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General Information:

Welcome to the Russian Agricultural Policy and Situation Bi-Weekly Update, a summary of issues of
interest to the U. S. agricultural community. The report includes information that has been garnered
during travel within Russia, reported in the local media, or offered by host country officials and
agricultural analysts. Press articles are included and summarized in this report. Significant issues will be
expanded upon in subsequent reports from this office. Minor grammatical changes have been made for
clarification.

DISCLAIMER: Any press summary contained herein does NOT reflect USDA'’s, the U.S. Embassy’s,
or any other U.S. government agency’s point of view or official policy.

Russia Extends Food Import Ban for 1 1/2 Years: On June, 29th 2016, President Vladimir Putin
signed Decree #3035, extending the “counter-sanctions” ban on certain imported foods from the EU, U.S.
and other countries until the end of 2017. Decree #305 (original version at
http://publication.pravo.gov.ru/Document/View/0001201606290006#print) is identical to Decree #320
of June, 24th, 2015, except for that the terms are now being extended for 18 months, to December 31st,
2017, whereas last year’s decree mandated only a 12-month extension. The original decree establishing
the ban, Decree #560 of August, 6th, 2014, is described in a GAIN report. The Prime Minister had
earlier noted that the term was extended to give investors more certainty. FAS Moscow is preparing a
more detailed report.

Draft federal laws on retail trade in food products, fishery and fishing quotas, GE crops and
animals, alcohol production and trade, turnover of agricultural lands are ready for President’s
signing: On June 29, 2016, the Council of Federations, the upper chamber of Russia’s Parliament
approved a bunch of draft federal laws prepared and adopted by the State Duma, the lower chamber of
the Parliament. The President must still sign them to make them laws. When these drafts become laws,
FAS/Moscow will report on them separately in a GAIN report. These draft federal laws cover the
following spheres of agriculture and food production and trade:

- Retail trade in food products: amendments to the Federal Law “On the principles of the state

regulation of trading activities in the Russian Federation” and the Code of the Russian Federation
on administrative offences;

- Production, trade and consumption of alcohol and alcohol products: amendments to the Federal
Law “On the state regulation of production and turnover of ethyl alcohol, alcohol and alcohol
containing products, and on limiting human consumption of alcohol products” and the Tax Code
of the Russian Federation;

- Distribution, sale, management and withdrawal of agricultural land: amendments to the Land
Code of the Russian Federation, to the Federal Law “On the turnover of agricultural lands” and
to some other legislative documents;

- Management of dacha and orchard cooperatives: amendments to the Federal Law “On orchard


http://publication.pravo.gov.ru/Document/View/0001201606290006#print
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Russia%20Announces%20Ban%20on%20Variety%20of%20US%20Agricultural%20Products_Moscow%20ATO_Russian%20Federation_8-7-2014.pdf

and dacha non-commercial unions of citizens”;

- Fishery and fishing quotas, and aquaculture: amendments to the Federal Law “On fishing and
preservation of water biological resources”, and some legislative documents on distribution of
fishing quotas, and Federal Law “On aquaculture”;

- Genetically engineered crops and animals: amendments to legislative documents on regulation of
activities involving genetic engineering in Russia

Abstracts on the drafts approved by the Council of Federations are on the site of the Council:
http://www.council.gov.ru/media/files/P5fGtTkS800OvCoRMgmewS8WQ3Y j9RFLE.pdf

TAX Code amended - agricultural service providers and cooperatives are added to the list of
taxpayers eligible to choose the Unified Agricultural Tax (UAT): On June 23, 2015 President Putin
signed the Amendments to the Article 346 of the Tax Code to add agricultural service providers and
cooperatives to the list of businesses eligible to work under the Unified Agricultural Tax regime.
Businesses listed in the Part 2, Article 346 of the Tax Code of the Russian Federation have a right to
choose to convey to the Unified Agricultural Tax as identified by the Chapter 26.1 of the Tax Code of
the Russian Federation. (Tax base is income minus costs, tax rate is 6% of the tax base. Companies
working under the regime are not paying the 20% profit tax, and exempt from property taxes).
Agricultural cooperatives (including trade cooperatives), as defined by the Federal law-193 “On
Agricultural Cooperation”, business organizations and individual entrepreneurs defined as agricultural
service providers in the All-Russian Classifier of Types of Economic Activities have been granted the
right to choose the Unified Agricultural Tax starting next tax year. The services include preparation of
fields, crop cultivation, treatment of seeds before sowing, livestock herd and poultry flock veterinary
examination, cattle grazing and others. Companies must gain no less than 70 percent of their income to
be eligible for the simplified agricultural taxation.

NOTE: According to comments from the industry contacts, the UAT tax has its own advantages and
disadvantages. The use of the system protects companies from the negative impact of frequent changes
of the regular tax regime, such as the increase of the Profit Tax rate (from 0 to 20 percent between 2006
and 2016). Companies located in the regions with no incentives for property taxes most likely benefit
from using the UAT. However, the companies, which use UAT are not eligible for VAT refunds.
http://www.kremlin.ru/acts/news/52231

Breeding Animals Trade in Russia is Exempt from VAT until December 31, 2020: On June 23,
2016, President Putin signed the Amendments to the Tax Code to exempt from VAT payments the trade
operations with purebred breeding agricultural animals. The Amendments reduce the VAT rate from 10
to 0 percent until December 31, 2020. The zero VAT rate shall be applied to trade operations with

both domestic and imported purebred breeding animals including cattle; swine; sheep; horses; poultry
(hatching eggs); semen of purebred breeding bulls, boars, bucks, rams, stallions; embryos of purebred
breeding cattle, swine, sheep, goats, horses in accordance with the EAEU Commaodity Nomenclature of
the Foreign Economic Activities. In case of imports, the exemption shall be granted upon the
submission of the documents to the customs in accordance with the Federal law 123 FZ — 08.03.1995
“On Livestock Breeding”. http://www.kremlin.ru/acts/news/52210
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Restrictions on Production and Turnover of Alcohol Products in Plastic Consumer Packs are
established by the Federal Law No. 202-FZ of June 23, 2016: On June 23, 2016, President Putin
signed into law (202-FZ of June 23, 2016) “Amendments to the Federal Law “On the State Regulation
of production and turnover of ethyl alcohol, alcohol and alcohol containing products and on limitation of
drinking of alcohol products.” The FL 202 of June 23, 2016 bans production and/or sale (except in retail
trade) of alcohol products in plastic packages of more than 1500 milliliters beginning January 1, 2017;
and beginning July 1, 2017, retail trade in in alcohol products in such packages is also not allowed.
http://kremlin.ru/acts/news/52242

State owned banks have increased short-term financing of agriculture in spring 2016 to 125 billion
rubles, which is 38 percent more than in spring 2015: According to the Ministry of Agriculture,
which monitors loans issued to farmers by state-owned banks, the portfolio of commercial short-term
loans for financing seasonal field works in 2016 reached 125.07 billion rubles by June 16, 2016, that is
38.1 percent more than the last year. These loans include 85.43 billion rubles of loans of
“Rosselkhozbank™ ( 44.9 percent increase), and 39.64 billion rubles of loans issued by “Sberbank™ (25.5
increase). http://www.mcx.ru/news/news/show/51950.355.htm

Russia’s Grain Stocks Declined to 14.2 Million Metric Tons (MMT) by June 1, 2016 from 18.6
MMT a month ago: According to the Russian State Statistical Service (Rosstat), as of June 1, 2016,
Russia’s grain stocks were 14.2 MMT (3.1 percent less than a year ago), including 5.6 MMT stored at
agricultural enterprises (18 percent less than last year) and 8.6 MMT stored at elevators, warehouses,
and processing enterprises (9 percent more than a year ago). Grain marketing year in Russia ends on
June 30™. The reported stocks on June 1%, 2016 are lower than last year, but rank as average June 1%
stocks in the last 5 years.
http://www.gks.ru/bgd/free/b04_03/I1ssSWWW.exe/Stg/d06/120zern%D0%BE20.htm

Auction of Aquaculture Sites Is Scheduled to Start in September: TASS reports that the first unified
auction sales of sea water area sites for aquaculture production will take place during the East Economic
Forum in September. The sites will be put up for sale on a special interactive map. According to the
Minister for Far East Development, Alexander Galushka, provision of all suitable sea water area for
aquaculture shall be completed by January 1, 2019. The area includes more than 2 million hectares of
the sea water area near the coasts of the Sea of Japan and Okhotsk Sea suitable for aquaculture
development. Currently less than 20,000 hectares in this area are used for aquaculture. Scientists in the
Far East estimate the aquaculture production potential as more than 1 million MT, while only 5,000 MT
of aquaculture products is currently raised. No mechanism exists under current regulations for business
to have access to sea areas. Reportedly, in 2015 there were 121 applications for obtaining sea area sites
for fish breeding, however only 9 were approved. Representatives of the Prosecutor’s Office together
with the Ministry for Far East Development have been tasked to review law enforcement practices
concerning establishing sites for aquaculture. http://tass.ru/ekonomika/3392483

MinAg Intends to Develop Agricultural Cooperation: On June 29", the Director of the Department
of the Development of the Rural Territories at the Russian Ministry of Agriculture, Vladimir
Svezhenets, held a meeting with agricultural authorities from the regions as well as representatives from
Rosselkhozbank, RosAgroLeasing, Associations of Farmers and Agricultural Cooperatives (AKKOR)
on the development of agricultural cooperation and discussed the results of previous grants. According
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to the Director, agricultural cooperation is a form of support that ensures development of private
households. In the course of the meeting, the Director noted that 400 million rubles were allocated from
the federal budget for the development of agricultural cooperation. 88 consumer cooperatives received
grants in 25 provinces. The average grant amount is 6.7 million rubles. In 2016, 92 agricultural
cooperatives in 42 provinces have concluded contracts for federal subsidies in the total amount of 900
million rubles. It is expected that starting from 2017, annual support to agricultural cooperatives will
amount to 1.5 billion rubles. http://www.mcx.ru/news/news/show/52256.355.htm

Anchor Company of the Territory of Advance Development Launches another Pig Farm: The
"Mercy Trade" company has launched a new 83,000-head pig (including sows) farm in Primorye, as
announced at the "AgroFoodExpo™ conference on regional agricultural development that took place in
Vladivostok on June 23-25. With major investments in the region’s capacity underway, the number of
pigs, including sows, in recent years has increased significantly to 146,000 heads, which exceeds local
market consumption levels by nearly 50 percent. Regional authorities seek to further increase pork
production ten-fold or more, in order to supply the Chinese market.
http://primgazeta.ru/news/anchor-resident-mikhaylovsky-launches-another-pig

Planting Season Completed in Primorye: Despite the difficult weather conditions, Primorye farmers
have completed sowing 19,500 hectares of rice, which is approximately 100 percent of the area that was
planned for the current season. They also planted 201,925 hectares of soy, which is about 80 percent of
plan and exceeds last year's level by almost 45,000 hectares, and nearly 41,000 hectares of corn, which
is about 84 percent of plan and exceeds last year's by 8,106 hectares. In each of the last four years,
Primorye’s agricultural sector has significantly increased crop areas by tens of thousands of hectares;
Primorye is now the third-largest soy producer in Russia.
http://primgazeta.ru/news/agrarians-of-primorye-have-completed-the-sowing-of-rice

Week-long King Crab Festival in Vladivostok: The "Grab a Crab!" international festival of live King
crabs (or Kamchatka crab as it is called locally) will be held in Vladivostok from July 3-10. During this
week Vladivostok restaurants will feature King crabs at a special price (900 rubles/kg) that is as little as
one third of the average price in Vladivostok, and a tenth of the price that Muscovites pay. “Grab a
Crab!" is the first festival in Vladivostok dedicated to Kamchatka live crabs. At least12 of the city’s
restaurants will take part in this culinary event.
http://primgazeta.ru/news/the-festival-of-live-kamchatka-crab-will-last-in-vladivostok-a-week

Russian Far East's Fishing Sector Plans to Attract $ 2.3bln Worth of Investments in 3-5 years:
Russia's Far Eastern federal district will adopt measures to attract up to 150 billion rubles ($2.3 billion)
for fisheries sector development in the next three to five years, according to Minister for the
Development of the Far East Alexander Galushka. He listed the top five priorities: shipbuilding and
processing facilities; aquaculture; logistical infrastructure; and streamlined administrative processes for
the fishing industry. Revenues of the Far East's fishing sector businesses grew by 84 percent in 2015 to
reach 154 billion rubles ($2.38 billion) for a pre-tax profit totaling more than 30 billion rubles
($464.2M), a thirty-fold increase. Investments remained near the 2014 level of 5.2 billion rubles (80.47
million U.S. dollars).

http://tass.ru/ekonomika/3392555
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Five More Municipalities in the Far East to Become Free Ports: The free port regime currently
effective in the Primorsky Region (Vladivostok Free Port) will be expanded to cover territories of five
more municipalities in the Far East: Pevek in Chukotka, Petropavlovsk-Kamchatsky, Lazovsky District
in Primorsky Region, Vanino District in Khabarovsk Region, and Korsakov District in Sakhalin. Free-
port status conveys simplified border and customs procedures for importers and exporters and ten-year
benefits to investors on income tax, land tax, property tax and insurance contributions.
http://tass.ru/ekonomika/3392614

Palm Oil Safety Standards will not Change: The Ministry of Economic Development and Trade has
declined to support a proposal to introduce new safety standards for tropical oils, including palm oil,
asserting there to be no scientific basis for alleged hazards of palm oil consumption. Earlier this year the
Federal Service on Surveillance for Consumer Rights Protection and Human Well-being
[Rospotrebnadzor] had proposed amendments that would set the maximum level for the peroxide value
of tropical oils used for processed foods at a fraction of current levels. However, after a regulatory
impact assessment, the Ministry of Economic Development found there to be no scientific evidence to
support the need for such a standard so it remains unchanged.
http://www.bfi-online.ru/index.html?kk=87f642d776&msg=5231

“Unified Center for Ingredients” Creates New Opportunities for Dairy Industry Technologists:
The Unified Center for Ingredients is a new service that compiles information on food ingredients
available in the Russian and CIS markets. Their online tool, ‘ingredients.pro,” allows users to identify
the ingredients needed to address various issues and to order samples for testing in the workplace. This
may bring greater transparency to the Russian food ingredients market, where access to consistent and
complete information has been challenging in the past. The tool currently offers functionality for the
bakery, confectionery and meat processing sectors. A similar service for dairy and cheese producers
will be launched shortly.

http://www.bfi-online.ru/cnews/index.html?kk=87f642d776&msg=5232

Russia Increased Imports of Cocoa Beans and Palm Qil: Imports of refined palm oil and cocoa
beans to Russia increased dramatically in the first quarter of 2016, based on growing demand from the
food industry, particularly confectioners. According to the to the Centre of the Confectionery Market
Research, citing the Federal Customs Service data, cocoa imports increased by 30.5 percent over the
same period in 2015, to 8.2 tons, while refined palm oil imports increased by 39.6 percent, to 246
thousand tons. After the market reached a low point in March, the confectionery industry is increasing
purchases of raw materials as domestic and export demand recovers. Full recovery is hindered by the
unstable exchange rate, increased consumer prices, and persistently low purchasing power of consumers.
http://www.bfi-online.ru/index.htmI?kk=87f642d776&msg=5229

Sharp Increase in Russian Imports of Raw Materials for Chocolate Production: The reduction of
import duties has had a positive impact on the Russian confectionery industry, with imports of cocoa
paste and cocoa butter increasing by 50 and 26 percent respectively. In February 2016, the board of the
Eurasian Economic Commission temporarily reduced these duties until the end of 2017, in order to help
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Russian producers weather critical economic conditions and record-high cocoa prices that had decreased
imports of cocoa by 25.5 percent and cocoa paste by 10.4 percent during the year before. Also
supporting the recent growth in chocolate production is the use of fillers and increased demand by the
Chinese market.
http://xn--blae2adf4f.xn--plai/economics/fea/35306-possiya-pezko-vypastila-impopt-sypyya-dlya-
ppoizvodstva-shokolada.html

New Minimum Retail Price for Half-Liter Bottles of Hard Liquor Containing Over 28 Percent of
Alcohol by Volume: On May 11, 2016, the Russian Minister of Finance signed Order # 58n setting a
new minimum retail price for half-liter bottles of hard liquor containing over 28 percent of alcohol by
volume. Effective June 13, the new minimum retail price for a half-liter bottle of vodka has increased 5
rubles to 190 rubles. Minimum prices for brandy and cognac remain unchanged, at 293 rubles and 322
rubles per half-liter bottle, respectively.

http://www.fsrar.ru/news/view?id=1546

Moscow Restaurant White Rabbit Was Named One of the World's Best: According to the results of
the independent international award “The World’s 50 Best Restaurants in 2016,” Moscow’s White
Rabbit restaurant has been ranked 18th in an annual list of the world's top eateries. The establishment
moved up five steps from the number 23 ranking it received in last year's listings, to become the only
Russian restaurant in the top 20—a first for any Russian restaurant.
http://www.rbc.ru/business/14/06/2016/575f97149a7947dbeb64bbd9?from=newsfeed

Russian Consumers Switching to Coffee Houses and Fast Food Outlets: Russians are economizing
on eating out, but they continue patronizing coffee houses and fast food outlets. According to NDP
Group, only these two segments of the foodservice industry grew, by 4 percent and 3 percent
respectively, in the first quarter of 2016 in comparison with the same period last year.
http://www.rbc.ru/business/10/06/2016/575a8d9e9a79475cfe4793ba?from=newsfeed

Russian Fast-Food Chain Teremok Opened Outlet in New York City: The Russian fast-food chain
Teremok opened its first restaurant in New York City on June 14, 2016. Teremok is a popular chain
specializing in blini (crepes) filled with sweet or savory fillings. The average price for a meal at the
Teremok in New York ranges from $9 to $12 per person.
http://www.rbc.ru/rbcfreenews/57601b509a794712f4badel0
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