No. 90, and by other legal acts.
Belarus recognises the priority of universally accepted principles of the international law, and
ensures compliance of the country’s currency legislation with the same. Any natural and legal
persons (residents and non-residents) may open accounts with the banks of the Republic in
Belarusian roubles and any foreign currency for which official exchange rate to the
Belarusian rouble is fixed by the National Bank.
It is obligatory that any foreign currency shall be sold by resident legal persons.
The procedure and amount of sale, as well as the cases of full or partial exemption from payment,
are established by Decree of the President of the Republic of Belarus dated 17 July 2006 No. 452
and Ordinance of the Board of the National Bank dated 13 September 2006 No. 129.
For settlement of accounts in the Belarusian roubles, non-residents are permitted to use any
currency which official exchange rate to the Belarusian rouble was fixed by the National Bank.
II.1.3.

Legislation on Land and Real Estate Acquisition by Foreigners37

Land tenure relations in the Republic of Belarus are regulated by the Constitution of the
Republic of Belarus, the Land Code of the Republic of Belarus of January 4, 1999 (last
amended October 2006), the Civil Code of the Republic of Belarus, and certain Decrees of
the President of the Republic of Belarus.
The legal rules and regulations establish that land tenure in the Republic of Belarus is
represented by State and private ownership. Agricultural land is owned by the State.
In Belarus only citizens permanently living in Belarus are entitled to hold land in private
ownership, while foreigners can possess in private ownership only flats and houses (on leased
land). The foreign states are entitled to own land only for placing the embassies on the
territory of Belarus and with the condition that a similar land plots will be granted to the
Republic of Belarus for the same purpose on the territory of the foreign states.
Furthermore, legal entities (including those with share of foreign investment) are also
restricted to hold land in private ownership. They can get land in private ownership only
through privatisation of state property or implementation of investment projects.

36
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See http://invest.belarus.by/en/business/monetary/.
For more information: http://invest.belarus.by/en/business/resume/rent/.
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The Civil Code of Belarus states that real property is, among others, land as well as anything
strongly connected to land (i.e., fixtures) such as, for example, buildings, forest, plantations, etc.
Nevertheless ownership to land and attached building might be separated in Belarus – they might
be owned by different persons (natural or legal). For example, a person can hold building in
ownership and lease from another person or the state land where building is situated.
Private ownership is strictly regulated in Belarus and practically only 15% of land in Belarus
can potentially be privatised.
II.1.4.

Competition Legislation

The Law of the Republic of Belarus “On Amendments to the Law of the Republic of Belarus
“On Countering Monopoly Activities and Development of Competition”” entered into force
in January of 2000. The amendments envisage additional guarantees of the interests of
economic entities, who enjoy a dominant market position, in connection with their
unbundling (account separation, functional unit unbundling). The amendments clearly
identify antimonopoly control subjects in connection with the establishment, merger,
acquisition, reorganisation, and liquidation of economic entities and management bodies,
further specify entities subject to antimonopoly regulation, as well as the antimonopoly
control mechanism.
With a view to implement the Law the legal basis for antimonopoly control and regulation
has been created and is being regularly updated, which covers the following major issues:
definition of dominant position of an economic entity on commodity markets of the RB;
maintaining the State Register of economic entities enjoying a dominant market position in
the commodity markets of the RB and the State Register of natural monopolies; procedures
for exercising state control over transactions with shares, property contributions (shares) to
co-operatives, shares in authorised funds of economic entities; procedure of agreement of
terms and conditions for transforming state enterprises, state unitary enterprises belonging to
the property of the Republic, as well as leased enterprises enjoying a dominant market
position in the commodity markets into open joint-stock companies; procedures for
organising and arranging examinations of how economic entities enjoying a dominant market
position in the commodity markets observe antimonopoly legislation; procedures for
exercising state control over reorganisation of economic entities enjoying a dominant market
position in the commodity markets of the RB; procedures for identifying and preventing anticompetitive pricing agreements (coordinated actions); procedures for identifying monopoly
prices; procedure for handling claims of the alleged violations of antimonopoly legislation
related to unfair competition; procedures for implementing measures to eliminate violations
of antimonopoly legislation.
II.1.5.

Taxation System

According to the Investment Code:
Article 91. Taxation and Privileges on Tax and Customs Payments
Commercial organisations with foreign investments and also foreign investors carry out the tax and
customs payments and enjoy all privileges on tax and customs payments in accordance with tax and
customs legislation of the republic of Belarus, unless otherwise provided by international treaties of
the Republic of Belarus.

Tax legislation in the Republic of Belarus is a system of laws and regulations adopted on the
basis and in accordance with the Constitution of RB.
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Taxation in the Republic of Belarus is based on recognition of universality and equality.
It is not allowed to establish taxes, dues (duties) and privileges on their payment causing the
damage to national security of the Republic of Belarus, its territorial unity, political and
economic stability including those violating the single economic space of the Republic of
Belarus, limiting the free movement of natural persons, movement of goods (works and
services) or financial assets within the territory of the Republic of Belarus or creating in
violation of the Constitution of the Republic of Belarus and legislation acts adopted in
accordance of it other obstacles for carrying out the entrepreneurs and other activity of
organisations and natural persons except for the one prohibited by the legislative acts.
Tax legislation in Belarus includes:
•
•
•

Indirect taxes, duties, deductions (A)
Direct taxes and duties (B)
Special taxation modes (F)

A – Indirect taxes, duties, deductions
Value Added Tax
The object of taxation shall be deemed turnover of sales of any goods (work, services) or of
proprietary rights to any intellectual property objects in the territory of the Republic of
Belarus (including turnover of free transfer of such objects); or turnover of sales of any goods
(work, services) or of proprietary rights to any intellectual property objects transferred from
the territory of the Republic of Belarus, or to the goods brought in the customs territory of the
Republic of Belarus.
NOTE. Should any goods (work, services), proprietary rights to any intellectual property
objects be sold in the territory of the Republic of Belarus by any foreign organisations not
registered in the tax bodies of the Republic of Belarus, the duty to calculate the tax and
transfer it to the budget shall be vested in the organisations and individual entrepreneurs
which are registered in the tax bodies of the Republic of Belarus and purchase such goods
(work, services), proprietary rights to any intellectual property objects.
The main tax rate is 18%. There exists a reduced rate – 10%, according to the list specified by
the Decree of the President of the Republic of Belarus (foodstuffs; children’s goods; products of
plant growing, cattle breeding, fish-breeding, beekeeping). For export of goods – 0%.
•
•
•

Tax Code of the Republic of Belarus of December 19, 2002 (General Part);
Law of the Republic of Belarus No. 1319-XII dated December 19, 1991 “On Value
Added Tax” as amended on 29.12.2006;
Decree of the President of the Republic of Belarus dated 15 June, 2006 No. 397 “On certain
issues related to calculation and payment of excises and value added tax”.

Excises
Excise rates in the territory of RB are the same for goods produced by excise payers as well as for
goods imported by excise payers to the territory of RB and (or) sold in the territory of RB.
Excise rates shall be fixed in absolute sums per physical unit of the goods subject to excise
(fixed (specific) rates) or in percent of the value of such goods (ad valorem rates).
Excise rates shall be fixed by the President of the Republic of Belarus.
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Excise shall be payable for:
•
•
•

manufactured goods which are subject to excise;
the goods imported to the customs territory of the Republic of Belarus;
sale of the goods which are subject to excises and are imported to the customs territory of
the Republic of Belarus.

The following goods (products) shall be subject to excises:
•

•
•
•
•
•

•
•

hydrolytic industrial spirit; spirit-based solutions except for solutions with denatured
additions; spirit-based medical, medical-preventive, diagnostic remedies and medications
allowed for manufacture and/or use in the territory of the Republic of Belarus in
accordance with the procedure established by the legislation; spirit-based remedies
manufactured by drugstores according to individual prescriptions, including homeopathic
remedies; spirit-based remedies and medications for veterinary allowed for manufacture
and/or use in the territory of the Republic of Belarus in accordance with the procedure
established by the legislation; spirit-based perfumes and makeup;
alcohol products (spirits for drinking, vodka, liquors, cognac, wine and other alcoholic
products except cognac spirit and wine material;
beer;
tobacco products;
motor spirit; diesel oil; other fuel used as motor spirit; oil for diesel and/or carburettors
(injector) engines;
microbuses (vans) and passenger cars (codes 8702, 8703 and 8704 of the Commodity
Nomenclature for Foreign Economic Activity of the Republic of Belarus), including
converted to cargo carriers, independent of the working volume of the engine, except for
passenger cars for the prophylactics and rehabilitation of disabled persons.
Law of the Republic of Belarus No. 1321-XII dated December 19, 1991 “On Excises”;
Decree of the President of the Republic of Belarus No. 716 dated December 5, 2006
“On Excise Rates”.

The list of the goods which are subject to excises may be adjusted by the President of the
Republic of Belarus.
Duty to the Republican Fund for Support of Manufacturers if Agricultural Products,
Foodstuffs, and Agrarian Science Tax to Road Funds from the Motor Road Users
All duties shall be paid in a block payment in the amount of 3.0% of proceeds from sales of
goods (work, services) (or from income less cost of payment of interest, commission fee and
other banking costs – by the banks and non-banking financial institutions, except for the
National Bank of the Republic of Belarus; or from gross revenue – by the organisations
involved in commercial, procurement activities and rendering services in catering; or from
balance sheet profit – by insurance companies).
•

Article 9 of Law of the Republic of Belarus No. 191-З dated December 29, 2006 “On the
Budget of the Republic of Belarus for Year 2007”.

B – Direct taxes and duties
Profit Tax
The rate is 24% and applicable to the amount of profit from sales of goods (work, services),
other valuables (including fixed assets, material assets, intangible assets, securities),
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proprietary rights, and income from extra-sale operations reduced by the amount of cost of
such operations. The organisations shall be deemed any legal entities of the Republic of
Belarus, foreign legal entities and international organisations, societies in participation
(members to the agreement of joint activity), economic groups.
The payers of the profit tax shall be any foreign legal entities and international organisations
carrying out their activities in the territory of the Republic of Belarus.
Taxable profit shall be reduced by the amount of profit allocated for financing of capital
investments in the industrial-purpose objects and house-building, as well as in repayment of
banking credits received and used for such purposes.
Should any international treaty of the Republic of Belarus establish any other rules, such
rules of the international treaty shall be applied.
•

Law of the Republic of Belarus No. 1330-XII dated December 22, 1991 “On Tax on
Income and Profit”.

Taxes on Income
Any foreign legal entities that do not carry out activities in the Republic of Belarus through
their permanent representative offices and derive income from any sources in the Republic of
Belarus shall pay income tax at the following rates:
•
•
•
•
•

15% on dividends, royalty, licenses, other income;
10% on income and debt instruments (claims) of any kind;
40% on income from sale (paying off) any securities;
6% on payment for transportation, freight related to international transportation;
10% of customs value of any goods brought and sold at the exhibitions, trade exhibitions, fairs.

Income tax levied on foreign legal entities from sources in RB shall be withheld by legal
entities and individual entrepreneurs paying income to a foreign entity on the total income. In
case income is paid in a non-monetary form, the tax shall be paid on the monetary equivalent
of the said income.
Should any international treaty of the Republic of Belarus establish any other rules, such
rules of the international treaty shall be applied.
Income Tax
Progressive 5-level rate scale (9%, 15%, 20%, 25%, 30%). The object of taxation is the total
return of natural persons in monetary form derived within the calendar year.
NOTE. The income tax payer shall be natural persons. Legal entities shall calculate and
withhold income tax from income paid to natural persons.
•

Law of the Republic of Belarus No. 1327-XII dated December 21, 1991 “On Income Tax
from Natural Persons”.

C – Taxes and duties charged to cost price of any goods, work, services
Deductions to the Population’s Social Welfare Fund (Payments for Social Insurance)
35% of all kinds of monetary and/or in kind payments charged in favour of the workers on
any grounds irrespective of sources, including remunerations under civil law contracts but
excluding the listed kinds of payments to which mandatory insurance premiums to the Fund,
as fixed by the Government of the Republic of Belarus, are not charged.
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Law of the Republic of Belarus No. 138-XII dated February 29, 1996 “On Mandatory
Insurance Premiums Paid to the Population’s Social Welfare Fund of the Republic
of Belarus”;
Decree of the President of the Republic of Belarus dated June 5, 2000 No. 318 “On the Fund
for Social Protection of the Population of the Ministry of Labour and Social Protection”.

Land Tax
Land tax is collected in the form of annual fixed payments per one hectare of land area.
The object of taxation is the land plot being in possession, use or ownership.
•

Law of the Republic of Belarus No. 828-XII dated December 18, 1991 “On Payments for
Land” (as amended on 19.12.2006).

Environmental Tax
The rate of tax on use of natural resources is fixed.
The objects of taxation are:
•
•
•
•
•

•
•

•
•

volume of used (withdrawn, extracted) natural resources;
volume of emissions (discharge) of contaminants to the environments;
volume of oil and gas products transported through the territory of the Republic of Belarus;
volume of waste located in the waste-dumps;
volume of goods that are placed under the customs mode of destruction and have lost
their consumer properties; as well as volume of waste generated as the result of
destruction of any goods placed under such mode;
volume of processed oil and oil products by organisations that carry out oil processing;
volume of produced and/or imported plastic, glass containers, paper and cardboard-based
containers and other goods, that generate waste after loss of their consumer properties,
which negatively affects the environment and requires the set-up of systems for its
collection, neutralisation and/or utilisation, as well as volumes of imported goods packed
in plastic, glass containers and paper and cardboard-based containers. The list of the
manufactured and/or imported other goods that generate waste after loss of their
consumer properties, which negatively affects the environment and requires the set-up of
systems for its collection, neutralisation and/or utilisation, is drawn by the President of
the Republic of Belarus.
Law of the Republic of Belarus No. 1335-XII I dated December 23, 1991 “On Tax on
Use of Natural Resources (Ecological Tax)”;
Decree of the President of the Republic of Belarus dated June 15, 2005 No. 275
“On the rate of the tax for the use of natural resources (environmental tax) and certain
issues of its collection”.

D – Taxes paid from funds remaining at the disposal of the enterprise
Real Estate Tax
1% (per year) of depreciated cost of capital assets owned or possessed by the payer, as
well as from the cost of uncompleted construction projects for which the term of
construction fixed for legal entities has expired; 0.1% of the cost of property belonging to
any natural persons.
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If the organisation has been involved in a new construction since July 01, 2005 in excess
from planned rate, the rate 2% shall be applied (on construction unfinished within the set
time limits only).
•

Law of the Republic of Belarus No. 1337-XI I dated December 23, 1991 “On Real Estate Tax”

Local Taxes and Duties
The procedure of local taxes and duties collection is regulated by the Law of the Republic of
Belarus No. 191-З dated December 29, 2006 “On the Budget of the Republic of Belarus for
Year 2007”.
Article 8 of the Law authorises local authorities to introduce six kinds of local taxes and
duties in their relevant territories.
•

Law of the Republic of Belarus No. 191-З dated December 29, 2006 “On the Budget of
the Republic of Belarus for Year 2007”.

E – Duties attributed to financial results by natural persons
Offshore Duty
Natural persons are not payers of offshore duties; organisations and individual entrepreneurs
are such payers. The procedure for collecting offshore duties is set by Decree of the President
of the Republic of Belarus dated 12 March, 2003 No. 104 “On offshore duty”.
F – Special Taxation Mode
Tax for the Economic Entities which Use a Simplified Taxation System
For residents of free economic zones, the particulars of taxation are defined by Decree of the
President of the Republic of Belarus dated 9 June 2005 No. 262 “On certain issues of the
activity of free economic zones on the territory of the Republic of Belarus”, which do not fall
into the special taxation mode.
At this moment, the tax legislation in Belarus sets the following modes of special taxation:
1. Simplified tax system – Decree of the President of the Republic of Belarus dated
9 March 2007 No. 119 “On the simplified tax system” (to be enforced from 1 July 2007);
2. Unitary tax on producers of agricultural products – Decree of the President of the
Republic of Belarus dated 13 July 1999 No. 27 “On the introduction of a unitary tax on
producers of agricultural products”;
3. Unitary tax on individual entrepreneurs and other natural persons – Decree of the
President of the Republic of Belarus dated 18 June 2005 No. 285 “On certain measures
for regulating entrepreneurial activity”;
4. Gambling business tax – Decree of the President of the Republic of Belarus dated
10 January 2005 No. 9 “On approving rules for carrying out activity in the sphere of
gambling business on the territory of the Republic of Belarus;
5. Tax on carrying out lottery activities – Decree of the President of the Republic of Belarus
dated 23 April 1999 No. 19 “On the introduction of a tax on income from the carrying out
of lottery activities”.
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Regulation on Foreign Economic Activities

Customs – Tariff Regulation of Foreign Economic Activities
Customs duties
Customs duty rates are unified and may not be changed depending on natural persons or legal
entities transporting their goods across the customs border of the Republic of Belarus, kinds
of transactions or any other factors, save as otherwise is provided for by the legislation.
The customs duty rates, except for those approved by the President of the Republic of
Belarus, are determined (changed) by the Council of Ministers of the Republic of Belarus for
the purposes of fulfilment of treaties of the Republic of Belarus, and in other instances -- in
agreement with the President of the Republic of Belarus.
The customs duty zero rates are established by the President of the Republic of Belarus.
As regards any goods originating from the countries for which no most favourable regime is
provided for, or any goods for which the country of origin has not been identified, the rates of
import customs duties shall be doubled, except for cases when tariff preferences are granted
by the Republic of Belarus.
Charging, payment and collection of customs duty on any goods shall be made on the basis of
customs value thereof.
Customs value of any goods imported to the customs territory of the Republic of Belarus
shall be assessed by the following methods: by the cost of a deal for such imported goods; by
the cost of a deal for similar goods; by the cost of a deal for the goods of the same class; on
the bases of cost deduction; on the basis of cost composition; by the reserve method.
Decree of the President of the Republic of Belarus No. 182 dated March 28, 2006
“On improving legal regulation of the procedure for providing support from the state to legal
entities and individual entrepreneurs” states that granting individual tax preferences to legal
entities and individual entrepreneurs shall not be allowed.
Tariff preferences for the goods transported across the customs border of the Republic of
Belarus are fixed by the President of the Republic of Belarus and the Law “On Customs
Tariff”. Individual tariff preferences to any natural persons and legal entities of the Republic
of Belarus are granted by the President of the Republic of Belarus.
Customs Code of the Republic of Belarus dated 04.01.2007;
Decree of the President of the Republic of Belarus No. 391 dated August 23, 2005 “On Deferral of Payment of
Customs Duty and Value Added Tax”;
Decree of the President of the Republic of Belarus No. 211 dated May 04, 2004 “On Particular Features of
Legal Regulation of Customs Regime of Transient Import of Goods”;
Law of the Republic of Belarus dated November 25, 2004 (came into effect on June 16, 2005) “On State
Regulation of Foreign Economic Activities”;
Law of the Republic of Belarus dated February 03, 1993 “On Customs Tariff”;
Ordinance of the Council of Ministers of the Republic of Belarus No. 864 dated June 28, 2002 “On Approval of
Rates of Export Customs Duties”;
Ordinance of the Council of Ministers of the Republic of Belarus No. 865 dated June 28, 1998 “On Approval of
Rates of Import Customs Duties”;
Ordinance of the Council of Ministers of the Republic of Belarus No. 995 dated June 26, 1998 “On Approval of
the Procedure of System Application for Assessment of Customs Value of any Goods Imported to the Customs
Territory of the Republic of Belarus”.
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Value added tax for imported goods
The taxation object is the value of any goods imported to the customs territory of the
Republic of Belarus, tax rate is 18% and 10% for imported foodstuffs and goods for children,
according to the list compiled by the Government in agreement with the President of the
Republic of Belarus.
Export of goods from the territory of the Republic of Belarus shall be taxable at the rate
of 0%. At present, when levying taxes, the country of destination principle is applied in the
Republic of Belarus in the field of mutual trade with any foreign countries and CIS-states.
Decree of the President of the Republic of Belarus No. 14 dated April 18, 2003 “On establishing Tariff Preferences”;
Decree of the President of the Republic of Belarus No. 16 dated June 13, 2001 “On Granting Down Payment
Alternative for Value Added Tax Payment when Importing Manufacturing Equipment and Spare Parts thereto to
the Customs Territory of the Republic of Belarus”;
Law of the Republic of Belarus dated December 19, 1991 “On Value Added Tax”;
Decree of the President of the Republic of Belarus No. 397 dated June 15, 2006 “On some issues concerning the
calculation and payment of excise duties and value added tax”.

Excises on imported goods
Excise rates can be fixed in the absolute sum per physical unit of excisable goods (fixed
(specific) rates), or as a percentage from the goods value (ad valorem rates).
Excise duties are levied in relation to relevant goods according to the Law “On Excises”
(spirits, tobacco, oil and petroleum products, microbuses and cars).
The list of the goods which are subject to excises may be adjusted by the President of the
Republic of Belarus.
Non-Tariff Regulation of Foreign Economic Activities, Licensing
Export of certain goods is carried out on the grounds of licenses issued by the Ministry of
Trade in agreement with the Republican Authorities and other governmental institutions
subordinated to the Government of the Republic of Belarus, depending on the kind and origin
of such goods.
Export of textiles is carried out on the grounds of special EU-form licenses valid for trade in
textiles with the EU member-states and Turkey.
Establishing the conveyance procedure for export control of specific goods (works, services)
The objects of export control in the territory of the Republic of Belarus (specific goods, work,
services) shall be deemed:
•
•

•

any goods, technologies and services stipulated for by the international treaties and
obligations of the Republic of Belarus and related to international and national security;
any goods, technologies and services related to nuclear fuel cycle and production of
nuclear materials which may be used for creation of nuclear weapons and nuclear
explosive assemblies;
double-application goods and technologies;

Lists of goods subject to licensing, licensing procedures, and state bodies of the Republic of
Belarus authorised to issue relevant licenses shall be determined by the President of the Republic
of Belarus or on his instructions by the Council of Ministers of the Republic of Belarus.
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Law of the Republic of Belarus No. 130-3 dated January 6, 1998 “On Export Control”;
Decree of the President of the Republic of Belarus No. 57 dated January 28, 2006 “ On Some Measures to
Improve State Regulation of Foreign Trade Activities”;
Ordinance of the Council of Ministers of the Republic of Belarus No. 1267 dated September 27, 2006
“On Foreign Trade Licensing by Certain Kinds of Goods”.

Introduction of special protective, antidumping or compensatory measures
Special protective measures shall be taken in cases when any goods are imported to the Republic
of Belarus in such increased quantity that inflicts material losses to the branch of the Belarusian
economy producing similar or directly competitive goods, or threatens therewith.
Antidumping measures shall be taken in cases when any dumping import of goods inflicts
material losses to the branch of the Belarusian economy producing similar or directly
competitive goods, or threatens therewith.
Compensatory measures shall be taken in cases, when import of any goods, for which
production and/or export special subsidies of any foreign state (or union of foreign states)
were used, inflicts material losses to the branch of the Belarusian economy producing similar
or directly competitive goods, or threatens therewith.
Law of the Republic of Belarus No. 346-3 dated November 25, 2004 ”On Measures for Defence of Economic
Interests of the Republic of Belarus in Foreign Trade in Goods”;
Ordinance of the Council of Ministers of the Republic of Belarus No. 612 dated June 09, 2005 “On Approval of
the Regulations of Investigation Procedure with a View to Take Special Protective, Antidumping or
Compensatory Measures and on Declaring Ordinance of the Council of Ministers of the Republic of Belarus No.
800 dated June 05, 2000” and Ordinance of the Council of Ministers of the Republic of Belarus No. 859 dated
June 26, 2002 Null and Void”;
Law of the Republic of Belarus No. 2151-XII dated February 03, 1993 “On the Customs Tariff”.

II.1.7.

Legislation Regulating Conditions for Entry, Stay and Work of
Foreign Natural Persons

The following legal rules and regulations regulate conditions for entry, stay and work of
foreign natural persons:
•
•
•

The Law of the Republic of Belarus “On Legal Status of Foreign Citizens and Persons
without citizenship in the Republic of Belarus” of June 3, 1993, amended as of July 19, 2005;
The Law of the Republic of Belarus “On Immigration” of December 29, 1998;
The Law of the Republic of Belarus “On Approval of the Rules for Stay of Foreign Citizens
and Persons without citizenship in the Republic of Belarus” of November 25, 1999.

Article 4. Fundamental Principles of Legal Status of Foreigners in the Republic of Belarus
Foreigners on the territory of the Republic of Belarus enjoy rights and freedoms and fulfil duties equally as
the citizens of the Republic of Belarus do, unless otherwise provided by the Constitution of the Republic of
Belarus, the present Law, other laws and international treaties of the Republic of Belarus.
Peculiarities of legal status of foreigners petitioning for their recognition as refugees or provision of
asylum for them in the Republic of Belarus as well as foreigners having been recognised refugees or
provided asylum in the Republic of Belarus and members of their families shall be regulated by
special legislative acts of the Republic of Belarus.
In case if the other state restricts or violates universally recognised norms of legal status of foreign citizens
in respect to citizens of the Republic of Belarus, reciprocal restrictions in relation to rights and freedoms of
the citizens of this state can be established in the Republic of Belarus. In case of their establishment the
given restrictions shall not be applied to foreigners mentioned in part two of the present article.

Legislative framework for energy investment
II.1.8.

53

Legislation Regulating Intellectual Property Rights

Protection and implementation of intellectual property rights of foreign investors and
commercial organisations with foreign investments is ensured by the legal acts of the
Republic of Belarus and by international treaties of the Republic of Belarus.
The notion of intellectual property is construed in the republic of Belarus in the way defined
by Article 2 of the Convention Establishing the World Intellectual Property Organisation
(signed at Stockholm on July 14, 1967).
In compliance to Decree of the President of the Republic of Belarus dated 08.11.2001
No. 642 “On State Promotion of the Use of Intellectual Property Objects”, and with the
objective of more efficient and wide-spread use of intellectual property objects (IPO),
especially for the purpose of designing competitive products by commercial and noncommercial organisations that enjoy rights over IPOs, a census was taken of the objects
related to inventions, useful models, industrial designs, selection results, trade marks,
computer software.
Identified IPOs were accounted for and entered as assets into the books, with the value
assigned as increases to special purpose funds. Sales revenue generated via licensing rights to
use IPOs on the Territory of Belarus are exempt from value added tax and profit tax,
calculated on the tax base of profits resulting from licensing of such rights. Profits and money
freed up in connection with the extension of these tax benefits are directed to financing R&D
and investment related to the acquisition of IPOs.
The Republic of Belarus has signed and ratified the Agreement between twelve CIS countries
on cooperation in the prevention of violations of law in the area of intellectual property (Law
“On the Ratification of the Agreement on Cooperation in the Prevention of Violations of Law
in the Area of Intellectual Property” dated 6 November1998 N202-3).
Furthermore a law “On Patents on Inventions, Industrial Models and Industrial Designs” was
introduced in 2002 and amended in 2004. In addition the Council of Ministers recently
adopted several Decisions38 aiming at improving the legal environment for intellectual
property rights.
Law of the Republic of Belarus on Patents on Inventions, Industrial Models and Industrial Designs
Article 1. The Patent on Invention, Industrial Model and Industrial Design
1. The right to invention, industrial model and industrial design is protected by the state and is
certified by the patent.
2. The patent on invention, industrial model and industrial design certifies the authorship, priority of
invention, industrial model and industrial design and the exclusive right of their usage.
3. The patent is in effect form the date of submitting the application to the state establishment "The
National Center of Intellectual Property" (further—the patent body):
•

the patent on invention—within 20 years. If for the application of the instrument where the
invention is used it is required to obtain the permission of the authorised body in accordance with
legislation, the term of validity of the patent to this invention is prolonged by the patent body at
the petition of the patent holder not more than to 5 years;

•

the patent to industrial model—within 5 years with the possible prolongation of this term by the
patent body at the petition of the patent holder not more than to 5 years;

38

See http://www.law.by/work/EnglPortal.nsf/6e1a652fbefce34ac2256d910056d559/
194dba946ec64043c2256dc10047a985?OpenDocument.
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the patent to industrial design—with 10 years with the possible prolongation of this term by the
patent body at the petition of the patent holder not more than to 5 years.[…]

Article 43. Rights of Foreign Citizens, Persons without Citizenship and Foreign Legal Persons
Foreign citizens, persons without citizenship and foreign legal persons enjoy the rights provided by
the present Law and other acts of legislation of the Republic of Belarus on patents on inventions,
industrial models and industrial designs, and bear responsibility equally with the citizens and legal
persons of the Republic of Belarus, if otherwise is not determined by laws of the Republic of Belarus
and international treaties.

Decision of the Council of Ministers of the Republic of Belarus on Measures to Enforce Intellectual
Property Rights and Counteract the Infringements in the Sphere of Intellectual Property
No. 403 of March 26, 2003, [Last amendments: No. 610 of May 13, 2006]
1. To establish at the Council of Ministers of the Republic of Belarus the Commission on Enforcing
Intellectual Property Rights and Counteraction to Infringements in the Sphere of Intellectual Property.
2. For the purposes of present Regulation the term “intellectual property” includes the works of
science, literature and art; performing of phonograms; programmes of broadcasting organisations;
inventions; industrial models; industrial designs, selection achievements; topologies of integrated
microcircuits; undisclosed information including industrial secrets (know-how), trade names,
trademarks and service marks, geographical indications; other results of intellectual activity and
means of individualisation of the participants of civil turnover, goods, works and services provided by
the Civil Code of the Republic of Belarus and other acts of legislation.
5. The main tasks of the Commission are the following:
5.1. ensuring the effective cooperation and coordination of the activity of the national state bodies,
state and other organisations at conducting the unified state policy in the sphere of protection of rights
and counteraction to violations in the sphere of intellectual property;
5.2. elaboration of proposals on improvement of legislative and other normative legal acts in the
sphere of protection of rights, usage of intellectual property objects and counteraction to violations in
the sphere of intellectual property including in the part of:
•

regulation of relations arising at creation of the intellectual property objects (including objects
created with the usage of technologies of double application) with attracting the budget assets;

•

state stimulation of the processes of creation, legal protection and engaging into civil turnover of
the intellectual property objects;

•

international cooperation in the sphere of intellectual property;

5.3. elaboration of measures on counteraction to illegal turnover of the intellectual property objects.
6. The Commission in accordance with its tasks:
6.1. provides conducting the complex analysis of situation in the sphere of intellectual property in the
Republic of Belarus, elaborates recommendation on prevention and suppression of offences in the
mentioned sphere;
6.2. considers the proposals of the ministries, other national state bodies on questions of protection of
the rights and counteraction to violations in the sphere of intellectual property and elaborates the
measures providing coordination of their activity in solving the mentioned problems and introduces
the following proposals to the Government of the Republic of Belarus:
•

on improving legislative and other normative legal acts directed to ensuring the effective legal
protection of the intellectual property objects;

•

on expediency, priority and financial support of patenting of industrial property objects abroad
created with the usage of republican budget assets;
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•

on measures on prevention of offences in the mentioned sphere and counteraction to illegal
turnover of intellectual property objects;

•

on widening international cooperation in the sphere of intellectual property and also on
participation of the Republic of Belarus in relevant international treaties;

6.3. prepares conclusions and proposals on other issues relating to the competence of the Commission;
6.4. informs the ministries and other national state bodies on the decisions taken by the Commission
and organises the control over their execution.
7. The Commission has the right to:
7.1. request and receive documents and other materials on matters being in the competence of the
Commission from the ministries, other national state bodies and other legal persons in the established
order and to use in the established order the relevant information databases;
7.2. hear at its meetings the reports of the ministries, other national state bodies and other legal
persons on questions of legal protection and usage of intellectual property objects and counteractions
to infringements in this sphere;
7.3. take decisions within its competence directed to coordination of the activity of the ministers and other
national state bodies on questions of prevention of offences in the sphere of intellectual property;
7.4. create, if necessary, working groups from the representatives of state bodies, scientists and
specialists for working out some matters being in competence of the Commission.

Decision of the Council of Ministers of the Republic of Belarus on Registration of License Agreements,
Cession Contracts and Mortgage Contracts of Rights to Objects of Intellectual Property
May 22, 2003 No. 681, [Last amendments: June 8, 2004 No. 686]
1. To establish that the following are subject to registration in a state establishment “The National
Center of Intellectual Property” of the Committee of Science and Technology at the Council of
Ministers of the Republic of Belarus:
1.1. license agreements on transfer of the right to use:
•
•
•
•
•
•
•

inventions;
industrial models;
industrial designs;
sorts of plants;
topologies of integrated circuits;
trademarks and service marks;
industrial secrets (know-how);

1.2. cession contracts and mortgage contracts of rights to:
•
•
•
•
•
•

inventions;
industrial models;
industrial designs;
sorts of plants;
topologies of integrated circuits;
trademarks and service marks; […]

2. A patent body registers the contracts and agreements mentioned in point 1 of the present Resolution
in the State Register of License Agreements, Cession Contracts and Mortgage Contracts of Rights to
Objects of Intellectual Property of the Republic of Belarus. Contracts that are not registered are
considered invalid.
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General Measures to Ensure Compliance at Sub-national Level

The Republic of Belarus is a centralised state. It has no autonomous territorial entities.
Therefore, there is no need to follow procedures for entry into force of international treaties
other than those to be followed at the national level.
II.1.10. Legal Framework for Divestment and Privatisation
The main legal acts regulating the implementation of the reform of public (state) property in
the Republic of Belarus are the following laws: “On Divestment and Privatisation of Public
Property in the Republic of Belarus”, On Economic Companies”, the State Programme of
Divestment and Privatisation, and other legal acts of the Republic of Belarus.
The Law of the Republic of Belarus “On Objects to be Owned Exclusively by the State” of
May 5, 1998 (as lastly amended on May 7, 2007) vested in the State the exclusive ownership
rights for entities and types of assets, and, in some cases, types of activity, the use or
implementation of which by other owners may damage sovereignty, national interests,
territorial integrity and security of the State, as well as rights and freedoms of citizens. The
list of enterprises to be owned exclusively by the State includes, in general terms, natural
resources, military and other materiel, radioactive and explosive substances, public
engineering infrastructure facilities, Metropolitan (subway), urban electric transport etc.
Regarding fuel-and-energy complex, such state owned enterprises include:
•

•
•
•

Electricity supply: system-forming and inter-state power grids and substations rated at
220 kV or more; power grids and substations rated at 0.4-110 kV, used for simultaneous
electricity supply to various groups of consumers;
Centralised heat supply: main heat networks; heat distribution networks; central heat
stations for simultaneous electricity supply to various groups of consumers;
Gas supply: gas distribution stations, underground tanks and storage facilities for
liquefied gas;
Main oil and petroleum product pipelines.

These provisions per se do not mean prohibition of the development of private enterprise in
this area, since they fundamentally apply only to entities owned by the State as of the date of
entry into force of the Law, and to those commissioned and paid for by the State Budget.
Article 3. Possession, Use and Disposal of Installations in Exclusive Possession of the State
Possession and use of objects owned exclusively by the State is carried out by the authorised state
bodies, state legal entities and republican state-public associations in compliance to the legislation of
the Republic of Belarus.
Disposal of objects owned exclusively by the State is carried out in compliance to the legislation of
the Republic of Belarus.
Legal entities of private ownership and individuals are not entitled to establish or otherwise acquire
the right of ownership over objects that are in exclusive ownership of the State.
Objects that are in exclusive ownership of the State cannot be de-nationalised or privatised unless
otherwise provided by the legislation of the Republic of Belarus.
Objects that are exclusively owned by the State and included in a list approved by the President of the
Republic of Belarus may be subject to a concession.

Concessions: The procedure of entering into, and performance of, any concession
agreements is regulated by the Investment Code of the Republic of Belarus, the provisions of
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any concession agreements, other legislative acts of the Republic of Belarus, and by the
international treaties to which the Republic of Belarus is a party.
According to the above normative legal acts, any investment activities carried out by any national
or foreign investors in respect of bowels of the earth, waters, forests, lands, and any objects being
the governmental ownership, as well as any activities to which the exclusive right of the State
applies, may be carried out in the Republic of Belarus on the basis of a concession agreement
signed between the investor and the government of the Republic of Belarus.
It is an indispensable condition that any concession agreement shall include the following
information (Art. 67 of the Investment Code):39
•
•
•
•
•
•

•
•
•
•
•

the life of the agreement;
kinds of activities carried out in accordance with such agreement, or description of the
property being the object of such concession;
the rights of the parties to make decisions related to execution of the agreement;
obligation of a concession body to the concessionaire concerning issue of any permissive
documents required for carrying out any activity provided for by such agreement;
the right of property to any manufactured products and derived profits (income) in
compliance with the Code requirements;
the territory of the Republic of Belarus or any part thereof within which the concessionaire is
entitled (in particular, on the exclusive basis) to carry out certain kinds of activities (should
the right to carry out certain kinds of activities be the object of such concession), and the
programme and schedule of any work executed under such agreement;
obligation of the concessionaire to comply with the labour legislation of the Republic of
Belarus and safety measures;
obligation of the concessionaire to comply with the legislation of the Republic of Belarus
in the field of environment protection and natural resource conservation;
the procedure of control of activities of the concessionaire;
responsibility of the parties to such concession agreement;
the procedure of, and the body for, settlement of any disputes (including arbitration for
any foreign investor) arising from such concession agreement.

The concession agreement with a foreign investor may provide for waiver by the Government
from jurisdictional immunity or immunity from interim remedy of any claim and execution of
any court and/or arbitral award.
The terms of such investment agreements remain in force within the life of such agreements. The
terms of such concession agreements may be only changed upon mutual consent of the parties.
The concession agreement may be entered into for the period of up to 99 years.
II.1.11.

Legal Framework for Licensing of Activities in the Energy Sector

The main legal framework of licensing the activities in the energy sector is regulated by the
new Decree40 of the President of Belarus dated July 14, 2003 (as amended in 2007) and the

39
40

See http://invest.belarus.by/en/business/resume/agreement/.
See http://www.law.by/work/EnglPortal.nsf/6e1a652fbefce34ac2256d910056d559/
b3bd4fe1eb80cab9c2256de30062eec7?OpenDocument.
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Subsoil Code41 dated December 15, 1997 (as amended in 2007). Licensing in the electricity
sector is not carried out.
Decree of the President of the Republic of Belarus on Licensing of Some Kinds of Activities
No. 17 of July 14, 2003, [Amended as of December 31, 2006]
3. The following have the right to obtain a license:
• legal persons and individual entrepreneurs (if legislative acts don’t establish that only legal
persons have the right to carry out licensable kinds of activity and also some works and
services that constitute the respective kind of activities);
• natural persons petitioning on granting them the right to carry out the attorney or private
notary activity.
22. The license is issued for no less than 5 and no more than 10 years term
23. The term of validity of the license at its expiration can be prolonged upon the application of
the licensee.
24. For prolongation of the term of validity of the license the licensee is obliged not later than
one month and not earlier than two month before expiration of this term to submit to the
relevant licensing body the application on prolongation of the term of validity of the license
with attachment of the documents mentioned in clause 8 of the present Regulation.
19. Activity connected with usage of natural
resources and influence on environment*
36. Wholesale and retail trade of oil
products*

Ministry of Natural Resources and Protection
of Environment
Belarusian State Concern on Oil and
Chemistry

CODE OF THE REPUBLIC OF BELARUS ON SUBSOIL
December 15, 1997 No. 103-3
Last amendments by the Laws of May 7, 2007 No. 212-3 and of June 13, 2007 No. 238-З
User of subsoil (subsoil user) – a legal entity or an individual, including foreign, who has the right to
operate or have other activity related with use of subsoil in accordance with the legislation of the
Republic of Belarus;
Mining enterprise (delf) – an entity that use subsoil for extraction or exploration for mineral resources
and sometimes for their processing;
Mining lease – plot of subsoil provided to subsoil user for mining operations, construction and/or
operation of underground facilities that are not related with extraction of mineral resources.
Article 3. Ownership of subsoil
Subsoil of the Republic of Belarus is the exclusive property of the State.
Subsoil as well as rights to use them cannot be a subject of purchase, sale, donation, inheritance,
deposit, guarantee, and cannot be alienated in other forms.
The Republic of Belarus through authorised state bodies within their scope of competence owns, use
and manages the subsoil in the interests of the State, if it does not damage the environment nor violate
legal rights of people residing on this territory.
Article 5. State bodies on regulation of subsoil use and their protection
State management of subsoil use and their protection is carried out by the President of the Republic of
Belarus. Ministry Council of the Republic of Belarus, local councils of deputies, executive and regulatory
41

See http://www.pravo.by/webnpa/text.asp?RN=HK9700103.
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bodies, as well as the Republican body on state regulation of subsoil resources and protection of
environment and the Republican body on state regulation of supervision on operational safety in industry
and nuclear energetics and their regional department within scope of their competence.
Article 12. Types of subsoil use
Subsoil can be used for:
- […] geological survey;
- Mining operations;
- Subsoil could be used for geological survey (exploration, prospecting) and mining operations
simultaneously. In this case the mining operations could be performed during the geological survey as
well immediately after completion of the survey.
Article 13. Terms of subsoil use
- Mining operations – until 20 years;
- Simultaneous operations – until 25 years.
If case of necessity the period of temporary use of subsoil can be extended for the period but no
longer than terms stipulated in Point 4 of this Article. The extension of the period of temporary use of
subsoil is executed by the body provided the subsoil for use by the request of the subsoil user.
Period of subsoil use is counted form the date of their provision for use. Time required for putting the
subsoil suitable for further utilisation could be also included in the period of subsoil use.
Article 14. Bases for provision of plots of subsoil for use
Provision of subsoil for use bases on decision of local councils of deputies for users who have special
permissions (licenses) for cases stipulated by the legislation of the Republic of Belarus.
Provision of subsoil for mining operations as well as for construction and/or operation of underground
facilities not related with mining operations is permitted only after confirmation of reserves and
positive decision of the Sate ecological expertise.
Article 20. Licensing in subsoil use
In cases stipulated by the legislation of the Republic of Belarus on licensing, the use of subsoil can be
carried out only with special permission (licenses).
Article 24. Restrictions, suspension or termination of right to use the subsoil
Rights to use the subsoil can be restricted, suspended or terminated in the interests of national security
and protection of environment.
Right to use the subsoil on the territories of settlements, suburbs, object of industry, transport and
communication can be partly or entirely terminated in cases if such use may create threats for life and
health of people or can cause damage to economic entities or environment.
Article 44. Discoverers
Individuals or entities, discovered minerals, rare geological object of mineralogical, palaeontological
or other unique nature, that has scientific, cultural, industrial or other value on earlier unexplored
sectors and who justified their prospecting works for certain mineral, have the right to register that
plot in the Republican body of state regulation of natural resources and environmental protection.
Upon confirmation of this discover based on further geological study these individuals or entities
acknowledged as Discoverers.
Individuals or entities, discovered and/or explored the new deposits of mineral resources that has
significant industrial value, or revaluated existing deposits that allowed significantly increase their
industrial value, have the right to State reward.
Procedures and conditions of acknowledging as discoverers of individuals and entities discovered
and/or explored new deposits of mineral resources, and their receipt of State reward as well as for
those who revaluated existing deposits that allowed significantly increase their industrial value, is set
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by the Regulation on discoverers of significant deposits of mineral resources approved by the
Ministry Council of the Republic of Belarus.
Article 45. Type of payments for use of subsoil
Use of subsoil is paid. Payments for use of subsoil are of the following types:
- Assessments for exploration and prospecting of deposits of mineral resources;
- License fees and payments for issuance of permissions to use subsoil;
- Payments for extraction of mineral resources (use of natural resources);
- Payments for use of subsoil not related with mining operations;
- Assessments for geological survey financed by the State budget;
- Assessments for collection of objects of mineralogical, palaeontological or other unique geological nature;
- Payments for use of geological information obtained through State financing.
Article 57. International agreements in field of subsoil use and their protection
If international agreement of the Republic of Belarus sets other rules than stipulated by the legislation
of the Republic of Belarus on subsoil, then the rules of the international agreements are applied.

II.1.12. List of Sector-specific laws, such as Laws on Electricity, Gas, Oil,
Prospective Works for Natural Resources, Energy Efficiency, etc.
Main regulatory acts of the Republic of Belarus regulating the activities of natural
monopolies in the sphere of supply, transportation and storage of natural gas, are:
•

Law of the Republic of 04.01.2003 No. 176-3 “On gas supplies”. This law defines
organisational frameworks for the regulation of relations in the sphere of gas supplies. It
aims at the establishment of conditions ensuring gas supplies to the consumers;
Law of the Republic of Belarus of 09.01.2002 No. 87-3 “On trunk pipeline transport”.
This Law defines organisational frameworks for the regulation of relations in the sphere
of trunk pipeline transport used for the transportation of natural gas;
Law of the Republic of Belarus of 16.12.2002 No. 162-3 “On natural monopolies”. This
law defines legal frameworks for the regulation of relations emerging in the spheres of
activities of natural monopoly subjects on commodity markets of the Republic of Belarus;
Decree of President of the Republic of Belarus of 19.05.1999 No. 285 “On certain
measures to stabilise prices (tariffs) in the Republic of Belarus”. This Decree defines the
list of goods (works, services), prices (tariffs) which are regulated by the republican
governance authorities;
The Law “On electricity” does not exist in the legislation of the Republic of Belarus.

•

•

•

•

II.2.

Participation in International Organisations and/or Conventions

II.2.1.

International Treaties Entered into Force by the Republic of Belarus
Country

Signature date

Entry into force

Bilateral treaties and agreements on mutual promotion and protection of investments
1
2
3
4
5
6

Algeria
Armenia
Austria
Bahrain
Belgium
Bosnia and Herzegovina

26.05.2001
16.05.2001

10.02.2002
01.06.2002
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7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

Bulgaria
China
Croatia
Cuba
Cyprus
Czech Republic
Denmark
Egypt
Finland
France
Germany
Greece
Hungary
India
Iran
Iraq
Israel
Italy
Jordan
Korea
Kuwait
Kyrgyzstan
Latvia
Lebanon
Libya
Lithuania
Luxembourg
Macedonia
Moldova
Mongolia
Netherlands
North Korea
Oman
Pakistan
Philippines
Poland
Portugal
Qatar
Romania
Saudi Arabia
Singapore
Slovenia
South Africa
Spain
Sudan
Sweden
Switzerland
Syria
Tajikistan
Tunisia
Turkey
Ukraine
United Arab Emirates
United Kingdom
United States (agreement)
United States (treaty)
Vietnam
Yemen
Yugoslavia (former)

61
21.02.1996
11.01.1993
26.06.2001
08.06.2000
29.05.1998
14.10.1996
20.03.1997
09.06.2006
28.10.1993
02.04.1993

11.11.1997
14.01.1995
09.03.1998
09.04.1998
05.11.2004 (ratif.)
18.01.1999
23.09.1996

14.07.1995

23.06.2000

11.04.2000
25.07.1995

12.08.1997

22.04.1997
10.07.2001
30.03.1999
03.03.1998
19.06.2001
01.11.2000
05.03.1999
09.04.2002
20.06.2001
28.05.1999
28.05.2001
11.04.1995
30.06.2006

09.08.1997
11.11.2001
21.12.1998
23.02.2002
12.05.2002
19.11.1999
27.01.2002
01.08.1996

22.01.1997
16.04.1992

21.04.1993

17.02.2001
31.05.1995

08.01.1997

15.05.2000
18.10.2006
19.12.2006
20.12.1994
28.05.1993
11.03.1998
03.09.1998
08.08.1995
14.12.1995
27.03.2000
01.03.1994
24.06.1992
15.01.1994
08.07.1992
18.07.2003
06.03.1996

13.01.2001

01.11.1996
13.07.1994
01.10.1998
25.08.1999
28.02.1997
11.06.1997
16.02.2001
28.12.1994
24.06.1992
24.11.1994
25.01.1997
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Multilateral treaties
1
2
3
4
5

Convention on the Settlement of Investment Disputes
between States and Nationals of other States of March 18,
1965
Convention on the Establishment of the Multilateral
Investment Guarantee Agency of October 11, 1985
Agreement on Co-operation in the Area of Investment
Activities (CIS)
European Energy Charter of December 17, 1994
Convention on the Protection of Investors’ Rights (CIS)

II.2.2.
№
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

10.07.1992

09.08.1992

13.08.1992

03.12.1992

24.12.1993

21.11.1994

17.02.1994
28.03.1997

21.01.1999

International Treaties on Trade and Economic Cooperation
Country

Armenia
Armenia (free trade)
Austria
Azerbaijan
Bangladesh (negotiation)
Bulgaria
China
Commonwealth of Independent States (free trade zone)
Cuba
Cyprus (economic cooperation)
Cyprus (trade)
Czech Republic
Denmark
Egypt
Egypt
Estonia
European Union (interim agreement on trade)
European Union (Partnership and Cooperation Agreement)
Federal Republic of Germany (former)
Finland
Hungary
India
Indonesia (economic cooperation)
Indonesia (trade)
Iran
Iraq
Israel
Italy
Kazakhstan
Kazakhstan (free trade)
Kuwait
Kyrgyzstan
Kyrgyzstan (free trade)
Latvia
Lebanon
Libya
Lithuania
Macedonia
Moldova
Moldova
Moldova (free trade)
Mongolia
Netherlands
North Korea

Signature date
24.12.1993
18.01.2000
02.10.1992
24.12.1993
21.02.1996
20.01.1992
15.04.1994
03.09.2000
14.04.1997
14.04.1997
08.021994
07.11.1994
20.03.1997
16.06.1998
31.07.2001
25.03.1994
06.03.1995
02.04.1993
20.05.1992
11.12.1991
14.05.1993
12.05.2000
12.05.2000
11.05.1994
27.07.1999
19.10.2000
13.04.1992
16.09.1992
23.09.1997
25.05.1992
04.11.1991
30.03.1999
21.02.1994
19.06.2001
07.06.2000
13.12.1994
20.06.2001
29.10.1991
16.06.1993
10.09.1998
24.01.1992
10.04.1995
30.06.2006

Entry into force

01.02.1995
24.12.1993
27.05.1996
10.01.1992
30.12.1994
Provisional
08.12.1997
07.12.1997
08.02.1994
07.11.1994
20.10.1998
18.04.1999
30.04.2002
08.11.1993
21.03.1993
11.12.1991
14.05.1993
11.01.2002

01.01.1993
02.10.1998
18.07.1994
01.01.1992
13.10.2000
17.02.1995
01.01.1992
12.12.1994
29.01.1999
24.01.1992
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45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

Pakistan
Poland
Poland (cross-border cooperation)
Qatar
Romania
Russian Federation
Russian Federation (areas of trade and economic cooperation)
Russian Federation
(customs union and common economic space)
Russian Federation (customs union)
Russian Federation
(free trade regime without exceptions and restrictions)
Russian Federation (free trade)
Slovak Republic
Slovenia
South Africa
Sweden
Switzerland
Syria
Tajikistan
Tajikistan (free trade)
Turkey
Turkey (trade in textiles)
Turkmenistan
Ukraine
Ukraine (free trade)
United Arab Emirates
United Kingdom
United States (with USSR)
Uzbekistan
Vietnam
Yugoslavia (former)

II.2.3.
№
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

63
05.05.1997
10.10.1991
24.04.1992
17.02.2001
28.04.1992
23.03.2007
27.02.1996
26.02.1999

05.05.1997
10.06.1992
20.10.1992
31.07.1992
28.06.1996
23.12.1999

06.01.1995
06.01.1995
13.11.1992
10.02.1994
03.06.1991
23.10.2000
10.03.1994
28.05.1993
11.03.1998
27.12.1993
03.09.1998
08.09.1993
02.12.1997
10.12.1993
23.12.1993
26.03.2000
01.03.1994
01.06.1990
21.01.1993
19.03.1992
06.03.1996

20.04.1993
10.02.1994
03.06.1991
01.07.1994
01.08.1994
01.09.1998
01.01.1994
01.12.1993
01.06.1998
01.01.1994
23.12.1993
05.10.2006
23.11.2000
01.03.1994
16.02.1993
19.04.1994
19.04.1997
20.09.1996

List of Bilateral Treaties (Agreements) on Avoidance of Double Taxation
Country

Armenia
Austria
Azerbaijan
Bahrain
Belgium
Bosnia and Herzegovina (negotiations)
Bulgaria
Canada (with USSR)
China
Croatia
Cuba
Cyprus
Czech Republic
Denmark (with USSR)
Egypt
Estonia
Finland
France (with USSR)
Georgia
Germany
Hungary
India
Indonesia

Signature date
19.07.2000
16.05.2001
09.08.2001
27.10.2002
07.03.1995
29.01.2007
09.12.1996
13.06.1985
17.01.1995
11.06.2003
31.07.2006
29.05.1998
14.10.1996
21.10.1986
16.08.1998
21.01.1997
31.08.2006
04.10.1985
16.01.1998
30.09.2005
19.02.2002
27.09.1997
06.05.1998

Entry into force
19.11.2001
24.04.2002
29.04.2002
30.04.2003 (ratified)
13.10.1998
17.02.1998
03.10.1996
24.06.2004
12.02.1999
15.01.1998
27.05.1999
22.07.1998

31.12.2006
24.06.2004
17.07.1998

Legislative framework for energy investment
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71

Iran
Israel
Italy
Japan (with USSR)
Jordan
Kazakhstan
Kuwait
Kyrgyzstan
Latvia
Lebanon
Lithuania
Luxembourg
Macedonia
Malaysia (with USSR)
Moldova
Mongolia
Netherlands
North Korea
Norway (with USSR)
Oman
Pakistan
Philippines
Poland
Portugal
Qatar
Republic of Korea
Romania
Russian Federation
Saudi Arabia
Slovak Republic
Slovenia
South Africa
Spain (with USSR)
Sudan (negotiations)
Sweden
Switzerland
Syria
Tajikistan
Thailand
Turkey
Turkmenistan
Ukraine
United Arab Emirates
United Kingdom (with USSR)
Uzbekistan
Venezuela (negotiations)
Vietnam
Yugoslavia (former)

II.2.4.
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14.07.1995
11.04.2000
11.08.2005
18.01.1986
31.08.2006
11.04.1997
10.07.2001
26.06.1997
07.09.1995
19.06.2001
18.07.1995

15.11.2001
29.12.2003
06.04.2006
10.12.1997
27.03.2002
12.05.1998
31.10.1996
29.12.2002
26.06.1996

19.05.2005
31.07.1981
23.12.1994
28.05.2001
26.03.1996
30.06.2006
15.02.1980
13.10.2006
30.10.1998

05.01.2006
28.05.1996
04.12.2001 (ratified)
31.12.1997
15.12.2006
06.04.2006

18.11.1992

01.01.1994

09.11.2006
20.05.2002
22.07.1997
21.04.1995
09.11.2006
12.07.1999

17.06.2003
14.07.1998
21.01.1997
05.07.2000

18.09.2002
01.03.1985
05.01.2007
10.03.1994
26.04.1999
11.03.1998
23.03.1999
15.12.2005
24.07.1996
17.05.2002
24.12.1993
27.03.2000
30.01.1986
22.12.1994
05.01.2007
24.04.1997
30.01.1998

29.12.2003
27.12.1994
28.12.1999
03.04.2002
16.12.1999
04.05.2006
29.04.1998
29.12.2004
30.12.1995
01.02.2001
11.01.1997
26.12.1997
24.11.1998

Membership in International Organisations
Name of organisation

United Nations
United Nations Development Programme
United Nations Environmental Programme
United Nations Economic Commission for Europe
United Nations Conference on Trade and Development

Specialised Agencies of the United Nations

Abbreviation
UN
UNDP
UNEP
ECE
UNCTAD

Date of
accession
1945
1965
1975
1947
1962
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Name of organisation
United Nations Educational, Scientific and Cultural Organisation
World Health Organisation
World Meteorological Organisation
World Intellectual Property Organisation
International Labor Organisation
United Nations Industrial Development Organisation
International Telecommunication Union
International Monetary Fund

65
Abbreviation
UNESCO
WHO
WMO
WIPO
ILO
UNIDO
ITU
IMF

Date of
accession
1954
1946, 1992
1948
1967
1954
1985
1947
1992

World Bank Group
Name of organisation
International Bank for Reconstruction and Development
International Finance Corporation
Multilateral Investment Guarantee Agency
International Development Association
International Center for Settlement of Investment Disputes

Abbreviation
IBRD
WFC
MIGA
IDA
ICSID

Date of
accession
1992
1992
1992
1992
1992

Other International Organisations
Name of organisation
International Atomic Energy Agency
World Trade Organisation
World Customs Organisation
International Science and Technology Center
International Center for Scientific and Technical Information
World Energy Council
International Electrotechnical Commission
International Standardisation Organisation
International Organisation of Legal Metrology
Permanent Court of Arbitration
International Organisation on Economic, Scientific and Technical
Cooperation in Electrical Industry

Abbreviation
IAEA
WTO
WCO
ISTC
ICSTI
WEC
IEC/CEI
ISO
OIML
PCA
INTERELECTRO

Date of
Accession
1957
1993 (obs.)
1993
1993
1993
1992
1993
1993
1994
1962
1993

Regional Organisations
Name of organisation
European Bank for Reconstruction and Development
Euro-Atlantic Partnership Council
Energy Charter
Central European Initiative
Organisation for Security and Cooperation in Europe

Abbreviation
EBRD
EAPC
EnC
CEI
OSCE

Date of
Accession
1992
1997
1991
1996
1992

Bilateral and multilateral energy sector-specific international treaties and agreements
1. Agreement on the Joint Development of a Fuel and Energy Balance for Eurasian
Economic Community Member-States dated September 27, 2006
2. Government of the Republic of Belarus – Agreement between the Government of the
Bolivarian Republic of Venezuela and the Government of the Republic of Belarus on
Energy and Petrochemistry Cooperation, dated July 24, 2006
3. CIS Heads of Government Council – Resolution on CIS Common Electricity Market
Formation, dated November 25, 2005
4. CIS Economic Council – Resolution on the CIS Electric Power Council Regulation, dated
March 11, 2005
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5. CIS Economic Council – Resolution on the Key CIS Energy Efficiency and Energy
Saving Cooperation Areas and Principles, dated March 11, 2005
6. Agreement on Resource Stock Building and Efficient Use to Enable Sustainable Parallel
Operations of CIS Power Systems, dated September 15, 2004
7. Interstate Council of the Eurasian Economic Community – Resolution on EurAsEC
Energy Policy Framework, dated February 28, 2003
8. Ministry of Economy of the Republic of Belarus: Cooperation Agreement between the
Ministry of Economy of the Republic of Belarus and the Ministry of Economy and
Transport of the Republic of Hungary, dated November 7, 2002
9. Agreement on CIS Energy Efficiency and Energy Saving Cooperation, dated October 7, 2002
10. Integration Committee of the Eurasian Economic Community – Resolution No. 128 on
the Energy Policy Council of the EurAsEC Integration Committee, dated July 26, 2002
11. Agreement on CIS Mutual Assistance in the Event of Accidents or Emergencies at CIS
Power Industry Facilities, dated May 30, 2002
12. Government of the Republic of Belarus – Agreement on Economic, Trade and Technical
Cooperation between the Government of the Republic of Belarus and the Government of
the United Arab Emirates, dated March 26, 2000
13. CIS Electricity and Power Transit Agreement dated January 25, 2000
14. Government of the Republic of Belarus – Agreement between the Government of the
Republic of Belarus and the Government of the Russian Federation on the Formation of
an Integrated Power System, dated November 22, 1999
15. Government of the Republic of Belarus – Agreement between the Government of the
Republic of Belarus and the Government of the Russian Federation on Long-Term
Cooperation between Regions, Ministries and Government Authorities of the Republic of
Belarus and the Kaliningrad Region in the Russian Federation, dated October 14, 1999
16. Government of the Republic of Belarus – Agreement between the Government of the
Republic of Belarus and the Government of the Russian Federation on the Regulation of
Transportation, Communication, Power Industry and Gas Sector Tariffs and Prices, dated
April 13, 1999
17. CIS Inter-Parliamentary Assembly – Resolution No. 12-5 on Resource Saving in CIS
Countries at the Turn of the 3rd Millennium, dated December 8, 1998
18. Treaty on Parallel Operations of CIS Power Systems, dated November 25, 1998
19. Government of the Republic of Belarus – Agreement on Power System Interaction
between the States Parties to the Enhanced Economic and Humanitarian Integration
Treaty, dated November 24, 1998
20. CIS Heads of Government Council – Resolution of the Forward-Looking Plan to Develop
CIS Cooperation in Peaceful Uses of Nuclear Energy and Nuclear Installation Safety
Improvements, dated January 17, 1998
21. Government of the Republic of Belarus – Agreement between the Government of the
Republic of Belarus and the Government of the Republic of Lithuania on Facility 500 and
the People’s Friendship HPP, dated February 6, 1995
22. Cabinet of Ministers of the Republic of Belarus – Agreement between the Cabinet of
Ministers of the Republic of Belarus and the Government of the Russian Federation on
Cooperation in Fuel and Energy Development, dated September 1, 1994
23. State Committee of the Republic of Belarus for Safe Work Monitoring in the Industry and
Nuclear Energy Sectors – Cooperation and Interaction Agreement between the State
Committee of the Republic of Belarus for Safe Work Monitoring in the Industry and
Nuclear Energy Sectors and the Safe Work Department of the Government of the
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Republic of Lithuania, dated June 30, 1992
24. Agreement on Key Cooperation Principles for Peaceful Uses of Nuclear Energy, dated
June 26, 1992
25. Agreement on Coordination of CIS Interstate Power Industry Relations, February 14, 1992

II.3.

Exceptions to National Treatment

The legislation of the Republic of Belarus features a number of exceptions to national
treatment for foreign investors, such as:
1. Land plots in private ownership can be provided only to the citizens of the republic of
Belarus permanently residing on the territory of the Republic of Belarus. Land plots can
be provided into ownership to the legal persons of the Republic of Belarus, including
enterprises with foreign investments, during the privatisation of the objects of the state
ownership or during the implementation of the investment projects.
2. Foreign investments in the assets of legal persons that have the monopoly position in the
market of the Republic of Belarus are not allowed without consent of the authorised bodies.
3. Certain types of activities, the list of which is established by the legislative acts of the
Republic of Belarus, can be carried out by a commercial organisation with foreign
investments only on the grounds of special approvals (licenses).
4. When procurements for goods and services are being made from the republican budget
and external state loans, and when those are carried out on the basis of a competition, a
preferential adjustment amounting to 15% is applied during the evaluation of tender
proposals of domestic producers.

General energy policy of the country
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GENERAL ENERGY POLICY OF THE COUNTRY42

The energy sector has played a key role in supporting Belarus’s recovery over the past
decade. Furthermore, discounted energy import prices together with relatively high retail
tariffs and good collections allowed the sector to meet to some extent its rehabilitation needs
and also support other government priorities such as the expansion of the gas distribution
network and energy efficiency investments.
However, raising prices for imported energy resulted in reducing the margins that have allowed
the energy sector to finance its investments directly from cash flows. This situation underlines the
necessity of attracting additional investment and credit resources for the development of power
industry. Belarus should also carry out measures to reduce its historically excessive dependence
on energy imports from Russia and thus strengthen energy security.
The need for action in these areas has been recognised by the government and has been
reflected in a number of strategic programmes that outline the government strategy and
develop concrete action plans to modernise the energy sector, improve energy efficiency, and
increase the use of domestic energy resources. The main energy sector strategic documents
developed by the government in the past years are as follows:
•
•

•
•
•

The concept of energy security and raising energy independence of the Republic of Belarus;
State Comprehensive Programme for Modernisation of Basic Production Assets of
Belarus Energy System, Energy Saving and Enhanced Use of Local Fuel and Energy
Resources for 2006-2010;
National Energy Saving Programme for 2006-2010;
Main Areas of Belarus Energy Policy for the Period up to 2015;
Target Programme of Ensuring Generation of at least 25% of Electricity and Heat from
Local Fuels and Alternative Energy Sources in Belarus for the Period up to 2012.

At the time of independence in 1991, Belarus inherited extensively developed electricity, gas,
and district heating sectors, and significant oil transit and refining capacity. The country,
however, is endowed with only limited indigenous energy resources and is, therefore, heavily
dependent on imports of primary energy fuels, essentially all from Russia. In 2005, net
imports accounted for 86% of Belarus’s total primary energy consumption.
The country, however, also enjoys a strategic location between Russia and the European
Union. This allows Belarus to play a key role as a transit route for energy exports from
Russia to European markets. This role takes the form of both the outright transit of oil and
gas and that of converting crude oil supplied from Russia into refined product exports.
To obtain an understanding of the key issues that Belarus faces with regard to its energy
sector, it is instructive to look at an analysis of the sector’s strengths, weaknesses,
opportunities, and threats (SWOT).
The risk of energy import price shocks underscores the vulnerability of the Belarus energy
sector and the need for policy measures to improve the sector’s ability to attract finance,
improve efficiency, and strengthen overall energy security.
Energy exports and imports have substantial macroeconomic implications for Belarus. The
cost of energy imports amounted to about 19% of country GDP in 2005. Revenues stemming
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from energy exports (largely dominated by petroleum products) reached 18% of GDP the
same year. Though the revenues from energy exports largely offset the cost of energy
imports, the latter, especially natural gas imports, do cause a significant strain on the Belarus
trade balance.
Table 9: Belarus energy sector SWOT analysis
Strengths
• Location as a transit country
• Geographical proximity to its primary energy supplier
• Extensive wood resources
• Established electricity network
• Established gas transmission network
• Availability of a reliable infrastructure for supply,
transit and export of oil and refined products
• Export refining capacity

Weaknesses
• Limited indigenous energy resources
• High dependence on imported energy
• Very heavy dependence on Russia as a
supplier of primary energy
• Aging physical infrastructure
• Limited oil and gas storage
• A weak legislative and regulatory framework
• Limited commercial focus

Opportunities

Threats

• Increased production of domestic resources
(primarily wood)
• Diversification of energy supply sources
• Expanded transit activities and increased transit revenues
• Increased security of domestic supply as a result of
expanded storage facilities
• Private sector participation

• Disruption in energy supplies from Russia
(particularly gas) [or]
• Cutting down energy supplies from Russia
(particularly gas)
• Higher energy import costs
• Pressures on fiscal revenue streams as a result
of explicit and implicit subsidies

Source: “Belarus: Addressing Challenges Facing the Energy Sector”, Infrastructure Department,
Europe and Central Asia, World Bank, with amendments
(http://siteresources.worldbank.org/BELARUSEXTN/Resources/BelarusEnergyReview_July2006-full.pdf)

The Republic continues the practices when the electricity is provided to the consumers in
accordance with one- and two-rate tariffs that are regulated by the Ministry of the economy.
These tariffs are uniform for the territory of the Republic and are differentiated between the
groups of consumers.
Thermal energy is provided in accordance with one-rate tariffs that are differentiated between
the Republics’ provinces and groups of consumers. The Ministry of the economy also
regulates these tariffs. In gas pricing the principle ‘cost plus’ is applied taking into account
the purchase price from “Gazprom” (Russia) and the cost of transit of gas through the
territory of the Republic.
The structure of consumption of fuel and energy resources by different sectors of the
Republic’s economy is provided in Table 10.
The cross-subsidies system still exists when the tariffs on electricity, thermal energy and gas
are being formed, which undoubtedly negatively impacts the economic state of the industrial
consumers and the economy of the Republic as whole.
Major principles of the pricing policy in the fuel and energy complex:
1. Tariffs on all types of energy should provide a good balance of social and economic
interests of producers and consumers;
2. Prices and tariffs on fuel and energy resources should provide self-financing for the
functioning and development of enterprises of the fuel and energy complex;
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3. The level of tariffs on electricity and thermal energy, as well as prices on fuel should
create economic conditions that ensure the introduction of energy-saving technologies in
the production processes of the consumers;
4. In the course of implementation of the plans on structural restructuring of the economy as
whole, formation of a full-fledged energy market and its infrastructure the extent of the
state control should be eased, and competition between producers and suppliers of energy
should become the main cost reduction mechanism.
There is work underway in the Republic to eliminate “cross-subsidising” during the setting of
prices and tariffs on electricity and thermal energy, as well as gas fuel. While taking adequate
measures to protect low-income groups of the population there is a need for an orderly system of
providing benefits to individual categories of consumers for the use of energy in the direction of
its gradual reduction. This problem is planned to be completed in the coming future.
Table 10: Energy demand structure
1998

1999

2000

2001

Mln toe

%

Mln toe

%

Mln toe

%

Mln toe

%

2001 vs. 2000
in %

13.79

39

14.02

39.3

13.35

40.5

13.75

40.6

103.0

Electricity

2.15

6

2.5

7.0

2.56

7.8

2.7

8.0

105.5

Fuel

1.78

5

1.64

4.6

1.82

5.5

1.83

5.4

100.5

Ferrous metallurgy

0.47

1.3

0.5

1.4

0.6

1.8

0.61

1.8

101.7

Chemical and
petrochemical

3.11

8.8

3.37

9.5

2.77

8.4

2.86

8.4

103.2

Mechanical engineering
and metal-working

1.56

4.4

7.71

21.6

1.62

4.9

1.49

4.4

92.0

Forestry, woodworking,
cellulose & paper
production

0.67

1.9

0.76

2.1

0.63

1.9

0.72

2.1

114.3

Construction materials

1.54

4.4

1.1

3.1

1.05

3.2

1.12

3.3

106.7

Light

0.5

1.4

0.5

1.4

0.47

1.4

0.47

1.4

1000.0

Food

1.27

3.6

1.42

4.0

1.33

4.0

1.29

3.8

97.0

Other sectors

0.74

2.1

0.52

1.5

0.5

1.5

0.66

1.9

132.0

Construction

0.62

1.8

0.6

1.7

0.45

1.4

0.48

1.4

106.7

1.7

4.8

1.86

5.2

1.72

5.2

1.85

5.5

107.6

3.25

9.2

2.68

7.5

3.42

10.4

2.2

6.5

64.3

13.56

38.3

13.54

38.0

12.41

37.6

13

38.4

104.8

1.26

3.5

1.51

4.2

1.29

3.9

1.23

3.6

95.3

34.18

96.6

34.21

95.9

31.64

96.0

32.51

96.0

102.7

1.21

3.4

1.45

4.1

1.33

4.0

1.35

4.0

101.5

35.39

100

35.66

100

32.97

100

33.86

100

102.7

Industry, including

Transport and
communications
Agriculture
Communal and
household sector
Other sectors
TOTAL
As raw materials
TOTAL
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MARKET STRUCTURE AND PRIVATISATION BY SUBSECTOR

Overview
The fuel and energy complex (FEC) plays a special role in the economic development of any
country since not a single sector can function without its products. FEC is based on the extraction
and use of such basic energy commodities as oil, coal, natural gas, nuclear fuel and hydropower.
The basis of the fuel balance in Belarus is formed by natural gas and liquid oil-based fuels.
Almost of the natural gas and almost 90% of oil for domestic consumption is imported from
Russia. Belarus produces 1.6 mln tons of oil annually and approximately 0.5 mln tons of coal
equivalent in the form of associated gas.
Institutionally, oil, gas and electricity sectors of the Belarusian FEC are separated. The first one is
part of the Belneftekhim concern, whereas the other two are parts of the Ministry of energy of the
RB. Besides domestically produced oil local energy resources also include peat and firewood,
used on a small scale. The share of coal, imported in small amounts from Ukraine, Russia and
Poland, and hydropower is insignificant, whereas nuclear fuel is not used at all.
Generation of electricity and heat in the energy system of Belarus is 96% natural gas-based,
whereas the other 4% is generated using furnace oil, which is a reserve fuel. Coal is used in
municipal boiler houses to produce thermal energy.
There is an extensive system for trunk transportation and distribution of natural gas and oil as
well as extraction and transportation of own oil. There are two oil refineries, located in
Mozyr and Novopolotsk. Furthermore, Belarusian FEC includes the system of transit
transportation of natural gas and oil to the West.
The Belarusian electricity system generates approximately 80% of consumed electricity and
approximately 50% of consumed thermal energy, the latter and combined heat and power plants
(CHP). The remaining 20% of electricity is supplied from Russian and Ukraine whereas thermal
power is also generated at boiler houses belonging to industrial enterprises, utilities, etc.
In 2000-2005 the share of products of the enterprises of the FEC of the Republic of Belarus
in the total export portfolio of the country has been growing steadily and exceeded 20% of its
aggregate import. As a result mid-term development strategies of the largest enterprises of the
national FEC started to have a decisive impact not only on the domestic market, but also on
the dynamics of foreign trade of Belarus.
Figure 5 highlights the export of energy products in the export profile of the Republic of Belarus
in 2000-2005 (excluding energy services – services on transportation of oil and gas through the
territory of Belarus). Energy exports in 2005 exceed 2000 levels 3.82 times, while exports of
other commodities grew 1.78 times. Accelerated export growth rates of FEC enterprises led to an
increase of their share of total exports from 19.6% in 2000 to 26.5% in 2004 and 34.4% in 2005.
Figure 5: Structure of commodities export from the Republic of Belarus in 2000-2005
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The main energy products exported by Belarus are oil products, oil, petroleum gas and
hydrocarbon gases, electricity and peat. The structure of energy exports in 2005 is shown
in Figure 6.
The main exporter of Belarusian energy commodities is Belneftekhim which accounts for
approximately 32.3% of the value of exports. Concerns Belenergo (export of electricity) and
Beltopgaz (export of peat), which are part of the Ministry of Energy of the Republic of
Belarus, are responsible for less than 2% of all export revenues related to the trade in energy
commodities.
Figure 6: Export of energy products in 2005
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Figure 7 highlights the import of energy products in the structure of import of commodities of
the Republic of Belarus in 2000-2005. On the whole growth rate of the import of energy
commodities has been 2.12 times as compared to 1.76 times in the non-energy imports. On
the whole, the share of imported energy commodities in the total import of Belarus in 2005
came up to 32.7%.
Figure 7: Energy imports vs. total imports in 2000-2005
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Key items in the structure of energy imports are oil, natural gas, oil products and electricity.
The share of coal is insignificant (less than 0.5%). The structure of energy imports in 2005 is
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shown in Figure 8. Concern Belneftekhim was responsible for 82.1% of energy imports in
2005. Concerns in the structure of the Ministry of Energy of Belarus are accountable for
17.9% of all energy imports. All imported fuel and energy resources in Belarus come from
the Russian Federation, amounting to 18% of the GDP in 2005.
Figure 8: Energy imports in 2005
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The infrastructure of Belarus and its geographical proximity to Russia makes it possible to
argue that in the nearest future Russian Federation will remain to be the main source of FER
supplies for Belarus. As the performed analysis shows, the value of imports of energy
commodities is partly compensated by the revenues from their export. The ratio between the
energy imports and energy exports is shown in Figure 9. In 2000-2005 a sustained trend of
growth of the ratio between FER imports and exports has been observed, and the value of
energy commodities exported by Belarus exceeded the value of their imports for the first
time. For the first time in the history of independent Belarus a positive foreign trade balance
was accomplished in 2005 in the amount of $296.4 mln (in 2004 the balance was negative in
the amount of $1 495.3 mln).
Figure 9: Energy exports vs. energy imports in 2000-2005
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The improved efficiency of export-import transactions in the energy sector is the result of a
targeted effort by the main exporter of energy commodities – concern Belneftekhim – to
achieve better refined product yield in crude oil refining and to optimise its foreign trade
strategy, and of a successful policy followed by the major importers – organisations of the
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Ministry of Energy of Belarus – towards the rationalisation of energy consumption and
energy saving:
•
•

Export-import relations in the sphere of oil and oil products;
Import of oil in Belarus is performed through the Russian transport system belonging to
Transneft via the oil pipelines Druzhba and Surgut-Polotsk. On the basis of the latter
Belarus offers services to Russia and Kazakhstan in transiting oil to other countries. With
the help of two oil refineries, in Mozyr and JSC Naftan, oil products are produced and
exported to many countries around the globe.

The Gomel and Novopolotsk oil transport enterprises of the Druzhba pipeline system are
nowadays an infrastructural element of a transcontinental energy corridor used for the export
of Russian oil to the traditional sale markets in the EU. The European direction is of
paramount importance for Russia since historically the very markets of Central and Western
Europe were the target markets for oil exports from the RF. Today the European oil market
accounts for 98% of the entire export volume of Russian oil to foreign countries. In the
structure of net import of oil of the “traditional” European countries (EU-15) Russia accounts
for 33%, and in the structure of net imports of Europe-27 countries (EU-25 plus Bulgaria and
Romania) – approximately 50% of supplies. Russia is therefore the largest oil supplier for
Europe (the share of the Middle East in the structure of oil imports in the EU-27 countries
is 26%, Africa – less than 22%).
Infrastructure of the export logistics schemes, the basis of which was formed in the Soviet
times, continues to evolve, and by doing that it creates competition between alternative
export routes: continental (Central-European through the Druzhba pipeline), the Baltic route
(Baltic pipeline system, transshipment terminal in the port of Primorsk) and the Black Sea
option (a system of oil pipelines to transshipment terminals of the Black Sea). Distribution of
export flows between these routes is 40%-20%-40% respectively. Thus Belarusian
enterprises servicing the most intensive artery of the system of trunk oil pipelines Druzhba
are a key element ensuring reliability of export supplies for up to 40% of Russian oil to the
European markets.
Development of the global oil refining industry in the recent years is characterised by an
increased depth of oil refining and stricter environmental requirements to oil products.
A change of qualitative characteristics of the produced fuels is observed (from gasoline to
furnace oil) through the development and introduction of new oil refining technologies
that make it possible to obtain the maximum quantity of motor fuels and raw materials for
oil-based chemicals production. At the same time the problems of obtaining
environmentally-friendly oil products and minimisation of negative environmental impact
are being addressed simultaneously.
The republican export of oil products is directly dependent on the volume of oil purchased
from the Russian Federation, agreed on the intergovernmental level. JSC Naftan exports
products to the Baltic countries with further transfer to Norway, Great Britain and the
Netherlands. Core markets of the Mozyrsky Oil Refinery OJSC are countries of Eastern and
Central Europe and the CIS. Markets of the above mentioned regions are important because
of stability and relatively low cost of transportation.
One of the main directions for the improvement of export capacities of the oil complex is
increased depth of oil refining which will in turn improve output of quality light oil products.
In the beginning of the 1990s maximum depth of refining of raw materials at the
Novopolotsk and Mozyr oil refineries was at the level of 52%. To improve the export
potential it is planned to improve the depth of oil refining at the Novopolotsk refinery
to 90%, and the Mozyr refinery – to 92.5%. The quality of products will satisfy global
standards which in its turn will provide an opportunity to build the export potential of

Market structure and privatisation by subsector

75

enterprises taking into account the fact that the price of light oil products is much higher than
that of furnace oil. In this connection serious attention is to be given to the modernisation of
the equipment of oil refineries which will promote improvement of their export potential.
The problem of the development of an export-import policy in the Republic of Belarus is of
paramount importance. In light of its favourable geographical location between Russia as the
exporter of raw materials and Western Europe as the consumer of these resources, Belarus is
to derive significant economic benefits. Belarus may offer not only services on the export of
energy resources – it can export electricity and oil products itself. In this connection main
lines of work in the implementation of an export-import strategy should be:
•

•

•

•
•

•

•

•

•

creation of preferential conditions for implementation and priority state budget financing
for projects in the sphere of energy import-replacement, development of export-oriented
energy infrastructure;
improving legislative and regulatory framework in the sphere of regulation of foreign
trade by enterprises of the fuel and energy complex to improve their competitiveness on
the FER markets;
preparation and implementation of energy and energy-saving projects jointly with foreign
investors as well as projects to create alternative sources of energy on the principles of “free
economic zones” to attract investments, new technologies and to achieve a fuller utilisation of
the scientific and industrial potential of Belarusian enterprises in these projects;
improving the economic mechanism of the FEC by creating an effective system of cost
management for energy enterprises and reforming the organisational structure of the complex;
a shift towards strategic principles of contractual relations in the sphere of energy
including that through the development and signing of long-term agreements for the
supply of FER including supplies in special conditions;
participation on the energy exchange markets and in international projects on
transportation of all types of energy through the territory of the republic (for instance,
East-West energy bridge, the Baltic energy ring etc.) to strengthen geopolitical
importance of Belarus and ensure advantages on the FER markets;
adapting the existing legislative and regulatory framework as well as further development
of the legal framework for operations of the FEC taking into account the provisions of
GATT/WTO and the Energy charter;
consideration of opportunities for the establishment of a state (or) intergovernmental
system of insurance for FEC main assets that would reduce risks related to investing or
borrowing under FEC projects or leasing;
construction of terminals to store reserves of strategic commodities for the FEC in the
volumes necessary for the required level of energy security.

Figure 10 illustrates the overall line of reporting in the energy sector of Belarus.

Market structure and privatisation by subsector

76

Figure 10: Line of reporting in the energy sector of Belarus
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Oil

Oil deposits on the territory of the Republic are located in a single oil and gas basin, the Pripyat
depression, which covers approximately 30 000 km2. About 110 mln tons of oil and 12 bln cubic
meters of associated (casing-head) gas have been produced in the basin since the beginning of
exploitation. Production peaked in 1975 at just under 8 mln tons. This kind of exploration was
unpractical and therefore the output declined rapidly to just 2 mln tons in 1985, not much
different from today’s levels. Remaining oil reserves of industrial (recoverable) categories
amount to some 60 mln tons (in-place reserves are about 190 mln tons), and those of associated
gas – about 35 bln cubic meters.
Approximately 50 out of total of 70 known fields are producing oil. At current extraction
rates, reserves in these fields should last about 17 years. Reserves at fields where production
is difficult (high water cut, viscous oil, etc.) are estimated to have a longer life span – about
30 years. In 2005-2006, oil production stood at 1.78 mln tons, marginally lower than in 2004
(1.8 mln tons). Production of associated gas runs at around 220 mln cubic meters annually.
Production of both oil and gas is expected to decline after 2010 as known fields become
depleted, unless discoveries replenish or even expand the reserve base.
All the activities related to prospecting, exploration and production of oil and associated gas
in the country are carried out by the government-controlled concern “Belneftechim” via the
republican unitary enterprise “Belarusneft” (established in 1966). PO Belarusneft exports
about 50% of its oil output.
Additional potential oil and gas resources are estimated at 150 mln tons of oil and 21 bcm of gas.
Given the size and the quality of remaining reserves of conventional hydrocarbons, it will be
impossible to buck the trend towards depletion of known reservoirs and falling output without
stepping up exploration activities. Recent exploration has been intensified and some success has
been registered in 2005 (two fields discovered – Denisovich and Novo Korenev – total about
1.16 mln tons of oil) and 2006 (one field discovered – Kotelnikov). Exploration is now carried
out in areas previously dismissed because of their assumed low potential, such as the Orsha and
Podlyasko-Brest depressions and the central zone of the Pripyat depression, where the Kotelnikov
field was discovered in 2006. Drilling now runs at about 100 000 meters annually, sometimes
targeting deep, yet unpenetrated horizons, down to 6 000 m.
Significantly, Belarus is now using modern production technologies that are capable of
extending the life of known fields and tapping into known marginal reserves. Over the recent
decade, the application of new technology has added some 0.4-0.5 mln tons of reserves at
known fields. Of particular importance are hydrofracturing, acid treatment and chemicals
flooding, which allow more oil to be produced from fields previously shut down or
considered marginal. Wells producing just 3-7 barrels per day and previously abandoned
have been brought back onstream.
Even in case exploration is successful in finding new fields and technology helps reserve
growth however, it is highly unlikely that Belarus would be able to provide for its supplies oil
and gas out of its own resources, i.e. the country will be a net importer of both oil and
(especially) gas for the foreseeable future. Belarus own production covers only about 30% of
domestic oil consumption. For this reason, the Government is seeking ways to access oil and
gas resources on the territory of the Russian Federation and other countries, so that oil
produced there could be delivered to refineries in Belarus and refined products would be sold
domestically and on export markets.
Republic of Belarus considers diversifying oil supplies from other regions and producing oil
outside Belarusian territory. Options for oil prospecting, exploration and production for
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Belarus are Russia, Venezuela, and Iran. Production of oil in the regions of Caspian Sea and
the Persian Gulf is also considered.
The Government of Belarus intends to continue pursuing its strategy of stepping up domestic
petroleum exploration and production, restraining the rate of production decline, and at the same
time seeking opportunities for Belarus enterprises in petroleum operations in other countries.
An option is to reverse the flow of some existing oil pipelines to the Baltic Sea (Butinge) which
have not been used since 2003, and thus secure additional routes for oil supplies.
IV.1.1. Oil Refining Industry
There are two major oil refinery plants (Mozyr and Novopolotsk-JSC “Naftan”) in the
Republic with installed primary processing capacity of 18 and 22 mtpa accordingly. As a
result of the decommissioning of some units during the 1990s, actual primary distillation
capacity at both plants is currently around 24 mtpa (about 12 mtpa at Mozyr and 11.6 mtpa at
JSC “Naftan”), which exceeds domestic demand and makes possible the export of significant
volume of refined products.
Actual throughput stood during the 1990s at about 12 mtpa and increased to about 20 mtpa by
2005-2006, split approximately 50/50 between the two refineries. Russian firms found the
terms and conditions for processing of crude oil in Belarus attractive due to the low fees and
the possibility to export the products. The two refineries also import oil on their own account
and sell the products on the domestic and export markets. The favourable terms of crude oil
processing and refined products exports contributed to a considerable growth of refinery
throughput in Belarus since 2000. In 2006, Belarus refineries processed about 21.3 mln tons
of crude, some 7.5% more than in 2005 (19.8 mln tons). About 65-70% of the throughput
in 2006 was under processing contracts. Refinery throughput in 2004 was 18.45 mln tons,
and in 2003 – 15.77 mln tons.
At the end of 2006, the Russian government, without consulting the government of the
Republic of Belarus, decided to introduce from 1 January 2007 export duty on oil supplied to
Belarus at rates equal to those used for other export destinations.
However, in mid-January 2007, Russia and Belarus reached a new bilateral agreement on the
taxation of crude oil supplies to Belarus, which is intended to provide a firm foundation for this
trade in the coming years. The parties agreed that crude oil supplies to Belarus will be levied
with an export duty equal to 29.3% of the standard rate applicable to Russian exports to other
destinations. Since the export tax as of 1 January 2007 stood at $180.70 per ton (about $24.75
per barrel), this meant a tax of $52.95 per ton ($7.25 per barrel). In compliance to the
agreement, Belarus also harmonised its export duty levied on refined products. In May 2007,
the export duty on light products stood at $117.70 per ton (from 1 June 2007 raised to $147.50
per ton), and for heavy products – at $63.40 per ton (from 1 June 2007raised to $79.40 per ton).
Russia also reserved its right to increase the rate of export duty levied on exports of crude oil to
Belarus in case Belarus breaches the agreement.
The equalisation and synchronisation of crude oil and refined products export taxation in
Russia and Belarus made the refineries in Belarus less attractive. To improve the
competitiveness of refining in Belarus, the Government introduced on 1 March 2007 a
compensatory payment (subsidy) of $36 per ton to the Mozyr refinery and $24 per ton to the
Naftan refinery. The compensatory payment is expected to be increased from June 1, 2007, to
$41.20 per ton for Mozyr and $41 per ton to Naftan, i.e., to about 90% of the export tax
levied in Russia for exports of crude oil in Belarus.
Most of the crude oil imports in Belarus are via pipeline (about 18 mln tons in 2006), but
considerable quantities are also supplied via rail (about 2.8 mln tons in 2006).
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The OAO “Mozyr oil refinery plant” is partially owned by the Russian private oil and gas
company “Slavneft” (42.5% of the shares), the Government of Belarus (42.7%), and an
umbrella company initially established by the employees, but now almost completely
controlled by the Government (MNPZ Plus, 14.8%). In 2004, the Government and Slavneft
agreed to provide funds on 50-50 basis to Mozyr for the construction of a cat cracking unit,
and Mozyr wrote IOUs to a total value of $108.5 mln. In 2006 Mozyr decided to repay the
outstanding debt early.
Most of the oil comes to the Mozyr plant via two pipelines: Russian oil via the Druzhba pipeline,
and Belarus oil via a pipeline from the Rechitsa oil fields. The plant also gets some supplies via
railroad. Commissioned in 1975, the Mozyr refinery is configured by two LK-6U processing
units which are jointly capable of handling some 12 mtpa and producing gasoline, diesel fuel, jet
fuel, LPG and fuel oil. In 1991, one of the units was stopped due to lack of oil for processing, but
was later brought back onstream when more oil became available. Plans call for processing over
12 mln tons in 2009, up from about 10.6 mln tons in 2006.
In 2000-2003, some considerable upgrades were carried out to enable the plant to produce
more light products (up to 80% of output) as compared to its capability at the moment
(up to 50%). In 2006, a contract was let to Volgogradneftemash for manufacturing the
equipment for a diesel fuel hydrotreatment plant at the Mozyr refinery. The contract covers
four units. The order was awarded in a tender, contested by companies from Italy, Japan
and the US. The design of the plant was done by a French firm to modern specifications,
including material that is not available in Russia (thick bimetallic sheets) which will be
imported from France. All contract related work will conform to the ASME international
code requirements. The units will be delivered in August 2007.43
It is also planned to upgrade the Novopolotsk plant (the “Naftan” refinery) in order to achieve
light products output of 80%. A framework contract was signed with Mitsui (Japan)
regarding the reconstruction. The oil comes to the plant through the “Druzhba” and SurgutPolotsk pipelines. The refinery has a capacity of 220 000 bpd (11.6 mtpa) and has a high load
factor (about 91%).
The domestic refined products market is highly regulated. For many years now, the state-run
concern Belneftechim has been establishing maximum oil product prices. The government
also used until 2007 its relationship with the refineries to supply some branches of the
economy (notably agriculture) with fuel at subsidised prices.
In 2005, the Government adopted a new “Concept for Pricing in the Republic of Belarus”,
replacing an earlier version of the document introduced in 1999. Regarding crude oil and
refined products, the Concept states that domestic oil production only partially covers
domestic oil products demand and therefore the domestic price of refined products should be
set by taking into account the cost of supplying oil in convertible currency, the current rate of
exchange of the Belarus ruble to the US Dollar, the cost of processing, the value of tax and
non-tax payments, profits and supply-demand balance. The Concept mandates:
•
•
•

43

The improvement of government regulation of prices of domestic crude oil for
Government use and on refined products produced from such oil;
The introduction of uniform (identical) prices for refined products produced from
domestic and from imported oil;
The set-up of a mechanism of price regulation that will exclude “superfluous” trading
intermediaries.

FSU Oil and Gas Monitor, #4 2007.
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Import prices for crude oil are set based on the framework agreement signed in early 2007
between the Russian oil companies Rosneft, Russneft, LUKoil and TNK-BP and the
Belarusian state-run company Belneftekhim on the supply of oil under a new price formula.
The price will effectively be determined based on the medium world price ARA
(Amsterdam-Rotterdam-Antwerp) relative to Polish ports minus transportation expenses
(including port duties and tanker freight). According to reports, the average price of delivery
to Belarus was around $240 per ton in early 2007.44 At the time, the Government suggested
that a company be formed in the first half of 2007 to engage in oil imports and oil product
sales. The chief task will be to guarantee stable oil supplies to Belarus, including from
alternative sources.
IV.1.2. Transportation of Oil and Supply of Oil Products
Belarus has two state-owned pipeline operating companies, both inherited from Glavtransneft
in 1991. Gomel Oil Transportation Enterprise (RUP Gomeltransneft Druzhba) operates
pipelines to the west and southwest directions, and Novopolotsk Oil Transportation
Enterprise (NRUPTN “Druzhba”) for the north (Belarus-Lithuania) direction. Decisions
concerning plans to increase capacity or build new capacity are taken by (SC)
“Belneftekhim” of which these two oil transportation companies are parts.
The activities of oil pipeline operating companies are regulated in accordance with the Law
on Natural Monopolies of 16.12.2002 No. 162-3, which explicitly prescribes a mechanism for
their regulation by a state regulator. The Law on Natural Monopolies considers oil pipeline
transport operators to be natural monopolies (Article 3). The Law also has certain
requirements for transparency of their activities.
Domestic oil transportation via pipelines is primarily regulated by the Law on Trunk
Pipelines of 09.01.2002 No. 87-3. Article 27 of the Law regulates trunk pipeline
transportation services in accordance with the capacity of the pipelines and actual throughput,
based on the principle of equal access and non-discrimination. Article 6 also stipulates that
transparency of pricing for energy products transportation services by trunk pipelines is one
of the basic principles of trunk pipelines operation.
Also applicable are provisions of the Law on Natural Monopolies of 16.12.2002 No. 162-3
and the Law on Counteraction to Monopolistic Activities and Promotion of Competition of
10.12.1992 No. 2034-XII (edition of the Laws of the Republic of Belarus of 10.01.2000
No. 364-3, of 02.12.2002 No. 154-3).
The supply of oil products to consumers in the Republic is carried mostly out via the oil
supply units of the state concern (SC) “Belneftekhim”. There are 43 oil depots on the territory
of the Republic that receive oil products by railways.
Petrol and diesel fuel are sold at 692 stations, some of which are owned by the SC
“Belneftekhim” and some by private companies (Slavneft-Start, Lukoil, etc.). Belneftechim also
directly supplies large consumers. The market share of Belneftechim is about 80%, but other
companies that are visibly present are Lukoil and Slavneft, who supply crude oil to the refineries.
Trunk oil pipelines link oil refineries with the oil fields in Russia and provide transit services
for crude oil deliveries from Russia to European destinations and Baltic ports. There is a
network of product pipelines which transport refined products to depots and large consumers
in the Republic and abroad.

44
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The Druzhba oil pipeline enters Belarus from Unecha (Russia) at Bodovichi (see Figure 11
and then branches to the west (“northern Druzhba route” via Poland) and southwest
(“southern Druzhba route” via Ukraine) at Mozyr. The pipeline delivers oil from Samara
(Russia) via Bryansk (Russia) to the Mozyr refinery. Most of the oil that is transported via
this line, however, is shipped in transit southwest to the Drogobych refinery (Ukraine) and
then on to destinations in Europe (Hungary, Slovakia, the Czech Republic, Germany), and
west via Brest (Belarus) to the Plotsk refinery (Poland) and Germany.
Figure 11: Crude oil and refined products pipelines in Belarus

Source: Energy Charter Secretariat

A second crude oil pipeline enters Belarus from Unecha (Russia) at Kostuykovichi, leads to
the Naftan refinery at Novopolotsk (where it meets another large diameter pipeline from
Russia), then continues on to Latvia (port of Ventspils) and Lithuania (Mazeikai refinery).
A 40-inch (1020 mm) crude oil pipeline carries oil from Yaroslavl via Velikie Luki (Russia)
to the Novopolotsk (Naftan) refinery in Belarus (where it joins the line from Unecha in
Russia), and then on to the Mazeikiai refinery (Lithuania) and to the Ventspils sea port
(Latvia), branching to these two end points at Birzhai in Lithuania.
The total initial capacity of the main crude oil pipeline systems wa about 135 mtpa (deliveries
to the Mozyr and Novopolotsk refineries and to foreign destinations), but is degraded,
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especially on the 30-40 years old Druzhba lines. Currently the capacity of the Druzhba lines
is about 50 mtpa at the Polish border (nameplate is 72 mtpa) and about 30 mtpa at the
Ukrainian border (nameplate is 62 mtpa).
In 2006, transit deliveries were 78.8 mln tons. Actual throughput in recent years has dropped
significantly. Since the construction of Baltic Pipeline System in Russia, the importance of both
the northern Druzhba pipeline system and of the lines leading to Ventspils and Mazeikiu has
decreased. Russia’s Transneft discontinued crude oil pipeline shipments via Belarus to Ventspils
at the end of 2002. From the beginning of 2003, the only Russian crude oil to be exported from
Ventspils was delivered to the terminal by rail, Transneft claiming that there was insufficient
capacity in the pipeline system to supply oil both to Primorsk and to Ventspils.
More recently, Lithuania’s Butinge terminal has suffered the same fate that befell Ventspils.
Exports of Russian crude through Butinge ceased in August 2006. Figure 12 illustrates the
change of throughput to Mazeikiu and Ventspils via Belarus as compared to throughput via
the Baltic Pipeline System.
Figure 12: Crude oil transportation to northern destinations via Belarus and BPS

Source: Argus FSU Energy

Downstream of Belarus, the Druzhba-Adria link, which has been promoted by Transneft and
would have given Russia direct access to a deepwater export terminal on the Mediterranean,
has been shelved in the face of Croatian opposition.45 The expected expansion of the Baltic
Pipeline System in Russia may further contribute to reducing transit throughput via the
Druzhba lines.
The territory of Belarus is also crossed by a system of refined products pipelines belonging to
the Russian Federation. Similarly to crude oil pipelines, the main lines enter the country from
Russia at two points from Unecha (Russia). The north route is via the (JSC Naftan) refinery
to Ventspils in Latvia. The west line goes to Gomel, where it meets a feeder line from Mozyr
and turns south to Brody in Ukraine. At Brody, the line branches north and re-enters Belarus,
ending at Brest. The other branch continues west.

45
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IV.1.3. Oil (Bituminous) Shale
The resources of oil shale are estimated at 11 bln tons, including 3 bln tons that are
technically recoverable. However, the quality of oil shale is low because of its high ash
content (75%) and low combustion heat content (1 000 kcal/kg). The shale may be thermally
treated to produce liquids (crude oil) and natural gas, but in this case the cost of the products
obtained is higher than the equivalent world prices of oil. As oil prices have increased over
the recent years, the feasibility of producing oil and gas from bituminous shale in Belarus
may be re-evaluated.

IV.2.

Natural Gas

Overview
The development of the Belarusian gas industry dates back to the 1960s, when the first
natural gas (from the Dashava gas field of Ukraine) was delivered to Belarus through the
Dashava-Minsk pipeline. Today Belarus has a well-developed gas transportation system with
total nameplate capacity of 51 bcm/y and a total length of gas trunk lines and gas distribution
pipelines of 7 318 km (single line equivalent). The gas transportation system includes
11 compressor stations, 231 gas distribution stations, 7 gas metering stations, and 24 automobile
gas-filling compressor stations with a total service capacity of 9 000 cars per day.
The trunk gas pipelines Torzhok-Minsk-Ivatsevichi-Dolina (diameter of 1200 mm and rated
pressure of 5.4 MPa) and Torzhok-Dolina (diameter of 1400 mm and rated pressure of
7.4 MPa) were constructed to supply gas to the Republic of Belarus and transport Russian gas
to Ukraine and further in Europe through Belarus. These transit pipelines are operated by
OJSC Beltransgas.
Transit of natural gas through the territory of the republic plays a significant and a growing
role in the economy of the country. In 2006 the total volume of gas transported increased by
1.73 times as compared to 2000 (by 19.6 bln cubic meters). It is foreseen to further increase
of gas transit through the territory of the country.
Russian gas transits the territory of Belarus on its way to the Ukraine, Poland, Lithuania and
Germany. Transportation of gas through the territory of Belarus is quite attractive, since the
system of maintenance and operation and the level of training of the staff of OJSC
Beltransgas is a guarantee of high reliability of gas supplies to Western Europe. Many years
of positive experience in the sphere of gas transit through the Republic of Belarus have
shown that Belarusian gas transportation system is a reliable link in ensuring transit of natural
gas to the countries of Central and Western Europe.
Belarus has a well-developed gas transportation and gas distribution networks that ensure
reliable supplies of natural gas to the consumers in the Republic.
Belarus provides transit for Russian gas via three routes (see Figure 13):
•

•

Northern Lights pipeline: The Soviet-built Northern Lights pipeline is the older of the
routes moving gas to the Ukrainian system where it meets other Russian and Central
Asian supply routes. It became property of Belarus with its independence. It requires
substantial investment to maintain proper operation.
Yamal-Europe pipeline: This is the most recent pipeline among the three. It moves gas
from Western Siberia to Poland. The length of the pipeline within the Belarusian territory
is 575.5 km. When the last compressor station became operational in 2006, the pipeline
reached its design capacity of 33 bcm/y. Russia has built and paid for the vast majority of
the Belarusian section of the pipeline and has the ownership.
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Pipeline to Lithuania and Kaliningrad: A smaller volume is supplied to Lithuania and to
the Russian enclave of Kaliningrad through subsidiary lines.
Figure 13: Natural gas transportation system of Belarus

Source: JSC Beltransgas

JSC Beltransgas owns and operates the system of main natural gas pipelines except YamalEurope (i.e., Beltransgas runs mainly the Northern Lights and the domestic system) and
operates the Belarusian part of Yamal-Europe pipeline. JSC Beltransgas supplies natural gas
to the domestic market and conducts transit of natural gas across Belarus.
In November 2002, the Belarusian legislature passed a bill allowing for the privatisation
of Beltransgaz. An agreement was reached in 2006 with Gazprom about the acquisition
of a 50% share stake in Beltransgaz at a price of $2.5 bln (see below).
Almost all of the natural gas used in Belarus is imported from Russia (about 99% of
consumption). In 2006, imports constituted 20.8 bcm. Belarus is also a very important transit
country for gas supplied from Russia to Europe. Belarus pipelines are important as they offer
so far the only alternative to Ukraine for Russian supply to most of Western Europe.
Approximately 30% of Europe’s gas supplies go through Belarus, with the majority of the
throughput going to Germany, Poland and Lithuania.
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Import of natural gas enables the Republic of Belarus to ensure energy supplies to the
population and the power sector, as well as for the purposes of production of a number of
important chemical products. The use of gas improves the energy efficiency of fuelconsuming equipment and provides significant environmental benefits. The share of natural
gas in the primary energy balance of the country in 2006 reached 63%, in the balance of
furnace fuel in the country the share of natural gas exceeded 80% and in the fuel balance of
the power generation system – 94%.
In accordance with the gas balance of the Union State until 2020, approved by the Council of
Ministers of the Union State on April 4, 2006 (No. 6), a long-term contract was signed
between OJSC Beltransgas and OJSC Gazprom for natural gas supplies for the Republic
of 21.8-22.1 bcm/y.
Until the end of 2006, Belarus purchased Russian gas at a price of $46.68/1000 m3. The two
sides agreed a path towards international prices by 2011. Gazprom was demanding an
increase in the price of gas delivered to Belarus in 2007 to $100/1000 m3, an increase of more
than 100%, but a price still below that paid by every other former member of the Soviet
Union for Russian gas. Belarus agreed to Gazprom’s new price in return for an increase in the
tariff it could charge for Russian gas crossing its territory en route to markets further west
from $0.75/1000m3/100 km to $1.45/1000 m3/100 km.
In 2008, Belarus will pay 67% of the price charged to European customers minus transport
costs. This will rise to 80% in 2009, 90% in 2010 and reach parity in 2011. In addition,
Gazprom agreed to pay $2.5 bln over a period of four years for a 50% share stake in
Beltransgas.46 Gazprom concluded a Beltransgaz share purchase contract with the Belarusian
State Committee for Property Management in mid-May 2007. A 12.5% stake in Beltransgaz
is to be acquired by Gazprom annually over a period of four years.
There is no domestic legislation specifically regulating the transit flows of natural gas. Existing
Russian gas transit flows through the Northern Lights and Yamal-Europe pipelines are governed
by contracts between Beltransgaz and Gazprom and by intergovernmental agreements.
Regarding natural gas transportation activities in Belarus, the non-discrimination
principle is referred to in the Law on Main Pipeline Transport of which Article 27 states
that: “the service of transportation of the products (including natural gas) by main
pipelines (including main gas pipelines) is delivered to the suppliers of these products
considering throughput capacity and available capacity of these pipelines and on the basis
of equal access and non-discrimination.”
As regards transparency, the laws regulating natural gas transportation activities contain
transparency as one of the main principle of state regulation during their implementation.
The Law on Main Pipeline Transport (Article 6) stipulates the transparency of investment and
price policy in the field of transportation by main pipelines. Furthermore, the Law on Natural
Monopolies (Article 7) requires the transparency of state regulation with respect to the
activities of natural monopolies.
The Law on Main Pipeline Transport (Article 27) requires the provision of transportation
services by main pipelines (including access to main gas pipelines) for the products
(including natural gas) taking into account throughput capacity and available capacity of
these pipelines as well as on the basis of equal access and non-discrimination. The Law also
implies that transportation services are delivered on the basis of a contract to be concluded
between product supplier and pipeline operator. The operator is obliged to deliver
46
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information on tariffs for the transportation service, upon a request by the supplier. At the
time the contract for transportation service expires, the supplier can request a renewal on the
basis of available capacity.
In case the available capacity of a main pipeline is not sufficient to accommodate all access
requests, access to pipeline is provided on pro-rata basis. For the main pipelines that were
constructed for a specific purpose, the operator has the right to give preference for
transporting products which were originally intended for transportation by those pipelines at
the time of decision for their construction. This clause gives the right of first refusal to
Gazprom over transit capacity.
The operator has a right to refuse transportation service if the submitted supply volumes are
not in compliance with the terms agreed in the transportation contract, the certificate for the
transported product and documents certifying the ownership rights for this product are not
available, or the quality of the products offered by the supplier does not meet quality and
other characteristics established by the transportation contract or of the products transported
by main pipelines. The quality of the products for transportation by main pipelines should
meet the established standards and have certificates of compliance.
The Ministry of Economy is regulating the tariffs for natural gas transportation.
The Law on Main Pipeline Transport (Article 14) stipulates that natural gas transportation via
main pipelines requires a license. The Ministry of Energy is empowered to issue licenses for
gas transportation activities. A shipper of natural gas across Belarus does not have to acquire
a license for gas transit activities.
There is no specific legal framework regarding the construction of new capacity, but the
incumbent monopoly (Beltransgaz) and the government offices responsible for overseeing
construction of pipelines must give their consent, which is regulated by various legal acts.
A recent presidential decree, however, levied rent on the users of power transmission lines
and gas and oil pipelines crossing local forests. In addition, plots of the local forest will be
apportioned for power transmission lines and pipeline construction projects and maintenance
purposes exclusively on the basis of the right to permanent use or rent. The aim is to make
legal entities more responsible for forest maintenance.

IV.3.

Electricity

The electricity sector of Belarus is a dynamically expanding, highly automated system
consisting of regional power systems united in the power system of the republic, with a single
operations and dispatch management carried out by the republican unitary enterprise “ODU”
(United Dispatch Department). The scheme of managerial responsibility is the following:
united dispatch department – central dispatch departments of the regional power systems –
dispatch services of the power grid affiliates – dispatch services of the district power grids.
For the time being, the electric power sector of the country is amalgamated into the stateowned production union of the power sector “Belenergo”, which consists, apart from the
central dispatch unit ODU, of six republican unitary regional power system enterprises (RUPOblenergo) and of entities of all kinds of ownership that carry out repair, maintenance and
rehabilitation of facilities, research and development, service activities, and construction of
new power sector facilities. RUP-Oblenergo are set up on particular territory (the regional
power systems cover the relevant geographic administrative units of the republic of Belarus).
RUP-Oblenergo are vertically integrated companies that perform generation, transmission,
distribution and supply of electricity. In turn, they comprise of structural units represented by
power stations, power and heat grids, and other units and sub-divisions that do not keep
separate books.
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Belarus has no competitive market of electricity and gas. The electricity and gas sectors are
fully regulated. SPE Belenergo is a government-owned integrated monopoly that owns and
operates almost all assets in generation, transmission and distribution of electricity.
The sale and purchase of electricity in the Republic of Belarus is conducted for the time being
in the following manner:
•

•

•

SPE Belenergo purchases all imported electricity and all excess electricity from the regions
(oblasts) of the Republic of Belarus and sells it at cost (profit-free) to the regions of the
Republic that are short on electricity. Thus Belarus does not have a designated organisation
that would perform the function of a market operator. In this sense, these functions are
combined with the functions of an electricity management (power dispatch) organisation;
Wholesale purchasers of electricity are regional (oblast) energy systems that are short on
supply and, on their part, function as organisers of the retail electricity market and
dispatch units within the relevant region;
All electricity sale and purchase contracts are endorsed by RUE ODD – the national
system operator – regarding availability of technical capacity for their implementation.

IV.3.1. Electricity Generation Plants
Electricity generation is a major element of the fuel and power sector of the Republic and is
one of the leading sectors of the economy. The electricity sector is heart of the fuel and power
sector; it provides for the needs of the national economy via a unified power system.
Installed capacity of power plants in Belarus is sufficient to fully cover domestic demand.
As of 01.01.2007, installed capacity was 7 881 MW, of which 7 654 MW with Belenergo
SPE, the government-owned integrated electricity company. However, due to economic
considerations and also to the desire to improve energy security through diversification of
energy supplies, the Republic of Belarus imports electricity on an annual basis.
The bulk of generation is at thermal power plants, including two large condensing thermal
plants (3 490 MW, of which 2 430 MW at the Lukoml CPP, the largest power plant in the
country), and 20 combined heat and power plants (CHP, popularly known as “TEC” – about
4 400 MW). A number of small block-stations (mobile and diesel) and a few small hydro
power plants (total 12.3 MW) provide the rest.
Since 1991, the country has commissioned about 1000 MW of new capacity. In accordance with
the forecast of electricity consumption, the installed capacity at all generation plants, including a
13% reserve, should amount to 8.3-9.0 mln kW by 2010, and 8.6-9.7 mln kW by 2015. A major
issue is therefore the need to replace obsolete and worn equipment. The wear of main production
assets of the Belarusian energy system is currently believed to be around 60%.
In accordance with the Comprehensive state programme in the sphere of energy, adopted by
the Republic of Belarus in 2005, efforts continue to commission generating facilities.
In 2006, seven steam boilers with a total capacity of 112 tons of steam per hour were
commissioned at facilities that use local types of fuel.
Over the recent years, fuel oil (mazut) has been phased out as primary fuel in generation and its
share has declined from about 30% to less than 6%. The fuel of choice now is natural gas.
In 2006, primary fuel consumption in the Belenergo power system amounted to 14 mln tons of
coal equivalent (tce), including 11.36 mtce of natural gas (92.8%), 577.0 tce of fuel oil (5.7%),
and 219.3 tce of other types of fuel (1.5%). The switching to natural gas allows the deployment of
high-efficiency generation technologies, such as steam-gas turbines and combined heat and
power plants. The structure of fuel use for power generation in the country is thus conducive to
achieving high technical, economic and environmental parameters in the production of thermal

Market structure and privatisation by subsector

88

energy and electricity. However, the drawback is that it does not assure the required level of
energy security, as the reliance on imported natural gas is high. To improve the reliability of
power supply, stocks of fuel oil have been established at power plants and boiler stations;
similarly, natural gas is stocked in underground storage facilities.
A major goal of the Republic is to achieve reliable supply of electricity. The issue will
continue to be acute in the future, since the Ignalina Nuclear Power Plant (NPP) in Lithuania
is expected to be shut down by the end of 2009 (as agreed with the European Union).
Small TEC will continue to be developed on the basis of existing boiler houses. Combined
production of electricity and thermal energy is expected to remain the mainstay of the power
and heat sector due to the conditions of the Republic.
However, to reduce dependence on oil and gas and improve generation, it is envisaged to
construct a 2000 MW nuclear power plant in Belarus. At present this issue is being
scrutinised by the Ministry of Energy and the Belarusian Academy of Sciences.
IV.3.2. Production and Consumption, Power Balance
In 2006, 36.1 bln kW/h of electricity were consumed in the Republic. Generation by
Belenergo was 30.9 bln kW/h, imports reached 5.5 bln kW/h and exports were 1.1 bln kW/h.
In 2006 consumption of thermal energy in the Republic came up to 74.2 mln Gcal, of which
36.4 Gcal were provided by SPE Belenergo. Belenergo produced 35.5 mln Gcal of heat and
purchased for subsequent distribution 0.9 mln Gcal.
Within the Belenergo system, transmission loss was in 2006 11.25% for electricity grids and
9.91% for heat grids.
IV.3.3. Imports and Exports
The Eurasian Economic Community (Belarus, Kazakhstan, Kyrgyzstan, Russia and Tajikistan,
with Ukraine, Moldova and Armenia participating as observers) has been discussing cooperation in the power sector for some time.
EurAsEC representatives have also been involved in discussions on integrating power
networks throughout the CIS.47 At the Sochi Summit of EurAsEC in mid-2006, the six
members agreed to move forward with plans for the establishment of a customs union and a
common energy market.48
Import of electricity makes it possible to reduce costs related to the purchase of fuel
necessary to generate the same amounts of electricity using own condensation (“mainstay”)
power stations in the country, diversify energy supplies to the republic by types and suppliers
and be more efficient in pursuing the rehabilitation agenda in the Belarusian energy system.
On January 1, 2006, Ukraine switched on two 330-kV transmission lines between the
Chernobyl NPP and Mozyr in Belarus and between Chernigov in Ukraine and Gomel in
Belarus. The lines have the capacity to send 2.5 bln kWh of electricity per year to Belarus.
According to the Ukrainian officials, Belarus’s power networks could serve as a bridgehead
for increased power exports from Ukraine to the Baltic States. The target for expansion is
Lithuania, where the Ignalina NPP is to be completely closed down by the end of 2009 to
meet European Union accession requirements. As the Ignalina NPP produces 70-80% of
Lithuania’s electricity demand, this power market looks extremely attractive for Ukraine, and
47
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Belarus could become a transit country for electricity supplies to the Baltic.49 In mid-2006, a
Belarus delegation engaged in negotiations with Lietuvos Energija concerning deliveries to
the Baltic countries of cheap Belarusian electricity produced by power plants at night, and on
receiving of Lithuanian energy supplies at peak times. Representatives of Belenergo told the
press that they are positive about the opportunities given in Lithuania thanks to the presence
of pumped storage power plants.50
On the other hand, Russia’s RAO EES stated that it expects electricity exports to Belarus
from Russia to decrease in 2007, as Russia is facing supply constraints of its own.51
RAO EES indicated that the shortfall could be partially compensated with purchases of
electricity from Ukraine.52 For the purposes of a reliable and uninterrupted supply of
electricity to the consumers in the republic contracts were entered into in 2007 with Russia
and the Ukraine to supply 6.8 bln kW/h of electricity to Belarus.
IV.3.4. Electricity and Heat Networks
Electricity grids, electricity transmission lines and sub-stations of the electricity system are
divided into two groups in accordance with their functional purpose:
•

•

Electricity grids designed for transportation and transit of electricity both within the
Republic and via inter-state transmission lines (system backbone networks) rated at
220-330-750 kV. Power lines rated at 220-330-750 kV are considered “system-forming”
and ensure connectivity to the power systems of the Russian Federation, Lithuania,
Ukraine and Poland. The length of these power lines is about 6 985 kilometres.
Distribution electricity networks designed for providing a direct link to the electricity
network to consumers of electricity, i.e., networks rated at 0.38-10-110 kV, of which
there are over 258 000 km.

The electricity grid of the Republic of Belarus thus includes lines rated at 0.38-750 kV with a
total length of 265.7 thousand kilometres. Substations rated at 35-750 kV have a total
installed capacity of 32 956.6 MVA and substations rated at 6-10/0.4 kV have a total installed
capacity of 15 043.5 MVA.
One of the problems is the progressing physical and technical obsolescence of some elements
of the network (transmission lines and substations) and the power system of the Republic of
Belarus as a whole. The facilities of the power system are estimated to be 60% worn.
This problem will become even more serious in the future. At sub-stations, obsolescence is
significant in addition to wear and tear, since the installed equipment is inferior to equipment
available from leading suppliers, both in its technical characteristics and in the cost of its
maintenance and operation. For these reasons, improving economics of operation and
maintaining appropriate supply reliability level require comprehensive technical refurbishment
and rehabilitation of the grid facilities of the power system.
Another problem is related to the need to construct new grid facilities due to a number of reasons:
•

49
50
51
52

There exists considerable untapped power transit potential to the countries of East
and West Europe. For example, the capacity of the Belarus-Poland electricity
interconnections in place and under construction is limited (maximum 300 MW).
Currently there are projects under development for the expansion of the existing and the

Ibid., #5 2006.
Ibid., # 22 2006.
Ibid., #42 2006.
Ibid., #43 2006.
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construction of new inter-state electricity transmission lines. Implementation of these
projects will allow to significantly increase (up to 1000 MW) transit volumes of both
Russian and domestic power, should the need arise.
• Necessity to strengthen electricity connections with neighbouring countries (Russia,
Ukraine, Lithuania) in the framework of the Unified Energy System. In connection with
the growing electricity load of the energy system and temporary unavailability of
generating capacities during the period of their reconstruction, there will be a need for
increased import of electricity (both for the needs of the Republic and for the purposes of
transit) from Russia and Ukraine. A number of options for strengthening electricity
connections between these countries, particularly between Belarus and Russia, are being
considered.
• Strengthening of domestic intra-system electricity networks.
The necessity is related to the following factors:
¾ Hook-up of expanded and reconstructed power plants to the energy system;
¾ Eliminating “bottlenecks” in the grid within the Republic.
Construction of a number of high-voltage lines (330 kV) is required in order to solve the
indicated problems. As for the networks rated at 0.4-10 kV, it is necessary to remember that
in the past substandard construction has made such networks the weakest link of the power
sector of the Republic of Belarus.
IV.3.5. Policies to Improve Power Sector Security and Reliability
To achieve better electricity sector security, the following measures are planned for
implementation in the mid-run:
•

•
•
•

Upgrading and rehabilitating a number of generation facilities, including the introduction
of modern steam-gas turbine technologies, with the objective of reducing the share of
worn-out facilities to 45.8% by 2010;
Commissioning of generation facilities that run on fuels alternative to oil and gas, such as
hydropower, coal-fired thermal plants and domestically produced fuel (peat, etc.);
Rehabilitation of the existing and construction of new electricity transmission lines,
including trans-border lines;
Introduction of new energy efficient technologies and full use of the energy saving potential.

In addition, the possible construction of a nuclear power plant in the republic is now considered.
The major thrust for modernising existing power plants is towards the introduction of modern
steam-gas turbine technologies, rehabilitation of the main turbine drives, replacement of old
and worn turbines and generation sets by similar new ones of better technical and economic
parameters, the introduction of automated power facilities management technologies, the
installation of steam and gas turbines at existing boiler rooms and their conversion to minipower and heat stations. At newly constructed thermal power plants that use hard fuel, the
application of efficient combustion technologies such as fluidised bed combustion is
foreseen, along with the installation of efficient fly ash removal systems and systems that
mitigate the emission of harmful substances into the atmosphere.
Upgrading technologies and equipment used by power grids includes installation of shunt
reactors at a number of substations, replacement of ceramic insulators by glass or polymer
ones, of valve surge protectors by surge arrestors, of 110 kV aerial lines in cities by polymerinsulated cables, of oil breakers by vacuum breakers, of air breakers by elegas breakers, the
installation of accident registering and recording devices at node and system substations,
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continuing the practice of installing pole-mounted 10/0.4 kV transformers, system-wide
introduction of computer-based devices for control, protection, management, communication
and transmission of data, automated power consumption metering systems at all levels, etc.
New technologies foreseen to be introduced on heat supply grids include the laying of preinsulated pipelines that do not require conduits (canals), the use of synchronous compensators
and ball valves, modern heat supply pipe status control systems, automated metering and
regulation systems, gradual transition to systems for heat supply to consumers that do not depend
on other factors, the decommissioning of the central heat supply stations and the transition to
individual ones, the introduction of quality and quantity regulation of heat supply, etc.
To secure the required reliability of electricity supply, further construction of 330 kV lines is
foreseen along with the abandoning of 220 kV lines. In heat supply systems, the construction
is foreseen of lines for the transfer of heat load from the existing boiler rooms to the thermal
power plants in Mogilev, Vitebsk and Grodno.
Besides, a programme has been developed in the republic and is now under implementation
for the construction between 2006 and 2012 of an automated system for the control and
metering of electricity (ASCME), which also foresees the construction of an ASCME on
inter-state and inter-system power flows and generation (ASCME-ISPF).

IV.4.

Nuclear Energy

Two NPP projects (Minsk NTEC – 2 mln kW and Belarus NPP – 6 mln kW) were underway
in Belarus at the time when the Chernobyl disaster struck. Both were discontinued, and as a
result there is no nuclear power production in the Republic at present. However, in the future
nuclear power could and become one of the mainstays of the power industry in the Republic.
The concept of energy security and improving energy independence, approved by Decree of
President of the Republic of Belarus on August 25, 2005 (No. 399) foresees the possibility to
construct a nuclear power plant with a capacity of up to 2000 MW in the republic. At present
the issue is under consideration of the Ministry of Energy jointly with the National Academy
of Sciences of Belarus.
The main factors that make nuclear energy attractive are:
•
•
•

Low availability of domestic fuel resources;
Need to diversify energy supplies to the Republic;
Possibility to export electricity and secure additional foreign exchange revenues.

Preliminary work for the construction of nuclear power facilities is underway in the Republic.
The timeframes for the construction of the NPP will be determined by the Government of the
country with due account of technical, environmental, social and economic prerequisites.

IV.5.

Local and Renewable Energy Sources and Wood

Apart from oil, natural gas and coal Belarus uses a variety of other energy resources, notably
peat, renewable energy sources (RES), and wood.
Peat. There are more than 9000 peat fields in the Republic. The remaining in-place reserves
of peat in the Republic are estimated at 4 bln tons. Peat is mostly used by households in the
form of peat briquettes and also by certain organisations to produce thermal energy. For the
time being, peat production runs at about 1 mtce and will grow in the future in order to be
used at the new energy facilities.

Market structure and privatisation by subsector

92

Lignite. Prospected reserves of lignite amount 150 mln tons at three fields. The lignite is of
low quality: combustion heat content is 1500-1700 kcal/kg, moisture is high (55-60%).
Lignite is therefore believed only suitable for use by households and small commercial
establishments after being briquetted with peat. However, environmental concerns remain
unanswered, since to achieve competitively low cost of production lignite would have to be
mined in open pits, which would lead to significant deterioration of soil and water resources
in the areas of the mines. For these reasons, lignite is not mined at present.
IV.5.1. Renewable and Non-traditional Energy Sources
Renewable energy is currently used in the form of hydropower and wood, as well as on a
smaller scale wind and solar:
•

•

Hydropower resources. Installed hydropower is just under 7 MW and of marginal
importance for power generation. There are, however, plans to construct low-head
hydropower plants of medium capacity on major rivers in the Republic (Western Dvina,
Neman). The design aims at minimum flooding required by dams. In addition, the
construction of micro- and mini- hydro power plants is expected on existing water
reservoirs for used for complex (energy, melioration, recreation, etc.) purposes, and at
industrial water intake points. Total hydropower of all water flows in Belarus is estimated
at 850 MW, of which hydropower resources that could be accessed in technical terms are
520 MW and economically feasible resources are about 250 MW. By 2020, it may be
possible to produce about 0.8-0.9 bln kWh at hydropower plants, i.e., the equivalent of
about 220-250 thousand tce.
Wind Energy. In 1998, a study of the wind energy resources was carried out. To
introduce large-scale wind turbine utilisation, units are needed that can continuously work
at low wind velocity. In case such units would be deployed, it is theoretically possible to
construct wind farms at 1 840 sites with a total capacity of 1 600 MW and annual power
output of about 3.3 bln kWh.

Prospective potential of using wind energy for electricity generation by 2010 is estimated at
7.34 mln kWh (2 050 tce) with the total installed capacity of 4.1 MW, and by 2012 –
9.31 mln kWh (2 610 tce) with the total installed capacity of 5.2 MW. These estimates need
to be updated on a yearly basis taking into account the current cost of energy resources.
Capital cost for such units would be in the range of $1000-1500 per kWh of installed capacity.
•

Prospects of wood waste and wood are considered to be better:
At present, annual consumption of such resources is in the range of 1.3-1.5 mln tons of
coal equivalent (tce), inclusive of 0.3-0.4 mtce directly used by the households.
Consumption is expected to grow to 1.6 tce annually.
Possibilities to use phytomass (wood and cellulose of fast-growing trees and other
vegetation) have also been studied. Under the climate conditions of the republic, 1 hectare
of energy plantation could produce up to 10 tonnes of dry substance which is equivalent
to approximately 4 tce. Using additional agricultural techniques could raise productivity
twofold or threefold. It is most reasonable to use for producing raw materials areas of
worked-out peat deposits where crops can’t be grown. The area of such deposits totals
180 thousand hectares and it can become a stable ecological source of energy. Lack of
experience in mass use of phytomass for energy purpose doesn’t make it possible to
estimate costs and future fuel prices since special technology, road infrastructure,
processing plants etc. need to be developed for this purpose. According to expert
estimates up to 50-70 thousand tce can be obtained from this source by 2010.
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The total potential of vegetation waste is estimated at 1.46 mtce per year. By the end of
the forecast period use of vegetation waste is estimated at the level of 20-30 thousand tce.
It is possible to apply gas generating technologies to wood waste. A specific problem that
would persist is the need to deactivate the wood, wood waste and the products of gas
generation (if gas generation were to be applied) in the Gomel region, where heavy
radioactive fallout from Chernobyl occurred. But this difficulty may be overcome, if
cutting-edge biofuels technologies were to be deployed to produce ethanol from grains
and possibly cellulose-containing material (wood, crop waste, grasses, etc.). The next
section of this report deals specifically with the biofuels project.
•

•
•

•

Potential energy of using household waste produced in Belarus equals 470 thousand tce.
The level of efficiency of biotechnologies to produce biogas on their basis will be 2025% which is equivalent to 100-120 thousand tce. An estimate of the option to incinerate
waste has revealed that it would be economically inefficient.
Animal farm biogas can be produced in quantities equivalent to 160 000 tce per year.
According to meteorological studies, on the average, there are 250 cloudy, 185 light
cloud/sunshine and 30 sunny days per year, which means that the use of solar energy is
practically possible only in water heaters and auxiliary dryers in various agricultural
processes and for households. Under favourable economic and production conditions one
can estimate that it would be possible to substitute around 5 000 tce of organic fuel per
year by using solar energy in the forecast period (2006-2010).
Geothermal resources have not sufficiently been studied, but the available data indicate that
their importance would be minimal, due to the small size of the areas where they occur, great
depth, low temperature potential, high dissolved minerals content and low flow rates.

In general, the use of the abovementioned energy resources (except lingo-cellulosic ethanol)
in the fuel and energy balance is rather limited and does not exceed 5% of the requirements
for fuel and energy resources.
In practical terms, due to technical requirements related to the necessity to assure the stable
operation of the grid, the use of wind resources is limited within 5% of the installed capacity
of the system, i.e., maximum 300-350 MW, or 720-840 mln kWh per year.
IV.5.2. Biofuels
The project goes back about five years. In 2006, representatives of the government asked
Greenfield Ltd., a project developer and consultant, to perform a study of the local ethanol
production sector (consisting of 74 distilleries, mainly for the production of vodka in the
former USSR) with the objective to reorganise the sector and, based on state owned
enterprises, create a new production of renewable bioethanol for transport purposes in the
form of Tri-P’s (Public Private Partnerships).
The project has the support of the country’s highest authority, something that is illustrated by
the unconditional co-operation by all implied actors (Ministries, the Chernobyl Committee,
TACIS, UNPD, etc.).
A feasibility study has been finished in Minsk concerning the subject. The study clearly shows
not only the economical interest of the project as such, but also that it will be of an essential
interest for the whole country and, obviously, for the various participants of the global joint
venture. Banking and other experts have estimated that the project, once finalised and 100%
operational, within four to five years might constitute around 3% of Belarus’s total GNP.
Initially, two new distilleries will be constructed in two identified locations: Mozyr (55 mln
dal/year) and Bobruisk (10 mln dal/year). Currently there are already two old distilleries at
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these two locations but they will not be utilised as they are obsolete. A number of advantages
exist in localising the new facilities here; such as ample existing know-how, usable logistics
(railway connections, inland waterways, existing road network, on/off loading installations,
storage units for raw material and finished product, existing arrivals/networks of electricity,
water, gas, sewage, etc.). This should lead to reducing additional investments in
infrastructure. The total amount of investments will be determined during the project
implementation phase which will start after finishing the design work.
In a second stage, the construction of six to eight additional units (10 mln dal/year to
15 mln dal/year) will be implemented.
Crucial competitive advantages of Belarus are the raw material price, relatively low labour
cost, a 100% local support, a significant part of already existing infrastructure, existing knowhow, closeness to shipping port etc.
The project also has an essentially environmental and sustainable character. This is reflected
in two interrelated tasks of the project:
1. The main task: Production of bioethanol for exports (export orientation at the first stage,
but clear indications exist that Belarus will adopt legislation to introduce bioethanol for
transport purposes) – biofuel for Europe;
2. The auxiliary task: Increase of crop yield or output of grain-crops per hectare for ethanol
production in the country.
Figure 14 indicates a high-level flow chart of the bioethanol production process under the project.
Figure 14: Bioethanol production flow chart (including of 137Cs disposal)
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Market structure and privatisation by subsector

95

IV.5.3. Ethanol and MTBE / ETBE53
MTBE (or ETBE to be studied/evaluated) as part of clean fuel would have significant impact
on motor fuel supply and thus on oil supply in the country. MTBE/ETBE comprises 11% of
motor fuel total which is significant for the current Belarusian motor fuel and oil market.
(ETBE contains about 47% ethanol).
Ethanol to be produced by the Belarus/Greenfield JV will conform to the highest European
standards (see Table 11 below).
Table 11: Specifications of biologically-based ethanol for fuel
(99.5 vol%, water max 0.3 vol%)
Analysis
Water
Total alcohol
Density (D20/4)
Methanol
Higher alcohols, C3-C5
Acidity
(as acetic acid)
Appearance
Solvent-washed Gum
Total Chlorine as Chlorides
Sulphur
Copper
Conductivity, electrical
pHe

IV.6.

% by weight
% by weight
kg/m3
g/l
g/l
% by weight

mg/100 ml
mg/kg
mg/kg
mg/kg
µs/m

Method of analysis
max 0.5 (=0.3 vol%)
min 99.2 (=99.5 vol%)
max 792
max 4 (=0.5 vol%)
max 16 (=2.0 vol%)
max 0.005 (=40 mg/l)

ASTM E 1064
ASTM D 3505
ASTM D 3505
GC-method
GC-method
ASTM D 1613

Free from particles
max 5
max 2
max 10
max 0.1
max 500
6.5-9

ASTM D 4176
ASTM D 381
ASTM D 4929 B
ASTM D 5453
ASTM D 1688
ASTM D 2624
ASTM D 6423

District Heating

Centralised (district) heat supply to industrial enterprises and residential consumers is carried
out via district heating nets from combined heat and power stations (CHP) and boiler rooms
owned by Belenergo, and also from boiler rooms belonging to communities (municipalities).
Supply of heat in major cities is centralised. In medium-sized and small cities a number of
small boiler stations for individual supply of heat exist alongside with centralised heating
supply systems.
Large district heating supply systems have evolved in Belarus over a long period of time and,
along with the obvious advantages that such systems enjoy, they exhibit, under the new
market conditions, some significant drawbacks, for example:
•
•
•
•

53

As a result of lower heat demand load factors have decreased, and the existing heat
sources cannot operate at their design heat load factors and efficiency;
Heat sources exhibit low flexibility and low efficiency beyond the heating season;
Heat distribution nets require high metal and other material inputs, and expensive repairs
and maintenance;
There is an inflexible hydraulic link between the heat distribution nets and the heating
systems of users, which limits the ability of consumers to regulate heat loads; this leads to
expending more electricity than required to pump the heat medium, and to “overheating”
and “underheating”.

Methyl tert-butyl ether and ethyl tert-butyl ether.
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When the fact that more than half of all fossil fuel in the Republic is used for heat supply is
taken into account, the issues of energy efficiency and reliability of heat supply become
critical in the context of energy policy, since most of the opportunities to economise energy
resources are concentrated in the heat supply system.

IV.7.

Implementation of State Energy Saving Policy

The highest priority of the energy policy of the Republic of Belarus along with sustainable
energy supply for the country is establishing conditions for economic development while
using fuel and energy resources as efficient as possible.
Organisational and economic mechanisms developed and introduced in order to stimulate and
achieve energy savings made it possible to a large extent to eliminate wasteful use of fuel and
energy resources and introduce technical and technological energy efficiency measures with
short payback periods.
Efficiency of state energy saving policy is confirmed by the fact that since 1996 GDP
increase did not involve increase of energy use and energy intensity of GDP during the last
10 years decreased nearly twice.
According to the IEA data, energy intensity of GDP in Belarus at PPP equalled
0.82 toe/thousand USD in 1992 and 0.43 toe/thousand USD in 2004.
These results are based on clearly defined system of financing energy saving programmes
and measures from different sources, including internal funds of enterprises, industrial
innovation funds, means from the innovation fund of the Ministry of energy used for the
purpose of energy saving, means from the state and local budgets, loans, and money from
international financial organisations.

IV.8.

Tasks and Priorities in the Area of Energy Saving

In order to develop and strengthen state energy saving policy in 2006-2010 in the Republic of
Belarus the following documents have been adopted and are being implemented:
− State complex programme on modernisation of basic production assets of Belarusian
power system, energy conservation and increased use of domestic fuel and energy
resources in 2006-2010;
− State energy saving programme for 2006-2010;
− Target programme of ensuring not less that 25% of heat and electrical power production
in the Republic of Belarus due to the use of domestic fuels and alternative energy
resources up to 2012.
In the framework of the above programmes it is envisaged to achieve in 2006-2010:
− Reduction of GDP energy intensity by at least 31% as compared to 2005;
− Saving not less than 7.7 mtce of fuel and energy resources due to modern technologies,
equipment and introduction of other energy saving measures;
− Increased use of local fuels, secondary, renewable and non-traditional energy sources
by 1.7 mtce.
Under the State energy saving programme for 2006-2010 the following are priorities for
energy saving and the basis for state energy saving policy:
Organisational and economic
1. Drafting and adopting a law on renewable and non-traditional energy sources.
2. Updating norms and regulations for production and use of local fuels.
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3. Developing market mechanisms for financing energy saving in the state sector.
4. Improving efficiency of drafting and implementing state, sectoral and regional energy
saving programmes.
5. Improving state examination of energy efficiency of sector development and project decisions.
6. Ensuring control over timely implementation of measures planned as a result of energy
audits. Development of progressive norms of fuel and energy use.
7. Providing energy certification of products according to energy intensity and energy use.
8. Raising the share of lending in financing energy saving measures through innovation funds.
9. Creating conditions for broader use of bank loans for energy efficiency innovation projects.
10. Actively applying new energy efficient technologies, equipment and materials produced
under scientific and technical programmes.
11. Introducing a system of stimulating energy savings by entities and persons for the entities
financed from the budgets and for the sate agencies.
12. Creating economic and institutional conditions to reduce pay-back periods for renewable
and non-traditional energy sources projects in order to further use them on a large scale.
13. Raising quality of education and training in the area of energy saving, as well as public
awareness of energy saving in Belarus and abroad.
Technical
1. Introducing new energy efficient technological production processes in all branches
of the economy.
2. Modernisation of electric generators. Commissioning electric generators in boiler-houses.
Developing mini cogeneration plants using local fuels.
3. Economically viable utilisation of high- and medium-temperature waste heat using it in
heating schemes.
4. Raising efficiency of heat networks, optimisation of heating schemes. Switching from
local boiler-houses to cogeneration plants, decentralising heating and elimination of long
heating mains.
5. Replacing electric boilers and electric heaters by boiler plants using local fuels.
6. Modernisation of boiler plants and raising their efficiency.
7. Introducing controlled-velocity electric drives for devices with variable load.
8. Introducing energy efficient equipment for production and use of compressed air and cold.
9. Automating technological processes and introducing automated control systems for use of
fuels and energy.
10. Introducing systems of constant control over carbon monoxide emissions at boiler plants
with capacity over 50 MW.
11. Introducing energy efficient lamps and automated control systems for lightning.
12. Using infra-red sources for local heating and in technological processes.
Energy efficiency measures, due to constantly growing prices for energy efficient equipment
and increasing share of more costly energy saving measures requires adequate financing.
According to a preliminary estimate, financing energy efficiency from all sources in
2006-2010 will be more than USD 5 bln.

IV.9.

Information on Implementation of the Kyoto Protocol Mechanisms

The Republic of Belarus was one of the first countries to sign the UN Framework Convention
on Climate Change (June 11, 1992). On April 10, 2000 in accordance with the Decree of
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President of the Republic of Belarus No. 177 the convention was ratified by the Republic,
and on August 9, 2000 Republic of Belarus became a full-fledged Party to the Convention.
The Kyoto Protocol was adopted at the Third Conference of the Parties to the Convention in
December 1997 and was open for signatures during the period between March 16, 1998 and
March 15, 1999. On February 16, 2005 the Kyoto protocol became effective. The Republic of
Belarus did not sign the Kyoto protocol during the mentioned period, but took advantage of
the procedure for accession at a later stage.
The Republic of Belarus acceded to the Kyoto Protocol on August 12, 2005 in accordance
with the Decree of President of the Republic of Belarus No. 370 “On Accession of the
Republic of Belarus to the Kyoto Protocol”. In November 2005, the Kyoto protocol became
effective for the Republic of Belarus.
As a result of intensive efforts of the Belarusian delegation at the 1st session of the
Conference of the Parties to the UNFCCC, operating as a meeting of the Parties to the Kyoto
Protocol (COP/MOP1), at the 25th session of UNFCCC Supplementary bodies (SB25) and
COP/MOP2, as well as а result of diplomatic activities, on November 17, 2006 in Nairobi,
Kenya, the first amendment to the Kyoto Protocol establishing quantitative commitments of
the Republic of Belarus was adopted by the Parties to the Protocol (decision 10/CMP.2
“Proposal of Belarus to pass an amendment to Appendix C to the Kyoto Protocol”).
The Republic of Belarus expressed its consent on the legally binding nature of the
Amendment to Annex B of the Kyoto Protocol to the United Nations Framework Convention
on Climate Change adopted in Nairobi on 17 November 2006. At present the process of
ratification of this amendment by the Parties has started. For the amendment to become
effective no less than 75% of the countries – parties to the Kyoto Protocol have to ratify it.
To participate in the Kyoto Protocol mechanisms including joint implementation projects, a
number of conditions have to satisfied, the main one of them being undertaking quantitative
commitments. Furthermore, an integral requirement of the Kyoto Protocol is that every Party
included in Appendix I to the Framework Convention shall create, no later than one year
before the first period of commitments becomes effective (01.01.2007) a National System for
the evaluation of emissions and absorbers (sinks) of greenhouse gases. An important element
of such systems is a cadastre (inventory) of emissions and absorbers of greenhouse gases.
Requirements for the preparation of the National Cadastres are provided in Guiding
Principles, adopted at the Eighth Conference of the Parties to the Framework Convention in
Deli (India, 2002). The National Cadastre of greenhouse gases shall consist of the National
Report on the Cadastre (text) and the general form for the provision of reports (tables)
and shall be submitted annually (Republic of Belarus already submitted 6 cadastres over
2000-2005). The Republic adopted two Decrees of the Government: of April 10, 2006
No. 485 “On the approval of the Regulation on the maintenance of the state cadastre of
anthropogenic emissions from the sources of absorption by absorbers of greenhouse gases”
and of May 4 2006 No. 585 “On the approval of the Regulation on the National inventory
system for greenhouse gases”. The system for preparation of National Reports on the cadastre
has been established. By the Decree of the Ministry of Environment of 29.12.2005 No. 417
RUE “BelNIC Ecology” was designated as the centre for inventory exercise for greenhouse
gases, maintenance of cadastres of greenhouse gases. Decree of RUE “BelNIC Ecology”
No. 40 of June 30, 2006 upon agreement of the Ministry of Environment approved a
Regulation “On the centre of inventory for greenhouse gases”. Thus this component has been
fully secured by the Republic.
To pursue transactions with the quotas for greenhouse gases and emissions reduction units Parties
to the Kyoto Protocol shall create a Register of greenhouse gases emission units representing
a standardised electronic database that contains information on transactions with the reduction
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units and quotas for greenhouse gases, capable of exchanging information with the international
Register. Decree of the Council of Ministers of the Republic of Belarus of August 25, 2006
No. 1077 was adopted – “On the national register of carbon units of the Republic of Belarus” –
as well as a decree of the Ministry of environment of January 22, 2007 No. 4 “On the approval
of the Instruction on the order of formation and maintenance of the National Register of
carbon units of the Republic of Belarus”. Necessary hardware and software (SERINGAS™)
have been purchased to ensure operations of the National register of carbon unit of the Republic
of Belarus. Thus, the National Register of carbon units of the Republic of Belarus is fully
prepared for operations.
Furthermore, the Parties to the Kyoto Protocol have to prepare periodic National Reports
(once every 3-5 years in accordance with the decisions of the Conference of the Parties to the
Framework Convention) that should contain, besides the inventory and the forecasts of
emissions of greenhouse gases, also information on the policies and measures undertaken by
the concerned Party to reduce climate impact, measures to adapt to the unfavourable climate
changes, etc. In 2003 Republic of Belarus provided its First-Fourth National reports in a
timely manner.
In addition to the general requirements to the Kyoto Protocol mechanisms, to participate in joint
implementation (JI) a Party is to designate a body responsible for the approval of JI projects and
adopt national procedures for the selection and approval of JI projects. By the Decree of the
Government of September 5, 2006 No. 1145 “On the approval of the Regulation on the order of
submission, consideration and monitoring of joint implementation projects” and Decree of the
Ministry of environment of February 1, 2007 No. 10 “On measures to implement the decree of
the Council of ministers of the Republic of Belarus of September 5, 2006 No. 1144”, the
Republic ensured satisfaction of the above mentioned requirements.
To participate in the greenhouse gases emissions trading, the Republic is actively developing
the “Green investments scheme”. By the beginning of the period of commitments this scheme
will have been approved in Belarus.
Thus the Republic succeeded in the formation of the necessary frameworks for legitimate
participation in the Kyoto protocol and ensured satisfaction of the requirement on the
provision of reporting documents under the UNFCCC and Kyoto Protocol. At the same time
so far Belarus cannot take full advantage of the opportunities provided by the Kyoto Protocol
due to the lack of ratification of the Belarusian amendment by the needed number of
countries (75%). The above mentioned consequence restrains the intensification of efforts
aimed at the application of the joint implementation mechanism in the Republic of Belarus.
In the meantime the potential for joint implementation projects in the republic is quite high
and may be estimated at no less than 10 mtpa of CO2 (approximately 5 mln tons – in the
energy sector). Realisation of this potential would make a significant contribution to the
global reduction of greenhouse gases emissions.
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Attachment 1
EXCEPTIONS TO NATIONAL TREATMENT

COUNTRY: REPUBLIC OF BELARUS

Measures
Land Code of 4.01.1999 N 226-3, article 11
Sector
National economy
Level of Government
National
Description
Land slots acquired by the citizens of the Republic of Belarus who permanently reside on the
territory of the Republic of Belarus or those equal to the permanent residents in accordance
with legislation of the Republic of Belarus
Phase-out
Not planned
Other exceptions
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COUNTRY: REPUBLIC OF BELARUS

Measures
Investment Code of 26.01.2001 N 2-78, article 78

Sector
National economy

Level of government
National

Description
Foreign investments in the property of legal persons that have a monopoly position on the
market of the Republic of Belarus are not allowed without consent of the Ministry of
entrepreneurship and investments of the Republic of Belarus

Phase-out
Not planned

Other exceptions
None
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COUNTRY: REPUBLIC OF BELARUS

Measures
Investment Code of 26.01.2001 N 2-78, article 80

Sector
National economy

Level of government
National

Description
Certain types of activities, the list of which is established by the legislative acts of the
Republic of Belarus, can be carried out by a commercial organisation with foreign
investments only on the grounds of special approvals (licenses)

Phase-out
Not planned

Other exceptions
None
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COUNTRY: REPUBLIC OF BELARUS

Measures
Provision on the order of conduct for the procurement of goods and services at the expense of
the Republican budget and external state loans (item 63), Decision of the Council of
Ministers of the Republic of Belarus of 13.12.1999, No. 1944

Sector
National economy
Level of Government
National

Description
When evaluating the tender proposals one must apply the preferential adjustment to the price
of the tender proposal of the domestic contender that offers to supply goods, work and
services of own production
When comparing tender proposals the price of tender proposals of contenders that are not
mentioned in the first part of this provision, with the exception of contenders that are the
economic entities of the Russian Federation, is increased by 20%

Phase-out
No plans at present

Other exceptions
None
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Attachment 2
ENERGY SECTOR INVESTMENT PROJECTS
Updating of the project of the first phase of the construction of Minsk HPP-5
A. Project Opportunity Description:
A1. Project Name:
Updating of the project of the first phase of the construction of Minsk HPP-5
а. Short name:
Updating of the project of the first phase of the construction of Minsk HPP-5
b. Full name:
Updating of the project of the first phase of the construction of Minsk HPP-5
c. Summary description:
Installation of gas and steam combined unit and superstructure of the existing block №1 by gas turbine
to improve the efficiency of power station. The installed electric capacity of the station is 890 MW.
А2. Progress Status:
The architectural project has been developed.
А3. Organisations involved and their roles:
1) «BelNIPIenergoprom» – development: A.Rykov, Head Engineer, tel.: (+375-17) 226-51-36,
fax: (+375-17) 226-53-17;
2) Concern «Belenergo» – realisation: L. Batian, Head of Strategy Department,
tel.: (+375-17) 218-23-40, fax: (+375-17) 218-26-39;
3) Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus,
Rybakova Ekaterina Alekseevna, tel.: (+375-17) 218-21-45, e-mail: rybakova@min.energo.net.by
А4. Project Description:
Installation of gas and steam combined unit (GSCU-450) of utilisation type including two gas turbines
V-94,5, two steam heat recovery boilers and one steam turbine K-150-7,5; superstructure of the existing
block №1 by gas turbine GT-100; financing: own and borrowed funds.
А4a. Project cost (mln USD):
230.0
A5. Background / history / overall programme / related or similar projects:
Continuation of the construction of Minsk HPP-5.
A6. Environmental impact summary:
The reduction of harmful substances emission into the environment.
A7. Possible obstacles/ problems/ risk assessment:
Good grade of stability.
A8. Term of realisation / term of recoupment (years):
4 / 20.7
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A9. Project’s branch:
Electricity
B. Capital Cost Items (additional requirements for project):
B1. Project physical components

B2. Capital cost (mln USD)

Total (equipment – Italy, Germany, France, China):

230.0

C. Capital available to Project Initiators (Owners, Co-participants, Sponsors), by Source:
C1. Resources ‘in kind’, grants, investments, equity / ownership, etc. C2. Amount (mln USD)
Own funds:

95.0
D. Required Financial Assistance:

D1. Financing gaps, type of financial assistance required:
Crediting.
D2. Sources of finance

D3. Type of investment

D4. Amount (mln USD)

Foreign investment funds:

Credit:

135.0

D5. Financial/ International Institution Name:
E. Demand (users) and revenues:
E1. Type of users/ markets, volumes, pricing, revenues, quantifiable benefits/ savings:
To provide the Republic with electricity.
E2. Revenues (Sales)

E3. Amount (mln USD)

The revenues depend on acting energy tariffs:

133.0

F. Operating and Maintenance Costs:
F1. Cost components, strategies for cost recovery, operating organisations, subsidies, etc.:
F2. Cost Item

F3. Amount (mln USD)

Fuel, water, amortisation, wages, taxis, etc.:

109.0

G. Net Income Value:
G1. Net Income Value

G2. Amount (mln USD)

Net income:

24.0
H. Project information source:

H1. This form was completed by:
Grigory Zhur, Head of the Investment Department.
H2. Organisation (address):
Ministry of Energy: 14, K. Marx str., Minsk, 220030, Republic of Belarus.
H3. Тel/Fax/E-mail:
Tel.: (+375-17) 218-21-11, (+375-17) 218-23-40, fax: (+375-17) 218-24-68, (+375-17) 218-26-39;
е-mail: rybakova@min.energo.net.by
H4. Date:
March, 2007
H5. Supreme Organisation:
Ministry of Energy
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Boiler house «Severnaya», Vitebsk
Installation of 2.5 MW energy module for burning wood and peat
A. Project Opportunity Description:
A1. Project Name:
Boiler house «Severnaya», Vitebsk. Installation of 2.5 MW energy module for burning wood and peat
а. Short name:
Boiler house «Severnaya», Vitebsk
b. Full name:
Boiler house «Severnaya», Vitebsk. Installation of 2.5 MW energy module for burning wood and peat
c. Summary description:
The Installation of 2.5 MW energy module for burning wood fuel and peat in the boiler house
«Severnaya», Vitevsk, with the purpose of rational use of local kinds of fuel is provided.
А2. Progress Status:
Feasibility study is being developed.
А3. Organisations involved and their roles:
1) Concern «Belenergo» (RUP «Gomelenergo»): L.P. Batian, Head of the Strategy Department,
tel.: (+375-17) 218-23-40, fax: (+375-17) 218-26-39;
2) Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus
Rybakova Ekaterina Alekseevna, tel.: (+375-17) 218-21-45, e-mail: rybakova@min.energo.net.by
А4. Project Description:
The Installation of energy module in the boiler house «Severnaya» in Vitevsk consisting of the 2.5 MW
steam turbine and the steam boiler with wood fuel and milling peat is provided.
А4a. Project cost (mln USD):
6.0
A5. Background / history / overall programme / related or similar projects:
The programme of improving energy efficiency of national economy, use of local energy resources.
A6. Environmental impact summary:
Not estimated.
A7. Possible obstacles/ problems/ risk assessment:
No assessment.
A8. Term of realisation / term of recoupment (years):
1
A9. Project’s branch:
Electricity
B. Capital Cost Items (additional requirements for project):
B1. Project physical components

B2. Capital cost (mln USD)

Total cost of the project: equipment (Finland) + construction :

6.0

C. Capital available to Project Initiators (Owners, Co-participants, Sponsors), by Source:
C1. Resources ‘in kind’, grants, investments, equity / ownership, etc. C2. Amount (mln USD)
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Own funds:

3.0
D. Required Financial Assistance:

D1. Financing gaps, type of financial assistance required:
Crediting.
D2. Sources of finance

D3. Type of investment

D4. Amount (mln USD)

Foreign investment funds:

Credit:

3.0

D5. Financial/ International Institution Name:
E. Demand (users) and revenues:
E1. Type of users/ markets, volumes, pricing, revenues, quantifiable benefits/ savings:
Power supply of industrial enterprises and population in Vitebsk.
E2. Revenues (Sales)

E3. Amount (mln USD)

The revenues depend on acting tariffs for energy.
F. Operating and Maintenance Costs:
F1. Cost components, strategies for cost recovery, operating organisations, subsidies, etc.:
Fuel, water, amortisation, wages, taxes, etc.
F2. Cost Item

F3. Amount (mln USD)
G. Net Income Value:

G1. Net Income Value

G2. Amount (mln USD)
H. Project information source:

H1. This form was completed by:
Katerina Rybakova, Chief Specialist.
H2. Organisation (address):
Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus.
H3. Тel/Fax/E-mail:
Tel.: (+375-17) 218-21-45, fax: (+375-17) 218-24-68, e-mail: rybakova@min.energo.net.by
H4. Date:
March, 2007
H5. Supreme Organisation:
Ministry of Energy
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Reconstruction of Miradino Substation
330/220/110/35 kV, Bobruisk district, Mogilev region
A. Project Opportunity Description:

A1. Project Name:
Reconstruction of Miradino Substation 330/220/110/35 kV, Bobruisk district, Mogilev region
а. Short name:
Reconstruction of Miradino substation 330 kV
b. Full name:
Reconstruction of Miradino Substation 330/220/110/35 kV, Bobruisk district, Mogilev region
c. Summary description:
Reconstruction of the existing substation due to its complete wear of the equipment, panels, devices of
relay protection, communication and telemechanics, exhaustion of building constructions resource.
А2. Progress Status:
Architectural project has been developed.
А3. Organisations involved and their roles:
1) «Belenergosetproect» – development: fax: (+375-17) 294-12-16, A.Chukarev, Head Engineer,
tel.: (+375-17) 294-12-41;
2) Concern «Belenergo» (RUP «Brestenergo») – implementation: fax: (+375-17) 218-26-39,
A.P. Skalchuk, Head of Development Department, tel.: (+375-17) 218-23-40;
3) Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus, Rybakova Ekaterina
Alekseevna, tel.: (+375-17) 218-21-45, fax: (+375-17) 218-24-68, e-mail: rybakova@min.energo.net.by
А4. Project Description:
Complete dismantling of the open switchgear 35 kV is envisaged involving dismantling of all equipment
and building constructions; dismantling of two cells 220 kV (to Mogilev and Slutsk); complete
replacement of switchgears 330 and 110 kV with the installation of gas-insulated breakers 330 and
110 kV instead of air ones; replacement of cable facilities with the installation of cable trays;
reconstruction of the outdoor illumination of the substation; installation of ferry-concrete protection with
the construction of checkpoint, security system and telesupervision along the perimeter of substation.
The approximate date of the start of the project: 2007; financing: own and borrowed funds.
А4a. Project cost (mln USD):
20.0
A5. Background / history / overall programme / related or similar projects:
The facility RUP «Mogilevenergo» was established in 1962. It involves Mogilevskaya hydro power
station HPS-2, Bobruiskaya HPS, Mogilev oblast and regional heat and electric networks. Electric
power installed is 562 MW. The length of heat network is 448 km, electric network – 37 thousand km.
A6. Environmental impact summary:
No assessment.
A7. Possible obstacles/ problems/ risk assessment:
No assessment.
A8. Term of realisation / term of recoupment (years):
4
A9. Project’s branch:

Attachment 2

109

Electricity
B. Capital Cost Items (additional requirements for project):
B1. Project physical components

B2. Capital cost (mln USD)

Equipment (Germany, Poland, France) + construction:

10.0

Total:

20.0

C. Capital available to Project Initiators (Owners, Co-participants, Sponsors), by Source:
C1. Resources ‘in kind’, grants, investments, equity / ownership, etc.

C2. Amount (mln USD)

Own funds:

10.0
D. Required Financial Assistance:

D1. Financing gaps, type of financial assistance required:
Crediting.
D2. Sources of finance

D3. Type of investment

D4. Amount (mln USD)

Foreign investment funds:

Credit:

10.0

D5. Financial/ International Institution Name:
E. Demand (users) and revenues:
E1. Type of users/ markets, volumes, pricing, revenues, quantifiable benefits/ savings:
Supply of industrial enterprises and housing with electric power in Bobruisk region.
E2. Revenues (Sales)

E3. Amount (mln USD)

Revenues depend on acting tariffs for electric power
F. Operating and Maintenance Costs:
F1. Cost components, strategies for cost recovery, operating organisations, subsidies, etc.:
F2. Cost Item

F3. Amount (mln USD)
G. Net Income Value:

G1. Net Income Value

G2. Amount (mln USD)
H. Project information source:

H1. This form was completed by:
Grigory Zhur, Head of the Investment Department, tel.: (+375-17) 218-21-11;
Katerine Rybakova, tel.: (+375-17) 218-21-45.
H2. Organisation (address):
Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus.
H3. Тel/Fax/E-mail:
Tel.: (+375-17) 218-21-11; fax: (+375-17) 218-24-68; e-mail: rybakova@min.energo.net.by
H4. Date:
March, 2007
H5. Supreme Organisation:
Ministry of Energy
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Construction of Grodno HPS on the river Neman
A. Project Opportunity Description:

A1. Project Name:
Construction of Grodno HPS on the river Neman
а. Short name:
Construction of Grodno HPS on the river Neman
b. Full name:
Construction of Grodno HPS on the river Neman
c. Summary description:
Construction of hydroelectric power station on the river Neman.
А2. Progress Status:
The feasibility study of the project has been developed (2002).
А3. Organisations involved and their roles:
1) «Belnergosetproekt» – development: fax: (+375-17) 236-12-16, S.R.Yanovich, Head Engineer,
tel.: (+375-17) 236-12-41;
2) Concern «Belenergo» (RUP «Grodnoenergo») – implementation: fax: (+375-17) 218-26-39,
L.P. Batian, Head of the Strategy Department, tel.: (+375-17) 218-23-40;
3) Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus, Rybakova Ekaterina
Alekseevna, tel.: (+375-17) 218-21-45, e-mail: rybakova@min.energo.net.by
А4. Project Description:
The construction of low head hydropower unit is envisaged, which includes the following items: the
building of HPS with closed machine hall, ferro-concrete overflow dam with flat sectional bolts for
dump of freshet waters, single-chamber navigable sluice to provide river navigation. The station will
have the following characteristics: the installed capacity – 17 MW; quantity of turbines – 5; quantity of
generators – 5; mark of the lower head of water level – 102 m; calculated head – 7 m. For transmission
of produced electric power into energy system the open switchgear with two 10 MVA transformers and
110 kV gas-insulated switches, and the building of closed 10 кV switchgear will be provided.
The approximate date of the beginning of the construction – 2007; financing: own and borrowed funds.
Countries of preference: Austria, Slovakia, Switzerland.
А4a. Project cost (mln USD):
33.6
A5. Background / history / overall programme / related or similar projects:
The facility RUP «Grodnoenergo» was established in 1963. It involves Grodno heat power station,
oblast and regional heat and electric networks. Electric power installed is 184.5 MW. The length of heat
network is 475 km, the length of electric network is more than 37 thousand km.
A6. Environmental impact summary:
The environmental examination of the feasibility study of the project was made.
A7. Possible obstacles/ problems/ risk assessment:
Has good grade of stability.
A8. Term of realisation / term of recoupment (years):
6.6 / 12.6
A9. Project’s branch:
Electricity
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B. Capital Cost Items (additional requirements for project):

B1. Project physical components

B2. Capital cost (mln USD)

Equipment (Austria, Slovakia, Switzerland, Germany ) + construction:

16.8

Total cost of the project:

33.6

C. Capital available to Project Initiators (Owners, Co-participants, Sponsors), by Source:
C1. Resources ‘in kind’, grants, investments, equity / ownership, etc.

C2. Amount (mln USD)

Own funds:

16.8
D. Required Financial Assistance:

D1. Financing gaps, type of financial assistance required:
Crediting.
D2. Sources of finance

D3. Type of investment

D4. Amount (mln USD)

Foreign investment funds:

Credit:

16.8

D5. Financial/ International Institution Name:
E. Demand (users) and revenues:
E1. Type of users/ markets, volumes, pricing, revenues, quantifiable benefits/ savings:
Production of cheap electric power with the use of water-power resources of the river Neman for
partially covering the needs of Grodno energy complex.
E2. Revenues (Sales)

E3. Amount (mln USD)

The revenues depend on acting tariffs for energy:

7.0

F. Operating and Maintenance Costs:
F1. Cost components, strategies for cost recovery, operating organisations, subsidies, etc.:
F2. Cost Item

F3. Amount (mln USD)

Fuel, water, amortisation, wages, taxes, etc.:

4.1

G. Net Income Value:
G1. Net Income Value

G2. Amount (mln USD)

Net income:

2.9
H. Project information source:

H1. This form was completed by:
Grigory Zhur, Head of the Investment Department, tel.: (+375-17) 218-21-11;
Katerina Rybakova, tel.: (+375-17) 218-21-45.
H2. Organisation (address):
Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus.
H3. Тel/Fax/E-mail:
Tel.: (+375-17) 218-21-11, fax: (+375-17) 218-24-68; е-mail: rybakova@min.energo.net.by
H4. Date:
March, 2007
H5. Supreme Organisation:
Ministry of Energy
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Construction of Polotskaya HPS on the river Western Dvina (Zapadnaya Dvina)
A. Project Opportunity Description:
A1. Project Name:
Construction of Polotskaya HPS on the river Western Dvina (Zapadnaya Dvina)
а. Short name:
Construction of Polotskaya HPS on the river Western Dvina (Zapadnaya Dvina)
b. Full name:
Construction of Polotskaya HPS on the river Western Dvina (Zapadnaya Dvina)
c. Summary description:
Construction of hydroelectric power station on the river Western Dvina (Zapadnaya Dvina)
А2. Progress Status:
The feasibility study of the project was approved 28.01.2000.
А3. Organisations involved and their roles:
1) «Belnergosetproekt» – development: fax: (+375-17) 236-12-16, S.R.Yanovich, Head Engineer,
tel.: (+375-17) 236-12-41;
2) Concern «Belenergo» – implementation: fax: (+375-17) 218-26-39, L.P. Batian,
Head of the Strategy Department, tel.: (+375-17) 218-23-40;
3) Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus. Rybakova Ekaterina
Alekseevna, tel.: (+375-17) 218-21-45, e-mail: rybakova@min.energo.net.by
А4. Project Description:
The project involves: construction of the channel type power plant with location of the buildings of
water head front in the natural channel of the river; building of HPS with closed machine hall; ferroconcrete water discharge dam with flat section shutters for dropping flood waters; a one-chamber
shipping slues for shipping in summer. The station will provide the following characteristics: installed
capacity – 23 MV, quantity of turbines – 5, number of generators – 5; note of normal support
level – 118 m; calculated head – 7.7 m. The open switchgear with two transformers (16 MVA each)
and 110 kV gas-insulated breakers and the building with 6 kV switchgear HPS will be constructed for
transmission of the produced electric power into energy consuming system. The approximate date of the
beginning of the construction – 2007; financing: own and borrowed funds.
А4a. Project cost (mln USD):
40.0
A5. Background / history / overall programme / related or similar projects:
The facility RUP «Vitebskenergo» was established in 1963. It involves Lukoml hydro power station,
Belarussian HPS, Vitebsk, Orsha and Polotsk Heat power stations, oblast and regional heat and electric
networks. Electric power installed is 3081.1 MW. The length of heat network is 576 km, the length of
electric network is more than 50 thousand km.
A6. Environmental impact summary:
The environmental assessment of the project is not available.
A7. Possible obstacles/ problems/ risk assessment:
Good grade of stability.
A8. Term of realisation / term of recoupment (years):
4
A9. Project’s branch:
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Electricity
B. Capital Cost Items (additional requirements for project):
B1. Project physical components

B2. Capital cost (mln USD)

Equipment (Austria, Slovakia, Switzerland, Germany) + construction) : 20.0
Total cost of the project:

40.0

C. Capital available to Project Initiators (Owners, Co-participants, Sponsors), by Source:
C1. Resources ‘in kind’, grants, investments, equity / ownership, etc.

C2. Amount (mln USD)

Own funds:

20.0
D. Required Financial Assistance:

D1. Financing gaps, type of financial assistance required:
Crediting.
D2. Sources of finance

D3. Type of investment

D4. Amount (mln USD)

Foreign investment funds:

Credit:

20.0

D5. Financial/ International Institution Name:
E. Demand (users) and revenues:
E1. Type of users/ markets, volumes, pricing, revenues, quantifiable benefits/ savings:
Production of cheap electric power from use of water-power resources of the river Western Dvina for
partially covering the needs of Polotsk energy complex.
E2. Revenues (Sales)

E3. Amount (mln USD)
F. Operating and Maintenance Costs:

F1. Cost components, strategies for cost recovery, operating organisations, subsidies, etc.:
F2. Cost Item

F3. Amount (mln USD)
G. Net Income Value:

G1. Net Income Value

G2. Amount (mln USD)
H. Project information source:

H1. This form was completed by:
Grigory Zhur, Head of the Investment Department, tel.: (+375-17) 218-21-11;
Katerine Rybakova, tel.: (+375-17) 218-21-45.
H2. Organisation (address):
Ministry of Energy: 14, K. Marx Str., Minsk, 220030, Republic of Belarus.
H3. Тel/Fax/E-mail:
Tel.: (+375-17) 218-21-11, fax: (+375-17) 218-24-68; е-mail: rybakova@min.energo.net.by
H4. Date:
March, 2007
H5. Supreme Organisation:
Ministry of Energy

