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Legal Aspects of Pipeline Transportation
in Russia*
By Evgeny Danilov, Chief Attorney of Pepeliaev, Goldsblat & Partners

Oil, petroleum products and gas occupy a key

place in the Russian economy and their delivery

within Russia itself and abroad is becoming an in-

creasingly pressing task. This paper outlines Rus-

sia‘s main legal framework for the pipeline trans-

portation of oil, petroleum products and gas.

RF Constitution

According to the Constitution of the Russian Fede-

ration, federal transportation is under the adminis-

tration of the RF. Land legislation is under the joint

administration of the RF and its constituent enti-

ties. If an international treaty of the RF establishes

rules other than those set by law, it is the rules of

the international treaty that are applied. This also

holds true in regards to pipeline transportation.

Directives

The 2004 Message of the President of the RF

to the Federal Assembly stated: “The state … will

for a long time yet … have to control the develop-

ment of the country‘s infrastructure.”

In the opinion of the President of the RF, the referen-

ce point for taking the necessary decisions must be

the fulfillment of country-wide tasks, rather than the

interests of individual companies. At the same time,

however, private investors can make a significant

contribution to setting up the transport infrastructure.

The Russian president formulated the following

tasks:

In oil transportation: expansion of the through

capacity of the Baltic Pipeline System; commis-

sioning of the Western Siberia – Barents Sea oil

pipelines; determination of routes from the oilfields

in western Siberia; bypassing the Bosporus and

the Dardanelles; and the integration of the “Druzhba”

and “Adria” oil pipelines;

In gas transportation: development of the gas

distribution network within the country, including

expansion to the east of Russia; and construction

of a northern European gas pipeline.

The Transport Strategy of Russia through 2020

(adopted on May 12, 2005), coordinating the de-

velopment of primary pipelines with the priorities

of the country‘s energy strategy through 2020

(adopted August 28, 2003), is significant for the

development of pipeline transportation in the Rus-

sian Federation.

Overall Status of Legal Regulations

In general, for pipeline transportation, there is no

developed, stable legislation taking full account of

the specific function of enterprises in the fuel and

energy sector. There is no comprehensive federal

law or other basic legal act regulating this sphere

of transportation. A draft Federal Law “On Major

Pipeline Transportation” was passed by the State

Duma during its first reading in 1999, but since

then has advanced no further. However, intensive

work is under way to revise and amend it.

Civil Law Aspects

The Russian State exercises control over major

pipelines on the territory of the RF, including

through decisive participation in corresponding

organizations. Officially, however, the major oil,

petroleum-product and gas pipelines have been

privatized, since they belong to Transneft OAO,

Transnefteprodukt OAO, Gazprom OAO and their

subsidiaries.

The Russian Federation holds 24 percent of

the authorized capital of the Caspian Pipeline Con-

sortium (within CTC-R ZAO and CTC-K ZAO).

There is a major gas pipeline running from the RF

along the bottom of the Black Sea to Turkey as

part of the Blue Stream project. Parts of this pipe-

line are privately owned by various companies.

The rights of owners and users of pipelines as im-

movable property and transactions involving pipe-

lines in the RF are subject to state registration. For

a variety of reasons,

there are problems

with such registration.
* The article was published by American Chamber

of Commerce www.amcham.ru.



Contrary to the general opinion, Russian legisla-

tion permits any entrepreneur to build pipelines,

but in practice this is hardly possible without ex-

press government approval.

Transportation along pipelines is governed by civil

law contracts. The general policy is to form a part-

nership between government and private inte-

rests in developing transportation infrastructure.

The application of concession agreements under

the Federal Law of July 21, 2005, is promising

in regards to pipeline transportation. The conces-

sion grantor (the RF, constituent entity of the RF,

municipality) and concessionaire (Russian or

foreign company) agree that the concessionaire

creates or rebuilds, at its own expense, an im-

moveable pipeline transportation facility. The title

to which is held by the concession grantor, who

then uses (operates) the facility in return for

making a concession payment. This Federal Law

has a broad grandfather clause.

Land Law Aspects

Provision of land for the location, construction and

rebuilding of pipelines is regulated by the 2001

Land Code of the RF, the 2004 Town Planning

Code of the RF, the Federal Law of December 21,

2004 “On Conversion of Land or Land Plots from

One Category to Another” and other acts.

Construction of pipeline transportation facilities is

permitted on land classed as transportation land

and partially on land under settlements. Major

pipelines should be laid mainly along the sides of

highways and the borders of crop-rotation fields.

Withdrawal of agricultural land for the construction

and maintenance of major pipelines, including by

purchase, is possible only in the absence of any

other possible routes and locations.

On transportation land, buffer zones are created for

the purposes of pipeline transportation. It is com-

mon practice to reserve land for the construction

and rebuilding of pipeline transportation facilities.

Special legal treatment may be applied to trans-

portation lands in areas where small groups of in-

digenous peoples live.

In addition, pipeline construction is prohibited

on land within specially protected natural territo-

ries of federal significance.

Maritime Space

Legal regulation of pipeline transportation in the

maritime space of the RF is based on RF legisla-

tion, in consideration of the United Nations Con-

vention on Maritime Law of 1982 and other inter-

national laws.

According to the Federal Law of July 31, 1998

“On Internal Seas, Territorial Waters and the Conti-

guous Zone of the Russian Federation,” internal seas

constitute an integral part of the territory of the RF,

while the sovereignty of the RF applies to its terri-

torial waters, the relevant seabed and subsoil.

Both Russian and foreign entities are granted

the right to lay underwater pipelines in the given

waters. For such work, an application has to be

submitted and a permit received, and a State en-

vironmental examination is a mandatory mea-

sure. Assignment of permits to other entities is not

permitted, and disputes are resolved in accor-

dance with the legislation of the RF.

Under the Federal Law of December 17, 1998

“On the Exclusive Economic Zone of the Russian

Federation,” the RF exercises jurisdiction in rela-

tion to the laying and operation of underwater

pipelines of the RF. All states are free to lay under-

water pipelines in the exclusive economic zone

of the RF and have the right to other lawful uses

of the sea relating to this freedom. At the same

time, the Russian authorities determine and re-

gulate the conditions of laying underwater pipe-

lines, and the routes of the underwater pipelines.

The design documentation is subject to state envi-

ronmental examination, and disputes are judi-

cially resolved by Russian courts.

The laying of underwater pipelines of the RF, as

well as those of foreign states, in the exclusive

economic zone of the RF and on the continen-

tal shelf of the RF is performed in compliance

with the Federal Law of November 30, 1995 “On

the Continental Shelf of the Russian Federation.”

On the continental shelf, Russia exercises juris-

diction in relation to the laying and operation of un-

derwater pipelines of the RF, and regulates and

determines the conditions for their laying and their

routes. The design documentation is subject to

state environmental examination.

Both Russian and foreign applicants may lay pipe-

lines. The laying of the pipelines is performed

in compliance with the rules of international law,

providing no obstruction is caused to other forms

of activity and that the protection of mineral

and living resources is ensured. Disputes over

the exercise of rights and fulfillment of obligations

on the continental shelf are resolved by admini-

strative procedure or in courts of the RF.
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Licensing

In July 2005, amendments were introduced to

the Federal Law of August 8, 2001 “On Licensing

of Individual Types of Activity” excluding transpor-

tation of oil, gas and their derivatives along major

pipelines, as well as storage of oil, gas and their

derivatives, from the list of licensable activities.

Antimonopoly Aspects

The Law of the RSFSR of March 22, 1991

“On Competition and Restriction of Monopolistic

Practices on Commodity Markets” fully applies

to pipeline transportation. The law prohibits cer-

tain activities by economic entities occupying

a dominant position on a commodity market,

concerning observance of competition, receipt

(when required) of permits from the antimonopoly

authority, etc., are all to be observed.

On July 8, 2005, the State Duma passed in the first

reading a new draft Federal Law “On Protection

of Competition” to replace the current one.

Under the Federal Law of August 17, 1995

“On Natural Monopolies,” the transportation of oil

and petroleum products along major pipelines and

the transportation of gas by pipeline are classed

as spheres of activity of natural monopolies.

According to this Federal Law and the Federal

Law of March 31, 1999 “On the Gas Supply in

the Russian Federation,” an important method

for regulation in the given natural monopoly

sphere is price regulation by setting prices (tariffs)

or establishing price limits. The tariffs must ensure

the competitiveness of the fuel and take into ac-

count the need to build up sufficient financial re-

sources for implementing investment decisions.

Natural monopolies in pipeline transportation must

fulfill the requirements of the Federal Law “On Natu-

ral Monopolies” in relation to acquisition of rights of

ownership and other transactions with fixed assets,

investments, share (stake) purchases, etc.

According to the Federal Law “On Natural Monop-

olies,” right of access to Russia‘s system of major

pipelines and terminals at seaports for exporting

oil from the customs territory of the RF is granted

to companies extracting oil, as well as their parent

companies, in proportion to the volume of oil

extracted and transferred to the system of major

pipelines, in consideration of 100 percent through-

capacity of the pipelines (proceeding from their

technical possibilities). The basic conditions, ap-

proved by RF Resolution No. 1446 of Decem-

ber 31, 1994, speak additionally about petroleum

products and the export of them, and define

the principle of equal access. RF Resolution

No. 209 of February 28, 1995, establishes priority

access to transportation systems for exporting oil

and petroleum products in accordance with inter-

national obligations of the RF. The assignment of

right of access to the system of pipelines and ter-

minals and seaports is permitted.

Under the Federal Law “On the Gas Supply

in the Russian Federation,” purchasers for state

purposes and the needs of the population enjoy

priority rights to conclude contracts for delivery of

gas and also in prolonging gas supply contracts.

It is prohibited to refuse to prolong contracts given

sufficient gas resources and the possibility of

transporting them, or to create obstacles to inde-

pendent organizations gaining access to the gas

market. The owners of the gas supply system are

required to ensure non-discriminatory access to

free capacity of their gas networks.

Overall, access is inadequately regulated, mean-

ing that there can be discrimination against inde-

pendent producers. The national transport strate-

gy through 2020 stresses the importance of elabo-

rating and observing fair conditions for non-dis-

criminatory access to the transport infrastructure.

Environmental Protection and Industrial
Safety

Protection of the land and marine environment du-

ring construction and operation of pipelines and the

relevant environmental examinations are performed

in accordance with the Federal Law of January 10,

2002 “On Environmental Protection,” the Federal

Law of November 23, 1995 “On Environmental Exa-

mination,” international treaties on assessing envi-

ronmental impact and other documents.

Particular requirements are applied to the laying and

operation of pipelines in the North and the Arctic.

Pipelines for oil, petroleum products and gas are

classed as hazardous production facilities in ac-

cordance with the Federal Law of July 21, 1997

“On Industrial Safety of Hazardous Production Fa-

cilities.” Hazardous production facilities are sub-

ject to state registration.

Pipelines must comply with the rules protecting

the population and territories from extraordinary

situations, with the building rules and regulations,

the sanitary and epidemiological norms for the wel-

fare of the population and environmental protec-

tion, environmental safety, fire safety, labor and

construction safety regulations, as well as the re-

quirements of State standards. In relation to a pipe-

line, an insurance contract must be concluded

against risk of liability for inflicting damage during

the operation of a hazardous production facility.�
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