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ENCOURAGING INVESTMENT INTO SUBSURFACE MANAGEMENT IN RUSSIA

In the be gin ning of No vem ber 2014 the MIGP-RSGPU
re ceived elec tronic Rus sian and Eng lish re port ver sions of the
Ca na dian gold-min ing «Kinross Gold Cor po ra tion» from the
Min ing Ad vi sory Coun cil func tion ing in Mos cow. The third
an a lyt i cal re port is ti tled «En cour ag ing in vest ment into
subsurface man age ment: sug ges tions of de vel op ing geo log i cal
study and ex trac tion in Rus sia» (Oc to ber 2014). The re port is
pre pared by the Cor po ra tion within the work of The For eign
In vest ment Ad vi sory Coun cil un der the Gov ern ment of the
Rus sian Fed er a tion.

The re port is both of sci en tific and ed u ca tive im por tance
for the MIGP-RSGPU as the text is pre sented in the Rus sian
and Eng lish lan guages which is use ful for our stu dents and
post grad u ates who are plan ning geo log i cal pros pect ing and
min ing work in for eign com pa nies or in the coun tries of Af rica, 
Asia and Latin Amer ica.

What can be said about the Ca na dian Com pany?
Dur ing the 20 years of work in Rus sia it in ves ti gated over

$3 bil lion into ac qui si tion and ex ploi ta tion of four gold-bear -
ing mines in the Magadan Re gion and the Chukotka Area.
97% out of 2200 staff em ploy ees of these mines are cit i zens of
Rus sia. Since 2010 the Kinross Gold Cor po ra tion has been a
mem ber of The For eign In vest ment Ad vi sory Coun cil un der
the Gov ern ment of the Rus sian Fed er a tion. The Cor po ra tion
proves that in the field of subsurface man age ment of Rus sia
large global cor po ra tions can work suc cess fully and prof it ably
within the Fed eral Sub soil Law. It is eas ier for Can ada than
for other coun tries to work here as such busi ness has al most
«cross-bor der value» and the cargo trans por ta tion from one
coun try to an other through the Be ring Sea is very eco nomic.
Al though the Kinross Gold Cor po ra tion points out great dis -
ad van tages in the ap plied ge ol ogy or ga ni za tion and subsurface 
man age ment in the Rus sian Fed er a tion and pro vides rec om -
men da tions on their re moval.

Among the spe cial ists of the Min is try of Nat u ral Re -
sources and Fed eral Agency for Subsurface Use the first re -
ports of the Kinross Gold Cor po ra tion de voted to the for eign
in vest ment use are well-known and be ing dis cussed. They are
1) «Fos ter ing For eign In vest ment in Min eral Ex plo ra tion and 
De vel op ment in Rus sia» (Oc to ber 2011) and 2) «The Im pact
of For eign Di rect In vest ment on the Socio-Eco nomic De vel -
op ment of the Far East of Rus sia» (Oc to ber 2013).

Rus sian ge ol o gists them selves are con cerned about the ab -
sence of a com pre hen sive Fed eral Law on Geo log i cal Study of
Subsurface Re sources, since it is dif fi cult to write a num ber of
law prin ci ples into the Fed eral Sub soil Law. Incidentially, in
the Res o lu tion of the Fed er a tion Coun cil Num ber 257 on June 
18, 2014 on the Sta tus of Geo log i cal Study of Subsurface Re -
sources and Re ha bil i ta tion of Min eral Re sources it is rec om -
mended to solve the prob lem of «es tab lish ment of pri or ity right 
in the fur ther geo log i cal sur vey in clud ing pros pect ing work and 
as sess ment of valu able de pos its of use ful min er als for the user
of subsurface re sources, who have car ried out geo log i cal study
of subsurface re sources at his (or her) own ex pense».

Does a for eign com pany suc cess fully work ing in Rus sia
need to in vest into such re searches in «draw backs» of the Rus -
sian geo log i cal and min ing prac tice and le gal frame work? On

the sur face it is a won der ful ex am ple of Kinross Gold’s smart
cor po rate prac tice. But we need to look deeper. It is ob vi ous
that Rus sia falls be hind with the or ga ni za tion of the «cap i tal -
ism» be ing cre ated in the field of subsurface man age ment
from such great ex tract ing coun tries as Can ada, the USA,
Aus tra lia, Nor way. Un for tu nately, what is solved in Can ada
in sev eral month needs 2—3 years in Rus sia.

Ca na di ans fairly crit i cize Rus sia on the ba sis of study of
the better world ex pe ri ence in min ing and call for the re moval 
of eco nomic and ad min is tra tive bar ri ers with out losses in the
field of «na tional se cu rity pro tec tion». Subsurface man age -
ment is ex tremely cen tral ized and closed to the de ci sions in
Mos cow. One of the gen eral rec om men da tions of all the three 
re ports is the ur gent ex pan sion of geo log i cal pros pect ing in
Rus sia in a num ber of po ten tial re gions of our coun try. Here
the ex trac tion of solid min eral de pos its in the Far East Fed -
eral Dis trict and its North ern Ter ri to ries is high lighted.

What is the es sence of the main sug ges tions of the lat est
re port of 2014?

1. To re con sider the re stric tions and the or der of con sid er -
ation of re quest for geo log i cal study of the units con tained in the
or der no.61 of the Min is try of Nat u ral Re sources and En vi -
ron men tal Pro tec tion on March 15, 2005 (ed ited on Jan u ary
27, 2014). The in dus try rep re sen ta tives have been ex cited to
re ceive the amend ments to this or der. How ever, the of fered
amend ments upon a closer view are un likely to en force en -
cour age ment of in vest ment into geo log i cal pros pect ing.  More 
per mis sive man age ment re gime would pro vide better mo ti va -
tion for geo log i cal pros pect ing com pa nies to take fi nan cial
and other risks con nected to the in vest ments into use ful min -
er als pros pect ing. As far as the full ex tent of such risks falls on
geo log i cal pros pect ing com pa nies the en large ment of licenced 
ter ri tory in volves no no tice able risks for the gov ern ment.

2. To lift re stric tions con tained in Ar ti cle 6 of the Fed eral
Sub soil Law and de mand ing the con duc tion of a com pre hen sive
geo log i cal study of de pos its of fed eral im por tance be fore ob tain -
ing the pro cess per mis sion. Ac cord ing to the ex ist ing or der the
com pany is obliged to con duct a geo log i cal study of the whole 
land area of the li censed unit that may oc cupy hun dreds of
square metres. It may take years be fore it would be al lowed to
pro cess, what in its turn would be come the source of the profit 
for cov er ing spend ing on study and pro cess. This re stric tion
al ready ex ists in other coun tries. Its lift ing would give the
com pa nies an op por tu nity to start ex tract ing im me di ately af -
ter mak ing a de ci sion about eco nomic ef fec tive ness of the de -
posit pro cess ing, which cor re sponds to the stan dard world
prac tice. The ear lier such de ci sion is made, the ear lier new
work ing po si tions are cre ated and re pay ment of an in come tax 
and other pay ments within licence com mit ment be gins.

3. To re con sider the con cept of ref er ence of the de pos its to the 
class of «stra te gic», when it co mes to for eign in vest ments. The
limit of 50 tons of vein gold has be come the most im por tant
rea son for the slump of work scope on gold field search in
Rus sia. This brings into ques tion the pro cess ing of new de pos -
its with out which it is im pos si ble to sus tain the amount of gold 
min ing in Rus sia at re cord lev els in the lat est years. «Stra te gic
de pos its» should rea son ably be in any coun try, but with which 
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valid pa ram e ters? The solv ing of this prob lem re quires a dif -
fer en ti ated ap proach to the re gions and types of re sources, as
well as more ac cu rate as sess ment of raw ma te ri als and funds
in the world mar kets. Rus sian small and me dium-sized ex -
tract ing busi ness is es pe cially in ter ested in this in no va tion.

These and other ques tions are con sid ered in the re port of
2014 with an ac count of the lat est prac tice of Ca na dian, Aus -
tra lian, Chil ean and Bra zil ian min ing busi ness. Ca na dian
man u fac tur ers ad mit that in some ar eas as tax a tion the com -
par i son in many pa ram e ters is in fa vour of Rus sia. Thus, in
this coun try ev ery thing is not so bad.

The nine ties in Rus sia are mem o ra ble to many cit i zens
with their losses, as the co-op er a tion be tween Rus sia and the
USA, Ger many, Great Brit ain and other coun tries was un or -
ga nized. By 2015 our gov ern ment and Rus sian busi ness be -
came smarter and more ex pe ri enced. That is why many rec -
om men da tions of the Kinross Gold Cor po ra tion are
well-timed and im por tant for a more ef fec tive subsurface
man age ment.

In the com ing years the im por tance of at trac tion of for -
eign in vest ments for tech no log i cal in dus try mod ern iza tion
and de vel op ment of in ter na tional com pet i tive com mod ity
and ser vice trade of high qual ity is en hanc ing. If there might
be ob struc tions in us age of own re sources in one or an other
area in cri sis con di tions, a num ber of valu able pro jects could
be im ple mented in volv ing for eign in ves tors. More over, there
are sig nif i cant fi nan cial as sets in the world mar ket that may be 
in vested into prof it able pro duc tion. Here Rus sia has its at trac -
tive ad van tages for the EU in ves tors.

It is doubt less that one should learn to at tract for eign in -
ves tors into Rus sia. It is a mis sion of a high school, es pe cially
of the MIGP-RSGPU.

Ac cord ing to the Fed eral Law ¹ 57-FZ of April 29, 2008
«Pro ce dures for Foreigh In vest ments in the Busi ness En ti ties
of Stra te gic Im por tance for Rus sian Na tional De fence and
State Se cu rity» the ac cess of for eign in ves tors to large fields of 
oil, gas, rare met als and other valu able min er als is ac com -
plished by the de ci sion of the spe cial gov ern ment com mit tee.
Thus, ac cord ing to the law, off shore fields may be pro duced
only by Rus sian gov ern ment com pa nies. This strat egy of
subsurface man age ment in Rus sia up to 2020 is in ad e quate,
and the Fed eral Law it self should get its new «con ser va tive»
and «lib eral» niches for for eign in vest ments en cour age ment.
In the con text of eco nomic sanc tions of the USA and their al -
lies the num ber of re stric tions should be re duced, ex pand ing
man age ment com pe tences of our fed eral and re gional au thor -
i ties and su per vis ing gov ern ment over sight of their ac tiv i ties
re sults. The gov ern ment of the Magadan Re gion in sists on it
more ac tively.

The anal y sis of the sit u a tion with at trac tion of for eign in -
ves tors into subsurface man age ment in Rus sia shows the ne -
ces sity of a great re con struc tion of the Min is try of Nat u ral
Re sources ac tiv ity (de vel op ment of leg is la tion and in ter na -
tional com mu ni ca tion) and of the Fed eral Agency for
Subsurface Use (on go ing work with subsurface man ag ers).
More than 10 years have passed since the be gin ning of «ad -
min is tra tive re form». The anal y sis of ad min is tra tive func tions
and au thor i ties in the on go ing sys tem of the men tioned gov -
ern ment bod ies shows their im per fec tion and in abil ity to solve 
new for eign eco nomic and trade prob lems rap idly and ef fec -
tively.

There fore, the con ducted an a lyt i cal work of the Ca na dian
Kinross Gold Cor po ra tion de serves a high pos i tive as sess ment 
of our geo log i cal and min ing com mu ni ties.
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